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Domestic Food Assistance:
Legislative Issues in the 110™ Congress

Summary

The nutrition title of the omnibus 2007 “farm bill” will be the focus of
legidlative proposals affecting domestic food assistance programsin the 1% Session
of the 110™ Congress. The program areasthat are expected to be addressed (because
various authorities, like authorizations for appropriations expire at the end of
FY 2007) include: the regular Food Stamp program, programs operating in lieu of
food stamps in Puerto Rico and American Samoa and on Indian reservations, The
Emergency Food Assistance Program (TEFAP), the Commodity Supplemental Food
Program (CSFP), Community Food Projects, the Seniors Farmers' Market Nutrition
Program (SFMNP), and projects and initiatives to make fresh fruit and vegetables
availablein schools. Other nutrition assi stance — child nutrition programs (like the
School Lunch program), the Specia Supplemental Nutrition Program for Women,
Infants, and Children (the WIC program), the WIC Farmers Market Nutrition
program — are on adifferent reauthorization/review schedule and probably will not
be a significant part of the nutrition assistance debate in the 1% Session.

The most significant issues raised are likely to be those surrounding the Food
Stamp program and fresh fruit and vegetable projects. Proposals to changes rules
governing food stamp eligibility and benefit levels, what items may be purchased
with food stamp benefits, and how the Food Stamp program isadministered by states
are probable, asare callsfor program revisions and grant initiatives aimed at easing
access to food stamp benefits. Given the popularity of and support shown for the
existing, limited projects to increase the presence of fresh fruit and vegetablesin
schools (and efforts to increase federal support for “specialty crops’ as part of the
overal farmbill), recommendationsfor expansion and possiblerestructuring of these
initiatives are very likely.

However, action on most of thefood assi stance proposal §/i ssuestaken up aspart
of the farm hill will depend heavily on budgetary considerations — specifically,
whether any new funding is available and whether spending cuts will be needed.



Contents

INtrOdUCTION . . .o 1
The2007 Farm Bill . ... .. 2
Background . ......... .. 2
FOOd StampPs ... 3
Program Operation . . . ... ..ot 4
Prospective ISSUBS . . ... ot 5
ProgramsinLieuof FoodStamps .......... .. ... i 8
ProSpective ISSUES ... ..ot it 9
The Emergency Food Assistance Program (TEFAP) . ................ 10
Prospective ISSUES . ... ..ot 11
Commodity Supplemental Food Program (CSFP) .. .................. 11
Prospective ISSUES ... ..ot 12

Fresh Fruit and V egetables, Commodity Support,
and Farmers Markets ............ . 12
Prospective ISSUES ... ..o ot 12
Community FOOd Projects . ... e 13
Prospective ISSUES . ... ..ot 13

Legidation . ... ... e 14



Domestic Food Assistance;:
Legislative Issues in the 110™ Congress

Introduction

It is likely that virtually all of domestic food assistance issues calling for
legidlative action will arise in the context of the omnibus 2007 “farm bill” —
periodic legislation (the last farm bill was enacted in 2002) that covers most
programs and activities carried out by the U.S. Department of Agriculture (USDA).
Farm bills serve as a vehicle for reauthorizing awide range of expiring authorities,
making changesin (or ending) existing programs, and launching new initiatives.

Ontheother hand, somefood assi stance efforts— child nutrition programs (like
the School Lunch program), the Special Supplemental Nutrition Program for
Women, Infants, and Children (the WIC program), and the WIC Farmers Market
Nutrition program — are reauthorized and reviewed on adifferent schedul g; they are
up for review in 2009.2 With exceptions, annual appropriationslawstypically arenot
the arena for significant policy decisions relating to nutrition assistance programs.
And some important nutrition program changes now under way at the USDA are
unlikely to become the subject of legidation per se— e.g., revision of the content of
food packages distributed through the WIC program, revamping the nutrition
guidelines for school meals, modification of food offerings under the Food
Distribution Program on Indian Reservations.

! For alook at the farm bill asawhole, see CRS Report RL33037, Previewing a 2007 Farm
Bill, coordinated by Jasper Womach.

2Normally, the only child-nutrition/WIC-related provisionsthat might appear in afarm bill
are those relating to commodity assistance to schools or initiatives like the fresh fruit and
vegetable projects, discussed later in thisreport. However, past farm bills, in some cases,
haveincluded minor revisionsaffecting child nutrition and WIC program operations. Child
nutrition and WIC programs were last subject to a comprehensive review and
reauthorization in the 2004 Child Nutrition and WIC Reauthorization Act (P.L. 108-265).
Unlike the Senate, where they (along with other food assistance programs) are under the
jurisdiction of the Senate Committee on Agriculture, Nutrition, and Forestry, child nutrition
and WIC programs are in the jurisdiction of the Education and Labor Committee in the
House.
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The 2007 Farm Bill

Background

In FY 2006, the $35 billion spent for federal programs and activities covered by
the nutrition title of the 2002 farm bill (and likely to be addressed in the 2007
measure) accounted for over half of the spending projected for all farm-bill-covered
programs/activities and 36% of USDA outlays.® The lion’s share of this support is
for the Food Stamp program, which (along with child nutrition and WIC programs)
iswidely viewed asthe federal government’ s primary response to the food needs of
low-income Americans. Nutrition assistance programs also play arole in federal
support for theagricultural sector through direct commodity purchasesand increased
demand.

TheUSDA overseesa most 20 domesti ¢ nutrition assi stance programs, spending
some $54 billionin FY 2006, 55% of USDA outlays.* Virtually all are administered
by states, schools, or local grantees under federally prescribed rules. Federa
oversight of these programs (e.g., regulations governing program operations) isthe
responsibility of the USDA’s Food and Nutrition Service (FNS). In addition, the
USDA'’s Agricultural Marketing Service (AMS), the Farm Service Agency (FSA),
and the Commodity Credit Corporation (CCC) play roles in the procurement and
distribution of food commodities for some programs.

The upcoming farm bill is expected to cover 7 of these program areas
accounting for about 65% of federal spending on domestic nutrition aid. Farm bills
traditionally reauthorize expiring authorities and appropriations for these domestic
nutrition assistance initiatives and are the principal vehicle for revising rules that
govern how they operate and how much they will cost. They include:

e the regular Food Stamp program in the 50 states, the District of
Columbia, Guam, and the Virgin Islands;

e programs operating in lieu of the regular Food Stamp program —
nutrition assistance block grants for Puerto Rico, American Samoa,
and the Northern Marianalslands, along with the Food Distribution
Program on Indian Reservations (FDPIR);

e The Emergency Food Assistance Program (TEFAP);

e the Commodity Supplemental Food Program (CSFP); and

e Community Food Projects.

Moreover, the 2002 farm bill added to thislist. It provided statutory authority
and mandatory funding for a new Seniors Farmers Market Nutrition Program
(SFMNP) and established a pilot program to distribute free fruit and vegetables in

% For domestic food assistancein the USDA budget, see CRS Report RL33412, Agriculture
and Related Agencies: FY2007 Appropriations, coordinated by Jim Monke.

* In FY 2006, another $700 million was appropriated for the Department of Health and
Human Services' nutrition programsfor the elderly (authorized under the Older Americans
Act).
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schools (later expanded and made permanent). It also included aprovision affecting
commodities distributed to schools — earmarking some federal spending on these
commodities for fresh produce acquired and distributed through Department of
Defense procurement facilities.

All farm bill domestic nutrition assistance programs, except for the CSFP and
the administrative/distribution-cost component of TEFAP, generaly are treated as
mandatory entitlements for budget purposes. For the regular Food Stamp program,
thismeansthat, in order to affect costs, eligibility and benefit rules must be changed.
Specific annual mandatory funding levels are set by law for the Puerto Rico and
American Samoagrants, the food component of TEFA P, Community Food Projects,
the SFMNP, and fruit and vegetable projects. Theamount of the Northern Marianas
grant isnegotiated between the USDA and the Commonwealth. And decisionsmade
with each year’ s appropriation govern the CSFP, the administrative/distribution cost
component of TEFAP, and the amount set aside for the FDPIR.

The 2002 farm bill made extensive changes to Food Stamp program rules and
relatively minor revisions to those for the other programs.®> Using its March 2002
“baseline,” the Congressional Budget Office(CBO) estimated that thetotal additional
cost of the provisions in the nutrition assistance title of the 2002 farm bill would be
about $3 billion over the six-year life of the bill, representing 5%-6% of total new
spending prompted by the bill. However, whilethereisno direct measure of the real
cost of the 2002 bill’ s nutrition title (as opposed to costs incurred because of other
variables like unforeseen participation changes related to economic conditions or
increased participation rates), total actual costs through FY 2005 for the programs
covered by thenutritiontitle— including both “ baseline” spending and new spending
caused by the farm bill — were 12% higher than projected in 2002. If current CBO
estimates for FY 2006 and FY 2007 are added in and compared to the 2002 estimates
for those years, the gap widens to 20%.

A number of nutrition assistance issues for the 2007 farm bill are emerging and
are outlined below. However, action on most of them will depend heavily on
budgetary considerations — specifically, whether any new funding is available and
whether spending cuts will be required.

Food Stamps °

Thelargest of the nutrition assistance programsisthe Food Stamp program. At
$33 billion in FY 2006, it represents some 95% of the federal spending for farm bill
nutrition assistance programs, is the foundation of federal initiatives to give low-
income households the chance to obtain at least a minimally adequate diet, and isa
major factor in overall federal policy for the poor.

® For adetailed discussion of nutrition assistance program changes made and considered in
the 2002 farm bill, see CRS Report RL33690, Food Stamps and Nutrition Programsin the
2002 Farm Bill, by Joe Richardson.

® Authorized under the Food Stamp Act; 7 U.S.C. 2011 et seq.
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The purpose (and structure) of the program has evolved over time. It is meant
toplay aroleinthree areasof federal public policy. Food stampsoriginated asaway
of providing an outlet for surplus agricultural production, with the notable side
benefit of supporting poor families. However, its goals and role in the country’s
support systemfor thelow-income popul ation have shifted and expanded greatly. To
the extent it expands food purchasing power, it continues to support demand for
agricultural products.” But it now also is seen asthe government’ s primary response
to important concerns about the overall “food security” status of the low-income
population, although only an estimated 60+% of eligible individuas choose to
participate by the most recent count (2004). A 2006 Economic Research Service
(ERS) study reportsthat, in 2005, 11% of U.S. householdswere*“food insecure,” and
that the prevalence of “very low food security” was 3.9%.% Finally, the Food Stamp
program has become an integral part of the overall “safety net” for the needy. It
ranksasthefourthlargest needs-tested program, behind M edicaid, the Earned Income
Tax Credit, and the Supplemental Security Income program. It isperhapsthelargest
on-going program providing immediate aid to those affected by natural and other
disasters. According to the USDA’s Economic Research Service, when its benefits
are added to other income, food stamps are estimated to move amost 10% of
recipientsout of poverty, and, for atypical low-incomerecipient family with children,
food stamps can provide some 25% of their purchasing power.

Program Operation. The regular Food Stamp program provides inflation-
indexed monthly benefits to low-income households that supplement their own
spending on food; benefits vary by income, household expenses (like shelter costs),
and household size — but generally not by state or region.® They are delivered
through electronic benefit transfer (EBT) cards that are used like debit cards.
Eligibility for food stamps is primarily based on a household’'s financial status.
Monthly grossincometypically must be below 130% of theinflation-indexed federal
poverty income guideline for the household’ s size (e.g., about $1,800 for a 3-person
household in FY2007), and liquid assets must be under $2,000 ($3,000 for those
households with elderly/disabled members). However, some households can be
“categoricaly eligible’ if they participate in another income-tested program like
Temporary Assistance for Needy Families (TANF) or the Supplemental Security
Income (SSI) program. And certain categories are barred irrespective of their

" A dollarin food stamp benefitsis estimated to result in new food spending of 17-47 cents,
depending on household income and type, versus 5-10 centsin the case of adollar of cash.
Although food stamp aid itself must be spent on food, adollar in food stamps does not lead
toafull dollar of additional food stamp spending because cash previously spent on food is
freed up and can be used for nonfood expensesthat, for the recipient, may be more pressing.

8 This second category was denominated as “food insecure with hunger” in reports for
earlier years. Households classified as “food insecure” were grouped into two categories.
Thoseclassified ashaving “low food security” (7.1%) reported multipleindications of food
access problems, but typically reported few, if any, indications of reduced food intake.
Thoseclassified ashaving “ very low food security” (3.9%) reported multipl e indications of
reduced food intake and disrupted eating patterns due to inadequate resources for food.

° Alaska and Hawaii are special exceptions to this general rule.
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financial need — e.g., many noncitizens, able-bodied adults without dependents not
meeting awork test.

Program costs are shared with the states, which administer the program under
generally uniformfederal rules. Thefederal government paysthefull cost of benefits
and about half the cost of administration, operating work/training programs for
recipients, and state-directed nutrition education and outreach activities. States, and
in some cases localities, pay the remainder (some $2.7 billion in FY 2006).

The level of food stamp spending varies with participation, which is closely
linked to economic conditions and eligibility rules, and benefit levels. Benefitsare
indexed to food-cost inflation and adjusted for recipients' income, household size,
and certain nonfood expenses (like high shelter costs). Thebasictheory underpinning
food stamp benefits is that they should provide the difference between what a
recipient household can afford for food out of itsown monthly cashincome (assumed
to be about 30% of counted income) and the estimated minimal cost of an adequate
diet (the monthly cost of the USDA’s “Thrifty Food Plan” for its size). Since the
2002 farm bill, participation has increased substantially, from some 19 million
persons per month in FY 2002 to 26.2 million (September 2006), and the average
monthly benefit level hasjumped from $80 aperson in FY 2002 to $93 in September
2006."° Federal costs have grown from $20.6 billion in FY 2002 to in excess of an
estimated $33 billion for FY 2006.

Finally, the Food Stamp program has a*“ quality control” system that measures
the degreeto which eligibility and benefit decisions are erroneously made. The most
recent national quality control statistics (for 2005) show historically low error rates
— 4.5% of benefits over-issued and 1.3% under-issued.! States with persistently
high error rates can be assessed financial sanctions; those with very low error rates
can receive bonus payments.

Prospective Issues. The 2002 farm bill reauthorized expiring Food Stamp
program authorities and appropriations through FY2007. It greatly expanded
eligibility for noncitizens (most notably alowing eligibility for noncitizen children
and thosewho meet afive-year legal residence requirement), rai sed benefitsmodestly
for larger households (by countinglessof theirincome), and allowed statesto provide
“transitional” food stamps for families|eaving the Temporary Assistance for Needy

19T o put these partici pation figuresinto perspective, it should be noted that the all-time high
infood stamp parti ci pation wasreached shortly bef ore enactment of the 1996 welfarereform
law — 27.5 million personsamonth in FY1994. The al-timelow for the modern program
wasin FY2000— 17.2 million personsamonth. Because of participation by those affected
by Hurricanes Katrina and Rita, overall average FY 2006 participation and benefit figures
were somewhat higher than those noted for September 2006 — i.e., on average, 26.7 million
persons a month with monthly benefits of $94 a person.

1 Information on error rates and fraud (“trafficking” in food stamp benefits) can be found
in two recent Government Accountability Office (GAQO) reports— Food Stamp Program:
Sates Have Made Progress Reducing Payment Errors, and Further Challenges Remain
(GAO-05-245; May 2005) and Food Samp Trafficking: FNS Could Enhance Program
Integrity by Better Targeting SoresLikelyto Traffic and | ncreasing Penalties (GAO-07-53;
October 2006).
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Families (TANF) program. In addition, the 2002 bill set up anumber of state options
to ease accessto the program and admini strative burdens on applicants/recipientsand
program operators (e.g., allowing states to reduce recipient reporting requirements,
simplify benefit calculations, conform some food stamp rules to those used in the
TANF and Medicaid programs) and revamped the quality control system to reduce
the number of states subject to financial sanctionsand grant bonus paymentsto states
demonstrating exemplary administrative performance.*? Virtually no program cuts
were made.

Even small changes to eligibility or benefit rulesin aprogram as large as food
stamps can bring on relatively large budget costs or savings. And, as with the 2002
farm bill, the ability to revise the Food Stamp program in 2007 will depend heavily
on budget constraints at the time the farm bill is considered. A preliminary list of
major potential issue areas that have emerged at this time includes the following.

e Eligibility. Proposals to both loosen and tighten current rules
governing the eligibility of noncitizens are likely. In the 109™
Congress, the House version of the bill implementing spending
reductionsto comply withthe FY 2006 budget reconciliation measure
would havefurther limited eligibility for noncitizens. Moreover, any
changes made in immigration law may call for revision of food
stamp digibility rules. Under current law, states may make
households participating in their TANF programs categorically
eligible(automatically igible) for food stamps. The Administration
contends that states have taken advantage of thisrule to make those
with financia resources well above normal food stamp standards
eligible, smply by providing some minimal TANF-linked services.
And the Administration and others have proposed various limits on
categorical eligibility. Opponents of the current restrictions on
participation by able-bodied adults without children (ABAWDS),
which bar eligibility after 3 months unless the individual meets a
work-relatedtest, contend that they should either be abolished astoo
punitive (and administratively complex) or greatly eased. These
restrictionswere put in place as part of the 1996 welfare reform law.

e Assets. Current policy excludes most, but not all, retirement
savings from consideration as assets when testing for food stamp
eligibility. Whilethe 2002 farm bill allowed statesto expand thelist
of excluded retirement savings (e.g., to include Individual
Retirement Accounts) if they did so in their TANF program, very

12| nformati on on state options can befound in a2004 GA O report — Food Stamp Program:
Farm Bill Options Ease Administrative Burdens, but Opportunities Exist to Sreamline
Participant Reporting Rules among Programs (GAO-04-916; September 2004). Coverage
of the current status of state options is on the USDA website at
[http://www.fns.usda.gov/fsp/rules’M emo/ Support/State_Optiong/sixth/default.ntm]. And
information about states’ use of their options asto how to count the value of vehicleswhen
determining food stamp €eligibility can be found in areport by the Center on Budget and
Policy Priorities — Sate Vehicle Asset Policies in the Food Samp Program (revised
November 6, 2006) — available through the Center’ s website: [http://www.cbpp.org].
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few states have. The Administration and others have supported
disregarding all retirement savings to avoid penalizing those who
have saved for retirement but are temporarily in need. The Food
Stamp program’s dollar asset limits have not been significantly
changed in over 25 years. A number of critics argues that they
should be raised, or abolished, to encourage saving and simplify
administration.

Useof Benefits. Under current law, food stamp benefits can be used
for virtually any food purchase; they cannot be used for alcohal,
tobacco, hot prepared food, or dietary supplements. Food choicehas
been a recurring theme in food stamp policy debates. Critics argue
that nutrition-related limits shoul d be placed on thetypesof food that
can be bought with food stamps or that incentives be provided to
purchase nutritional food items. One state has asked permission to
imposethistype of restriction (but been denied becausethelaw does
not allow it). Another state has proposed adding a benefit incentive
for the purchase of fresh produce. Separately, some interested
parties have proposed an expansion to allow food stampsto be used
for dietary supplements, as in the Senate version of the 2002 farm
bill.

Benefit Levels. Within significant limits, food stamp benefits are
increased for those with high shelter costs in relation to their
income. Asin earlier farm bill debates, program advocates would
liketo seethoselimitsremoved. Again, asinearlier farmbills, there
are cals to increase or index the minimum benefit level ($10 a
month for 1- and 2-person households); it has not been changed
since originaly set in the 1970s and is seen as so low that it
discourages participation. Arguing that, especialy because of
increases in non-food household living expenses, the value of food
stamp benefits has been eroded, some advocates would ask that
either the maximum benefit be raised or that the standard amount of
income disregarded for al households be increased — effectively
providing an across-the-board benefit increase.

Administration. States(most notably Florida, Indiana, and Texas)
have taken, or are taking, maor steps to revamp the way they
administer food stamps, Medicaid, and the TANF program. While
current food stamp law requiresthat final eligibility/benefit decisions
be made by government employees, these initiatives can involve
“privatizing” (contracting out or outsourcing) many “back-office”
and other administrative tasks and “ modernizing/ streamlining”
administration through efforts like performing program intake by
computer application — resulting in cost savings from fewer
staff/offices and, it is hoped, better client service. There are no
federal minimum standards for these types of initiatives (e.g., with
respect to client service, pilot testing), and many of those watching
the current initiatives argue that some standards should be set
legislatively to give the USDA/FNS the ability to more effectively
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overseetheprogressinthisarea. Astheresult of experiencesrelated
to Hurricane Katrina, there have been proposalsto allow or require
the federal government to increase its share of food stamp
administrative costs (above the normal 50%) in the case of major
disasters.

e Program Access. Theparticipation rateamongfood stamp eligibles
hasincreased noti ceably since 2002 (when anumber of changeswere
put in place to encourage this). However, with the most recently
reported rate at 60%, some program advocates argue that further
steps need to be taken. In their view, procedural rules governing
how applicants and recipients aretreated, aswell asthoserelating to
eligibility for applicants participating in other public assistance
programs (like TANF), could be further loosened to ease access to
food stamp benefits to eligible households. Added federa
administrative cost-sharing for access-oriented state administrative
changes (e.g., longer office hours) and grants for access-improving
efforts could be legisated. In addition, advocates are concerned
about any access restrictions that might result from the initiativesto
privatize/ modernize/streamline administration noted above.

Programs in Lieu of Food Stamps

Four programs, three authorized under the Food Stamp Act, operate in lieu of
food stamp assistance.

e Puerto Rico receives an inflation-indexed annual block grant ($1.5
billion in FY 2006, serving about 1 million persons per month) to
operate a nutrition assistance program that works much like the
regular Food Stamp program — including delivery of benefits
through EBT cards.*®* Themajor featuredistinguishing PuertoRico’s
program from the regular Food Stamp program (other than more
restrictive financia eligibility tests and lower maximum benefit
levels) is that just 75% of a household’s benefit must be used for
food purchases, as opposed to 100% in the regular Food Stamp
program. Puerto Ricowas converted toitsnutrition assistance block
grantin 1982; asaquid pro quo, it was given total flexibility in how
its program is designed.

e Since 1994, American Samoa has received an annual nutrition
assistancegrant ($6.1 millionin FY 2006); it has designed aprogram
that serves low-income elderly and disabled persons (some 3,000
personsin FY 2005). Thisgrant was established under the USDA’s
discretionary authority to extend USDA programs to American
Samoa and other territories, but is now funded under the same
section of the Food Stamp Act as Puerto Rico's block grant and
indexed like Puerto Rico’s.

3 Authorized under Section 19 of the Food Stamp Act; 7 U.S.C. 2028.



CRS-9

e Since 1982, the Commonweslth of the Northern Mariana I slands
has been provided an annual grant (negotiated with the USDA, with
an estimated $8.4 million available for FY 2006) to operate a food-
stamp-like program with 30% of benefits earmarked for locally
produced products. This grant is authorized under P.L. 96-597 (a
law governing relations with the Commonwealth) and, as such, has
not, in the past, been part of afarm bill.

e Indian tribal organizations may choose to operate the Food
Distribution Program on Indian Reservations (FDPIR), instead of
having the state offer regular food stamp benefits; the full cost of
benefitsand most administrative expensesare covered by thefederal
government.* This option operates on over 250 Indian reservations
in22 states. Theprogram offersnutritionally balanced monthly food
packages of USDA-provided commodities to those meeting
eligibility rulescloseto those used for food stamps; households may
not get both food stamp and FDPIR benefits. In FY 2005, it served
about 100,000 persons per month at a cost of about $80 million
(30% for administrative/ distribution costs). The FDPIR distributes
both commodities bought specifically for it (“entitlement”
commodities) and “bonus’ commodities acquired by the USDA for
farm support reasons; in FY 2005, $55 million worth of entitlement
commoditieswere distributed, supplemented by $2 millioninbonus
food items. The monthly value of the food packages averaged $41
a person.

Prospective Issues. The 2002 farm bill extended the three programs now
authorized under the Food Stamp Act — grantsto Puerto Rico and American Samoa
and the FDPIR — through FY2007." It also slightly increased and indexed the
nutrition assistance grants for Puerto Rico and American Samoa, and specifically
authorized American Samoa's grant as part of the Food Stamp Act. Legidative
issuesrelated to programs operating in lieu of food stampsare unlikely in the context
of the farm hill, and, as yet, none has emerged. However, questions regarding the
quality and content of FDPIR food packages may arise because the USDA isin the
process of revising the packages contents. Moreover, there may be acall for some
action related to set-aside money to purchase bison meat (from Indian cooperatives)
for the FDPIR,; this has recently been done through appropriations law language but
was not included in FY 2007 appropriations actions.

14 Authorized under Section 4(b) of the Food Stamp Act; 7 U.S.C. 2013(b).

> No extension was necessary for the Northern Marianas grant because it operates under a
separate permanent authorization.
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The Emergency Food Assistance Program (TEFAP)®*

TEFAP was begun in 1981-1982 as a temporary expedient designed, at least
initially, to dispose of huge stocks of government-held food commodities. It also
occurred in the aftermath of noticeable reductions in the coverage of and benefits
provided by food assistance programs like food stamps and school meal programs
legislated in 1981-1982, and in the midst of an economic recession and concern over
“hunger” and homelessness among the needy. In 1983, the Emergency Food
Assistance Act gave the program official status and authorized funding for
administrative and distribution costs.

In the early years (through FY 1988), the only significant federal expenditures
involved were appropriationsfor administrative/distribution costs. Thecommodities
were so-called “bonus’ commodities, those acquired for farm-support reasons and
held in excess of what was needed to fulfill other federal commitments (e.g., to
school meal programs). The establishment of TEFAP helped reduce federal
commodity stocks (and storage costs associated with them), provided an aternative
source of food assistance for the needy, and was instrumental in supporting and
expanding anetwork of emergency food aid providersthat also drew food and other
resources from many non-governmental sources.

In 1988, after the Administration indicated plans to phase out the program
because of the lack of bonus commodity inventories, Congress began the practice of
mandating funding for TEFAP commodities, thereby creating a minimum
“entitlement” toacertainlevel of commodity assistance. Thisentitlement component
was ensconced in permanent law by the 1996 welfare reform act (P.L. 104-193),
which guaranteed the program $100 million ayear. Additional bonus commodities
continued to be made available — differing each year according to USDA
acquisitions. This guarantee was increased to $140 million ayear in the 2002 farm
bill.

Under TEFAP, the federal government provides food commodities to states
along with grants for administrative and distribution costs. This assistance
supplements other sources of food aid for needy persons and often is provided in
concert with food bank and homeless shelter projects. Eligibility decisions for
TEFAP assistance are made by states. They may direct their TEFAP commodities
directly to (state-defined) needy househol dsand meal sserved to (state-defined) needy
persons at congregate meal sites. Local TEFAP administering agencies also are
chosen by states. National emergency provider and food bank networks (like Second
Harvest) are also heavily involved.

In addition to state alocations of the $140 million in entitlement commaodities,
each state receives a share of the $50 million a year appropriated as discretionary
money to fund expenses associated with administration and distribution (storage,
transportation) of the commodities, and states may divert some of the $140 million

16 Authorized under (1) Section 27 of the Food Stamp Act (7 U.S.C. 2036) and (2) the
Emergency Food Assistance Act (7 U.S.C. 7501-7516).
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to administration/distribution costs.'” Moreover, state entitlements to TEFAP
commodities are supplemented with bonus commodities (about $150 million in
FY 2005) that the USDA has acquired in its agriculture support programs.

Prospective Issues. The2002farm bill extended TEFAP authoritiesthrough
FY 2007 and increased the level of entitlement commodities from $100 million to
$140 million a year. Since the 2002 farm bill, bonus commodity donations from
USDA stocks to TEFAP have dropped dramatically — from over $240 million in
FY 2003 to about $150 million in FY 2005, with estimates of less than $100 million
for FY 2006 and perhapsFY 2007. Because USDA commoditiesprovideanimportant
underpinning to emergency food assistance providers' activities and they have come
to rely on them, there are calls from providers and others for the 2007 farm bill to
substantially increasethelevel of entitlement commodity assistanceabovethe current
$140 million a year, or establish some minimum threshold that must be met with a
combination of entitlement and bonus commodities.

Commodity Supplemental Food Program (CSFP)*®

The CSFP was originally established in the late 1960s, under the authority of a
series of appropriations laws, to provide aid to low-income women (pregnant and
postpartum), infants, and children, who at that time had no other food assistance
program to turn to for aid specific to their needs. Since then, the WIC program has
largely taken over thisrole. However, the CSFP continuesto operate and now serves
mostly elderly low-incomeindividual swho either need extrahel p beyond food stamp
benefits or are reluctant to apply for food stamps. Projects supported by the CSFP
typically provide arange of other services to their communities.

The CSFP provides supplemental foodsto low-incomeelderly personsand low-
income pregnant, postpartum, and breastfeeding women, infants, and children
through over 140 projectsin 32 states, the District of Columbia, and on two Indian
reservations. Eligibility islimited to those with income below 130% of the federal
poverty income guidelines (e.g., about $13,000 a year for 1 person). The foods are
purchased by the USDA and distributed to grantees, and food packagesreceived and
distributed by CSFP projects are designed with the specific nutritional needs of the
elderly and women, infants, and children in mind. CSFP grantees also receive
significant funding for administrative costs. The program isadiscretionary program
depending on annual appropriations decisions, and commodities and administrative
funding generally are apportioned by the number of persons served in the prior year;
if new money is appropriated or allocated “dots” are not used, new projects can be
added. The commodities provided by the USDA are of two types: (1) “entitlement”
commodities bought with annually appropriated funds and included in the food
packages and (2) “bonus’ commodities donated from USDA stocks and provided in
addition to, or as part of, food packages.

1n FY 2005, $20 million was diverted.

18 Authorized under Sections 4 and 5 of the Agriculture and Consumer Protection Act of
1973; 7 U.S.C. 612c note.
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In FY 2005, the CSFP served over 500,000 personsamonth, 90% of whom were
elderly. Some $82 million in entitlement commodities and $38 million worth of
bonus commoditieswere distributed; food packageswere valued at between $18 and
$21 per person per month. Administrative cost support was $29 million.

Prospective Issues. The 2002 farm bill extended the authorization for the
CSFPthrough FY 2007 and increased the proportion of appropriations earmarked for
administrative costs. In its FY 2007 appropriations request, the Administration
proposed terminating the CSFP, as duplicative of other programs (the WIC program
and food stamps). However, neither the House nor Senate FY 2007 Agriculture
appropriations measures adopted this position. CSFP advocates have, for anumber
of years, called for a change in rules that would boost the income éligibility limit
from 130% of the federal poverty guidelinesto 185% and arelikely to raise theissue
again in the 2007 farm bill.

Fresh Fruit and Vegetables,
Commodity Support, and Farmers’ Markets

The nutrition title of the 2002 farm bill addressed, for the first time, the
availability of fresh fruit and vegetablesin schools — because of growing concerns
over childhood obesity and the quality and typesof foods offered through school meal
programs. It established a pilot project under which a small number of schoolsin a
limited number of states and Indian reservations receive funding to offer free fresh
fruit and vegetablesto students.*® The project wasexpanded, given mandatory annual
funding, and made permanent through the 2004 child nutrition reauthorization law
(P.L. 108-265), and further expanded and given added money in P.L. 109-97. In
FY 2006, about 400 schoolsin 14 states and 3 Indian reservations received support
for this project, supported by funding totaling to $15 million.

Separate from the nutrition title, the 2002 farm bill (in Section 10603) required
that a minimum of $50 million a year of the amount spent on commodities for
schools be used for fresh fruit and vegetables acquired for school meal programs
through the Department of Defense “Fresh Program” (“DOD Fresh”).

The2002 nutritiontitleal so provided statutory authority and mandatory funding
(at $15 million ayear through FY 2007) for anew Seniors Farmers’ Market Nutrition
program (SFMNP), under which low-income seniorsreceive vouchersthat they may
redeem at farmers’ markets and roadside stands for fresh fruit and vegetables. The
SFMNP was set up to give low-income elderly the same help that WIC recipients
receive through WIC farmers' market vouchers (a separate program not subject to
farm bill renewal).

Prospective Issues. The fresh fruit and vegetable program set up by the
2002 farm hill has proved popular — for example, both the House and Senate
appropriations billsfor FY 2007 included a significant expansion in funding and the
number of states covered — and it isvery probable that various proposalsfor further
growth in the program will be advanced for the 2007 farm bill. Recommendations

19 |n Section 4402 of the 2002 farm bill.
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for continuation of and possible added funding for the DOD Fresh set-aside also can
be expected; however DOD Fresh is being restructured in away that will probably
de-emphasi ze procurement of locally produced food items, and Congressmay revisit
the set-aside to see if alternatives are more desirable.

The only proposed change in the SFMNP islikely to be a provision barring the
use of SFMNP funds to pay sales taxes, coupled with arule disregarding the value
of SFMNP benefits as financial resources for tax and public assistance purposes.
Thishasbeen proposed by the Administration, wasincluded in the House and Senate
FY 2007 appropriations measures, and mirrorswhat isnow donefor theWIC farmers
market program.

Community Food Projects

Inthe 1996 farm bill, Congress established, as Section 25 of the Food Stamp Act
(7 U.S.C. 2034), a program of assistance for community food projects, intended to
promote innovative local self-help initiatives to meet nutrition and farm needs.

Community food projects are funded at a total of $5 million a year — a
mandatory sum set aside from each year's Food Stamp Act appropriation. The
program consists of competitive grants administered through the USDA’s
Cooperative State Research, Education, and Extension Service (CSREES), and
requiring a 50% match.

Project grants provide one-time infusions of federal dollars for local projects
designed to increase the food self-reliance of communities; promote comprehensive
responses to local food, farm, and nutrition issues, develop innovative linkages
among the public, for-profit, and nonprofit food sectors;, encourage long-term
planning and multi-agency approaches, or improve the availability of localy or
regionally produced foodsto low-income people. Inaddition, one grant is mandated
— toanon-governmental entity that coordinatesand di sseminatesrecommendations
garnered from the various local projects.

Prospective Issues. With little debate, the 2002 farm bill extended the
requirement for funding of community food projects through FY2007. Decisions
on whether to extend this requirement again or ater the program will likely depend
at least in part on perceptions of its value and effectiveness so far. However, some
in the Administration have informally raised the issue of extending the permissible
length of project grants to a maximum of 5 years (rather than the current 3 years) in
order to more closely match the terms of other CSREES grants.
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Legislation

While the Administration’s FY 2008 budget is expected to contain legislative
proposals with respect to food stamps (most probably relating to categorical
eligibility and retirement savings, as proposed in earlier budgets), it has not yet been
submitted to Congress. At present, three federal nutrition-assistance-related bills
have been introduced —

e H.R. 45. Healthy Foods for Healthy Living Act. Authorizes grants
to community-based organizations and other local agencies to
promote greater consumption of fresh fruit, vegetables, and other
health foods in low-income communities. Includes servicesrelated
to obesity prevention and treatment under Medicare and Medicaid.

e H.R.206. Anti-Hunger Empower ment Act of 2007. Proposesadded
federal cost sharing for state administrative expenses related to new
activitiesto increase access to food stamps, annual progress reports
on implementing stepsto improve Food Stamp program access, and
a pilot project providing “Beyond the Soup Kitchen” grants to
community-based groups for activities bolstering food security and
technical assistance grants to community-based nonprofit feeding
and anti-hunger groups.®

e H.R. 208. Expands the existing project providing fresh fruit and
vegetables in selected schools in a limited number of states to
include New York state and selected Head Start programs in
participating states.

% H.R. 206 also would terminate a provision of food stamp law that reduces federal
spending on food stamp administrative expenses by shifting certain costs to states.



