The Value of Food Stamp Benefits in Missouri Is Getting Worse:
Congress Should Address This Issue in the 2007 Farm Bill

One of the most important issues Congress will address in this year’s Farm Bill is the future of
the Food Stamp Program. 26 million Americans, including 796,350 Missourians, rely on Food
Stamps to help them purchase a nutritionally adequate diet.

Unfortunately, the average Food Stamp benefit is
about 86 cents per meal per Missourian. Because
the Food Stamp benefits do not keep up with the
cost of living, the amount of food that Food Stamp
households can purchase is steadily declining. As a
result, Food Stamp households are increasingly
likely to run out of food before the end of the month,
which can affect everything from their health to
their ability to succeed at work and in school.

When Congress renews the Food Stamp Program in
the Farm Bill, the Food Stamp benefits should be
improved to the point where families can get
adequate help in buying healthier, but more
expensive, foods. At a minimum, Congress must
stop the erosion in the value of Food Stamp benefits.
Such a change would provide needed help to poor
Missourians who depend on the Food Stamp
Program to help meet their nutrition needs. And, it
would also provide a significant boost to Missouri’s
economy by increasing overall food purchases.

Background on the Food Stamp Program

How Missouri Is Harmed by the
Continuing Erosion in Food Stamp
Benefits:

> Every year, the Food Stamp
benefits received by roughly
477,000 Missourians can buy less
food.

> Next year, a typical working parent
with two children will receive
roughly $300 less in Food Stamp
benefits because of the freeze of
the standard deduction.

» The declining value of Food Stamp
benefits means that Missouri will
lose about $86.5 million in
economic activity next year.

The nation’s largest and most comprehensive nutrition program, the Food Stamp Program is
primarily responsible for this country’s significant progress against hunger and malnutrition in

recent decades.

In the late 1960s, medical research exposed the fact that American children

suffered and died from diseases related to severe malnutrition that usually are thought of as

occurring only in third-world countries.

available nationwide, physicians found that severe malnutrition had become rare.

But in 1979, after the Food Stamp Program became

They

attributed this dramatic improvement to the Food Stamp Program.*

Food Stamp benefits generally go to households that include children, elderly people, or people

with disabilities.

Many Food Stamp households, however, are working families.

When

combined with the federal Earned Income Tax Credit, Food Stamp benefits enable a family
supported by a full-time, minimum-wage worker to approach the poverty line, thereby helping

the family make ends meet each month.
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Why Food Stamp Benefits Are Fiscal Year
Eroding — and How Missouri Is
Affected

The Food Stamp program rules allow applicants to subtract a “standard deduction” from their
income to reflect the cost of non-food necessities such as housing, clothes, transportation, and
school supplies. The standard deduction represents the portion of household income that is not
available to purchase food because it must be used for other basic expenses. Food Stamp benefit
levels are based on a household’s income minus the standard deduction and other important
deductions — such as the medical expense deduction. Households with lower incomes (after all
the available deductions are taken) receive larger Food Stamp benefits because they are
presumed to have less money available to purchase food.?

Until 1996, the standard deduction went up each year to account for the fact that basic living
expenses go up due to inflation. In 1996, however, Congress froze the value of the standard
deduction at $134, a freeze that remains in effect today. If the standard deduction had continued
to keep pace with inflation, it would be $184 this fiscal year, $205 in fiscal year 2012, and $229
in fiscal year 2017.* The annual increase in the standard deduction levels would have allowed
many working families’ Food Stamp benefits to keep pace with the rising costs of food, thereby
assuring that these families will have adequate access to food.

In 2008, the Food Stamp benefit will be about $37 per month ($450 per year) less than it would
have been absent the 1996 cuts for a typical working parent with two children. However,
approximately $24 of the lost benefits ($288 per year) are attributable to the freeze in the
standard deduction and the remaining $13 ($160 per year) is due to an across the board reduction
in Food Stamp benefit levels. (See Figure 1.)> Thus, the standard deduction freeze is a major
reason for the substantial erosion in the purchasing power of Food Stamp benefits.

By 2012, the Food Stamp benefit will be about $42 per month ($500 per year) less than it would
have been, absent the 1996 cuts, for the same family. The standard deduction freeze will cost
this family approximately $29 per month or ($350 per year) in food stamp benefits, measured in
2008 dollars and not including any loss due to reductions in Food Stamp benefit levels (the loss
due to the permanent across the board cut in benefit levels will remain the same in 2012 -- $13



per month). Thus, under current rules regarding the standard deduction, this lost ground will
never be recovered and the Food Stamp benefit erosion gets deeper with each passing year.°

In all, Missouri residents will lose $47 million in Food Stamp benefits in FY2008 due to the
freeze in the standard deduction. Over the course of the next ten years, the standard deduction
freeze will result in approximately $611 million that needy Missourians will not have available
to buy groceries.

This lost income harms not only the Missouri households that need Food Stamp benefits to put
food on the table every day, but also weakens the Missouri economy by reducing low-income
households’ purchasing power. According to the United States Department of Agriculture
(USDA), which administers the Food Stamp
Program, “[The FSP] also serves as an economic
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and everyone else in Missouri who depend on a strong economy.

Many Low-Income Missouri Households Need Help Obtaining an Adequate Diet

While the severe malnutrition documented in the United States in the 1960s is now rare, about 35
million Americans — including nearly one in five American children — do not always have
access to sufficient food.® The Agriculture Department calls this condition “food insecurity,” or
“limited or uncertain access to nutritionally adequate food for an active and healthy life for all
family members.”

Food insecurity is a problem in Missouri too: about 274,000 households in Missouri are food
insecure.'® This large group includes low-income working families and senior citizens living on
fixed incomes. It also includes households with young children; such households are more than
twice as likely to lack food than households without children.


javascript:ntn(121173,%209);
javascript:ntn(118593,%209);
javascript:ntn(120062,%209);

Lack of food can have devastating effects, particularly during the critical periods before birth and
in early childhood. Infants and toddlers in food-insecure families are 90 percent more likely to
be in fair or poor health — and 30 percent more likely to require hospitalization — than other
children. In older children, food insecurity contributes to poor physical health, lower school
achievement in reading and math, and behavioral and emotional problems, including a higher
risk of suicide in adolescent girls.**

Conversely, low-income families that receive Food Stamp benefits are less likely to be food
insecure, which in turn means their children are less likely to suffer from anemia or malnutrition
(or child abuse) and tend to do better in reading and math. In older children, particularly girls,
Food Stamp benefits have been shown to decrease the risk of obesity.*

Food insecurity remains a serious problem because of the rising cost of living and the growth of
poverty. Costs for housing, utilities, gas, transportation, and other necessities have climbed, but
most working families’ wages have remained stagnant. And when budgets are tight, food is
usually the first place where families cut back.

Since Food Stamp benefits are small and steadily shrinking, even Food Stamp benefits are no
guarantee that a household will be able to afford sufficient food; many of the millions of
Americans who are food insecure receive Food Stamp benefits. For many households receiving
Food Stamp benefits, these benefits often do not last a household through the month and this
situation is getting worse each year as the purchasing power of the Food Stamp benefit continues
to decline. As an Ohio Food Stamp recipient recently told a congressional hearing:

In the months when my food stamp benefits are lower, | run out of food stamps
before the end of the month and I’m always watching the calendar for the first of
the month to come so I’ll have access to my new benefits and we can eat again.*®

In the 2007 Farm Bill, Congress Can Improve the Value of Food Stamp Benefits

In this year’s Farm Bill, there are a number of steps Congress could take to strengthen the Food
Stamp Program and thereby reduce hunger and food insecurity in Missouri and the United States.
These steps include restoring Food Stamp eligibility to groups that have been excluded from the
program, allowing people with modest retirement savings to receive Food Stamps to help them
meet daily food expenses, and allowing working families to deduct the full cost of their child
care in determining their food stamp benefit levels.

One of the most important improvements Congress can make this year is to restore the
purchasing power of the Food Stamp benefit. More than ten years after enactment of the 1996
law, the cuts in Food Stamp benefits contained in that law continue to deepen with each passing
year and to affect more Food Stamp households each year, including most of the working poor
and the elderly poor. Each year, Food Stamp households are able to purchase less food than the
year before. Congress should undo these cuts. At a minimum, Congress should prevent the
further erosion of the purchasing power of Food Stamp benefits. Failing to stop this erosion now
leads to deeper and deeper cuts as time goes by. Only by stabilizing Food Stamp benefits now
can participants even maintain this year’s Food Stamp purchasing power.



Congress could restore the standard deduction to its pre-1996 level by raising the deduction to
$188 in 2008 and setting it to adjust annually for inflation in the future.** A typical household of
three or fewer members would see its benefits increase by about $24 a month next year. This
change would be expensive, however, costing about $9 billion over five years. This level of
resources is unlikely to be available in the 2007 Farm Bill.

Accordingly, we recommend simply maintaining the value of the standard deduction at its
current level, at a substantially lower cost. Congress can do this by simply reinstating its earlier
policy of adjusting the standard deduction annually for inflation, beginning in 2008." That
would cost about $1.3 billion over five years.*® Low income families receiving Food Stamp
benefits would not regain any of the ground lost since 1996, but the real value of their Food
Stamp benefits would stop deteriorating.

Conclusion

The Food Stamp Program has been a resounding success, which is why polls show a large
majority of Americans strongly support it. However, the erosion of the benefit level is making it
increasingly difficult for Food Stamp recipients to obtain an adequate diet. In addition to any
other improvements Congress may make in the program in the new Farm Bill, it is vital that
Congress prevent this erosion from continuing. Such a step would help low-income Missourians
and the entire State economy.
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