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Policies for 

Expanding the Demand 
for Farm Food Products 

in the United States 

PART II. PROGRAMS AND RESULTS 
Martin E. Abel and Willard W. Cochrane1 

THIS REPORT is the second part of an overall study entitled 
"An Economic Analysis of Demand Expansion Policies for Food 
in the United States." The first report, Policies for Expanding the 
Demand for Farm Food Products in the United States; Part I. 
History and Potentials, was published in 1959.2 The objectives of 
the overall study are: (1) to measure the extent to which food 
consumption may be increased when certain restrictions to con­
sumption are lifted; (2) to develop new demand expansion pro­
posals and examine existing proposals with respect to their ability 
to increase food consumption; and (3) to estimate the impact of 
demand expansion programs on food consumption, farm resource 
use, and farm prices and incomes. 

BASIC CONCEPTS 
The concept of demand expansion has 

a special meaning in the current policy 
analysis. "It consists of three features: 

1. An increase in the consumption of 
food by consumers in the United 
States above a given level, which 

2. Results from purposive action by 
society to realize some food con­
sumption goal (e.g., improved nu­
trition, a more varied diet), and 
which 

3. Involves an increased employment 
of farm resources to meet the food 
consumption goal."" 

1 Martin E. Abel and Willard W. Cochrane are, respectively, research assistant and pro­
fessor, Department of Agricultural Economics, University of Minnesota. 

The authors gratefully acknowledge the assistance of all i:ldividuals and organizations that 
assisted the project in any way. The authors, of course, assume sole responsibility for all ma­
terial presented. 

2 John M. Wetmore, Martin E. Abel, Elmer W. Learn, and Willard W. Cochrane, Policies 
for Expanding the Demand for Farm Food Products in the United States; Part I. History and 
Potentials, University of Minnesota Agricultural Experiment Station Technical Bulletin 231, 
April 1959. 

8 Ibid., p. 4. 
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There are then two main reasons for 
expanding the demand for farm food 
products: (1) to attain some food con­
sumption goal, and (2) to eliminate or 
reduce surplus resources in agriculture. 

A surplus is "defined as an excess in 
the quantity supplied over that de­
manded at a given price. At a lower 
price there is no 'surplus,' in a quantity 
sense; the problem converts to one of 
low farm prices and incomes.'" At times 
the surplus will be excess quantities of 
agricultural commodities at a given 
price. At other times it will be in the 
form of low prices and incomes. In 
either case, the surplus represents an 
excess of resources employed in the 
production of agricultural commodities. 

Scope and Methods of the Study 

The first report contains the history 
of demand expansion proposals in the 
United States and measures of the ex­
tent to which food consumption may 
be increased when certain restrictions 
(e.g., income or price) to consumption 
are lifted. The general approaches to 
demand expansion presented in the first 
report are: (1) subsidizing the income 
of low-income consumers for food 
needs; (2) reducing retail food prices 
while subsidizing farmers for the dif­
ference between the new, lower, retail 
price and some established price level 
for their products; and (3) enabling 
everyone to eat a nutritionally adequate 
diet. 

The potential changes in food con­
sumption and farm resource use ob­
tained would result at different levels 
of achievement for each approach. The 
levels of achievement represent the de­
gree to which consumption restrictions 
are lifted. The potentials represent the 
upper limits of increasing food con­
sumption at each level of achievement. 
They are estimated increases in food 
consumption obtained when lags, leak­
ages, and frictions are not considered. 

4 Ibid. 
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Net increases in food consumption 
are obtained when program lags, leak­
ages, and frictions are considered. Not 
all eligible persons would participate in 
any given program and some partici­
pants would not use the program fully. 
Therefore, increases in food consump­
tion resulting from the operation of 
one or more demand expansion pro­
grams at a specified level of achieve­
ment would not be more than the po­
tentials estimated in the first report. It 
is very likely that they would be. less. 

Objectives 

The development of means (pro­
grams) to implement the three ap­
proaches and the measurement of the 
resulting net increases in food con­
sumption, farm resource use, and farm 
prices and incomes are the principal 
objectives of this phase of the study. 

The purpose of this report is: 

1. To examine the social and political 
factors that are instrumental in the 
operation of demand expansion pro­
grams. 

2. To construct several programs that 
are consistent with the specified in­
come, price, and nutrition approaches 
to demand expansion. 

3. To analyze these programs with re­
spect to: (1) social and political ac­
ceptance; (2) the extent to which 
food consumption would be in­
creased; (3) the cost of operation; 
(4) the extent to which farm re­
source requirements would be in­
creased; and (5) the impact of pro­
gram operations on farm prices and 
incomes. 

Limitations 

The data from which the food con­
sumption potentials were estimated in 
the first report of the overall study are 
limited to domestic civilian consump­
tion. Therefore, this analysis will also 



be limited to the domestic civilian 
scene. 

Only those programs directly related 
to the expansion of demand for food 
will be examined. That is, the prime 
objective of the programs will be in­
creased food consumption. However, 
national policies and programs have 
indirect effects other than those for 
which they are conceived (e.g., the in­
come redistribution effects of demand 
expansion programs). A thorough anal­
ysis of all indirect effects is beyond the 
scope of this study, but those that can 
be analyzed within its framework will 
be examined. 

In the first report consumption po­
tentials were calculated for several 

levels of achievement under each ap­
proach to demand expansion. This 
phase of the study will limit itself to 
those levels of achievement that appear 
reasonable. Levels of achievement 
which, for example, would involve one­
half of the nation's population at a cost 
in excess of the total budget of the 
United States Department of Agricul­
ture are unreasonable and do not merit 
further examination. 

This report is confined to the assump­
tions and data employed in the first 
report. The limitations imposed restrict 
the study to an area in which reliable 
estimates of the effects of demand ex­
pansion programs on increasing food 
consumption can be obtained. 

Chapter I. Social, Political, and Administrative 
Considerations in Formulating Demand 

Expansion Programs 

MANY SOCIAL and political factors must be considered in 
the development of demand expansion programs for farm food 
products in the United States. If these programs are to operate 
successfully, they must receive adequate public support and 
maximum participation of eligible persons. This is a basic prin­
ciple for program construction. Therefore, social and political 
factors that affect program participation and support are ex­
amined. 

The social and political dichotomy is 
not always clear. When our democratic 
process works well and our political sys­
tem accurately reflects the views of the 
electorate, distinctions between social 
and political interests tend to disap­
pear. However, this happens only 
when an issue carries the support (or 
disapproval) of an overwhelming ma­
jority. Such a clear cut majority view­
point is the exception rather than the 
rule. 

Public problems are usually resolved 
through compromise. Our political sys­
tem represents a wide range of social 
values, knowledge of issues, and vested 
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interests. These varied and diverse 
viewpoints are brought together in the 
political arena. Through informed dis­
cussion, pressure, and propaganda, po­
litical representatives attempt to effect 
a majority solution to the particular 
problem. When majority solutions of 
this kind result, social and political in­
terests differ. No one social group can 
completely accord its values and de­
sires with the results of the political 
solution. The solution appears as a 
separation of interests. Therefore, it 
will be fruitful to examine social and 
political factors separately in this anal­
ysis, even though it will be sometimes 
difficult to maintain the dichotomy. 



However, an examination of social 
and political interests relating to de­
mand expansion is not enough. These 
factors must be reconciled with the 
economic facts of life. The process of 
compromise again comes into play, and 
the dictates of economic principles can 
not always be realized. These dictates 
may run counter to prevailing value 
systems and established institutions. 
What is economically sound may be 
socially unpalatable. "Only if econo­
mists are modest in their claims and 
renounce all pretenses to postulate uni­
versal laws and norms can they pro­
mote effectively their practical objec­
tives, viz., to keep political arguments 
rational, that is to say, to base them on 
as complete and as correct a knowledge 
of the facts as possible."" To achieve 
"realistic" policies, economic, social, and 
political interests must be integrated 
into a harmonious blend. 

The next step after policy formula­
tion is policy implementation. Programs 
have to be developed to carry out the 
dictates of a policy which defines the 
desired ends. The basic pattern of pro­
gram formation is for the actor (say 
government) to pursue desired ends by 
selecting appropriate means compatible 
with existing conditions.• The desired 
ends are set forth in the formulation of 
the policy. 

In this study there are two desired 
ends: (1) to increase food consumption 
tn attain some food consumption goal 
(e.g., better nutrition); and (2) to elimi­
nate agricultural surpluses and, there­
by, improve farm prices and incomes. 
The means to be used are programs for 
expanding the consumer demand for 
food. However, these programs must 
work within our present social, politi­
cal, and economic setting in order to 
maximize effectiveness in achieving the 
above goals. 

The programs considered in this 
study are national in scope. Although 
some programs may deal with specific 
segments of the population, each seg­
ment will be looked at for the country 
as a whole. 

In this study the term public accept­
ance is synonymous with national ac­
ceptance and is of two forms. First, 
society must favor the existence of the 
programs and contribute to their sup­
port. Second, eligible persons must be 
willing to participate in the programs. 
Both facets of public acceptance must 
be considered. 

PROGRAM EXPERIENCE 
A sizeable body of information exists 

on public programs operating in or near 
the area of demand expansion for farm 
food products. Some of these programs 
are no longer in existence; others are 
still operating today. Experience gained 
from the operation of these programs 
contributes significantly to the current 
discussion. The three programs that 
have probably received the most atten­
tion are the Food Stamp Plan, the 
School Lunch Program, and the School 
Milk Program. The Food Allotment 
Plan proposed in 1944 also deserves 
mention. Although it was never used, 
it contained some interesting features 
and can be classified as a demand ex­
pansion effort. 

The Food Stamp Plan enabled low­
income families "to purchase stamps 
which could be used in the purchase 
of food. They were given, without 
charge, an additional value in stamps 
of a different color. These could be used 
for purchase of certain foods declared 
to be in surplus. The government would 
then redeem these stamps for cash 
when turned in by the retail food 
merchant." 7 The Food Stamp Plan be-

"Gunnar Myrdal, The Political Element in the Development of Economic Theory (Cam­
bridge: Harvard University Press, 1954), p. 206. 

• Rainer Schickele, Agricultural Policy (New York: McGraw-Hill, 1954), p. 60. 
7 Murray R. Benedict, Farm Policies of the United States, 1790-1950 (New York, Twentieth 

Century Fund, 1953), p. 385. 
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gan in 1939 and was discontinued in 
1943. World War II had created a situ­
ation of food shortages and the agri­
cultural surplus problem of the 1930's 
temporarily vanished. 

The Food Stamp Plan was well re-
ceived during its period of operation. 

On the whole, it appears to be quite 
clear that there has been an astonishing 
extent of agreement on the merit of the 
program. The Food Stamp Plan has evi­
dently attracted as much public atten­
tion as any program launched in recent 
years. Moreover, the weight of opinion, 
where the plan is understood, appears 
to be extremely favorable. This attitude 
does not seem to be confined to any 
particular group. The program is ap­
parently one phase of direct action that 
has substantial support from every large 
group in the community.8 

The School Lunch Program was 
started in 1932-33. Originally, the pro­
gram provided for the feeding of one 
meal a day to children of relief families 
who, after examination, were found to 
be suffering from underfeeding and 
malnutrition.• The program was then 
expanded to include children from non­
relief families who also suffered from 
malnutrition.10 In 1935 a permanent pro­
gram for school lunches was set up with 
a permanent source of funds. However, 
the program still had to rely on surplus 
foods. In 1946 the School Lunch Pro­
gram was freed from this restriction. 

The National School Lunch Act, which 
became effective June 4, 1946, placed the 
program on a permanent basis. The 
basic purpose of the program, as spelled 
out in the legislation, is to safeguard the 
health and well-being of the Nation·s 
children by encouraging them to eat 
more nutritious foods. Federnl funds are 
provided to assist in the operation of 
non-profit school lunch programs. The 
Department of Agriculture carries out 

the provisions of the act with the co­
operation of the State Departments of 
education. 
Public and non-profit private schools of 
high school grade or under may par­
ticipate in the program and apply for 
Federal assistance. Stipulations for par­
ticipation by schools in the program is 
that nutritious meals must be served on 
a non-profit basis and must be available 
to all children regardless of their ability 
to pay and without discrimination.U 

The School Lunch Program has been 
very popular. In recent years, about 60 
percent of our Nation's schools attended 
by 80 percent of the total pupil popu­
lation had a feeding service program.12 

The number of meals served increased 
165 percent from 1947 to 1957." For the 
same period, Federal contributions to 
the program increased 187 percent while 
contributions from sources within the 
States rose 292 percent. 

The School Milk Program started in 
the late 1930's. It provided for school 
children to receive low-cost milk. In 
1954 the United States Department of 
Agriculture announced the Special 
School Milk Program which was de­
signed to "move more milk directly into 
consumption channels by assisting State 
and local communities to increase the 
service of milk in schools." 14 This pro­
gram has experienced a degree of suc­
cess similar to the School Lunch Pro­
gram. 

If the proposed Food Allotment Plan 
had been put into operation, families 
with very low incomes could have in­
creased their food consumption by ex­
changing 40 percent of their incomes 
for enough food stamps to buy an ade­
quate diet. Families spending over 40 
percent would benefit from the program 

8 Norman L. Gold, A. C. Hoffman, and Frederick V. Waugh, Economic Analysis of the Food 
Stamp Plan (Washington: U. S. Government Printing Office, 1940), p. 85. 

• Doris Carothers, Chronology of the Federal Emergency Relief Administration, May 12, 
1933 to December 31, 1935, WPA Research Monograph VI, 1937, p. 21. 

10 Ellen S. Woodward, "The Works Progress Administration School Lunch Project," Journal 
of Home Economics, XXVIII, No. 9, November 1936, p. 593. 

11 Kenneth E. Anderson, Participation of Schoo! and P•Lpils in School Lunch Programs in 
Elementary and Secondary Schools of the United States, Market Report No. 262, Marketing 
Research Division, AMS, USDA, August 1958, pp. 4-5. 

12 Ibid., p. 18. 
13 Ibid., p. 5. 
,. Food Distribution: Research, Educational, and Service Work of the U. S. Department of 

Agriculture, AMS, USDA, May 1955, p. 17. 
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since they could purchase more and 
better foods at less cost. There would 
be no advantage to families spending 
less than 40 percent of their income on 
food to participate in the program. 

In April 1959 a group of Senators 
presented a bill" which, although it 
stressed the use of surplus agricultural 
commodities for foreign aid and de­
velopment, reiterated the need for de­
mand expansion measures for food at 
home. The act provided for changes in 
title III of Public Law 480. It would 
provide grants to public and private 
agencies for use in nonprofit school 
lunch programs, nonprofit summer 
camps for children, charitable institu­
tions (including hospitals), and assist­
ance to needy people." 

Senator Hubert Humphrey stated: 
There are today more than 6 million 
Americans who are dependent on pub-
lic funds for the food they eat. 
Certainly these demands must be met. 
And we here in Congress should re­
spond to these calls for help by passing 
a realistic food stamp plan that would 
improve the diets and the lives of mil­
lions of undernourished at a very small 
cost-and do this through the regular 
channels of trade in a way that would 
bolster the economy. This would indeed 
be bread cast upon waters from which 
we would see an immediate return.11 

This statement supports one of the 
basic assumptions of this study-cur­
rent interest in and support of demand 
expansion proposals are strong in many 
quarters. Society must be willing to 
support and participate in programs de­
signed to increase food consumption. 
Further, society must be willing to sup­
port such a program on a long term 
basis. Demand expansion policies and 
programs should be considered as an 
accepted permanent institutional form 
of action designed to achieve some na­
tional food consumption goal. 

SOCIAL CONSIDERATIONS 
The factors that influence the amount 

of added food consumed through pro­
grams will vary with the type of pro­
gram and the institutions involved. For 
example, a Food Stamp Plan that oper­
ates for the general public might be 
influenced by different factors than the 
School Lunch Program. These differ­
ences must be recognized. 

In the case of the Food Stamp Plan 
of 1939-43, the following factors re­
sulted in nonparticipation: 

"l) Inability to purchase minimum 
amounts of orange stamps. 

2) Lack of understanding of the 
program. 

3) Physical inability to buy stamps 
and ignorance of the fact that an 
agent could be sent. 

4) No cooking for self. 
5) Embarrassment. 
6) Back bills to pay. 
7) Loss or lack of identification 

card." 18 

H. M. Southworth and M. I. Klayman'° 
presented some of the main objections 
to the School Lunch Program as of 1941. 
Many persons objected to the program 
on broad social grounds. They felt the 
program was: (1) part of a social trend 
to which they objected; (2) a system 
of relief that would demoralize a large 
part of our adult population; and (3) a 
trend toward centralism and away from 
local autonomy. There were also criti­
cisms directed at the operation of the 
Program. These were concerned mainly 
with the limited choice of foods and 
distribution difficulties. Most of the lat­
ter criticisms have been dealt with. 
Since the School Lunch Program was 
put on a permanent basis in 1946 par­
ticipants have a wide selection of foods 

15 Senate Bill 1711, 86th Congress, 1st Session, April 16, 1959, sponsored by Senators Hubert 
Humphrey, John Carroll, Philip Hart, John Kennedy, Eu~ene McCarthy, Gale McGee. A. S. 
Mike Monroney. Wayne Morse, James Murray, John Willlams, Frank Church, Richard Neu­
berger, Joseph Clark, Mike Mansfield, Thomas Hennings, and Stuart Symington. 

10 Ibid. 
11 Food for Peace, a statement prepared for delivery by Senator Hubert H. Humphrey on 

"Introduction of International Food for Peace Act of 1959," United States Senate, April 16, 1959. 
1 • Norman L. Gold, A. C. Hoffman, and Frederick V. Waugh, op. cit., p. 36. 
19 H. M. Southworth and M. I. Klayman, The School Lunch Program and Agricultural sur­

plus Disposal, Misc. Pub. No. 467, USDA, October 1941, pp. 58-59. 
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and many distribution problems have 
been solved. The former objections that 
centered around pubic action, per se, 
were, even in 1941, presented by a 
minority of the people. "Most of the 
people with whom the authors talked 
during their field work-the great ma­
jority-were in sympathy with the aims 
of the School Lunch Program." 20 The 
growth of the program over the years 
also attests to its popularity. Nonethe­
less, many social barriers had to be re­
moved or reduced before the program 
reached the stage of its present success. 

The factors that would affect par­
ticipation in demand expansion pro­
grams will now be presented. A major 
requirement for the successful opera­
tion of a public program is that people 
understand the objectives and opera­
tion of the program. Effective educa­
tional activity is necessary if the public 
is to have a basis for appraisal. In addi­
tion, the mechanics of the program 
must be well known so that persons 
can determine their eligibility for par­
ticipation. 

Participation requirements should al­
low all deserving individuals to make 
use of the program. Once a person is 
deemed eligible there should be no 
further barriers to participation. For 
example, in the operating experience of 
the Food Stamp Plan, a substantial 
number of eligible persons did not par­
ticipate because of their inability to 
purchase the mm1mum amount of 
orange stamps required to get addi­
tional free blue stamps. Provisions 
should be made in a program to avoid 
such barriers, athough the minimum 
participation provision could still be 
enforced once participation was es­
tablished. 

The ease of participation for eligible 
persons is another factor to be consid­
ered. This particular problem concerns 
the convenience of food distribution 
methods and outlets to eligible partici-

20 Ibid. 

pants. The closer programs operate to 
accustomed channels of distribution the 
easier it will be for persons to partici­
pate. Adhering to established trade 
channels reduces inconvenience to par­
ticipants and the amount of reorienta­
tion required. In general, this will mean 
program operation at the retail level­
the level of distribution most familiar 
to the consumer. Where feasible, it 
might be desirable to operate programs 
at the wholesale level since the prod­
uct cost will be less by the amount of 
the wholesale-retail marketing margin. 
However, in the final analysis, the cost 
savings will have to be balanced against 
the greater participation at the retail 
level. 

Another point related to the method 
of food distribution is the reaction of 
food merchants to the level at which 
distribution programs operate and the 
mechanics involved. The full coopera­
tion of food merchants would be needed 
where food is distributed through nor­
mal trade channels. In this respect the 
programs employed must be geared, to 
some extent, to meet merchants' de­
sires. If the efforts and costs of the 
merchants involved far exceeded their 
returns from participation, they would 
not want to take part. On the other 
hand, if programs are attractive to 
merchant as well as consumer, some 
degree of success is insured. Successful 
operation would mean increased food 
consumption and a larger volume of 
sales for food merchants. Where the 
larger volume of sales results in lower 
unit costs of distribution, merchants 
would welcome demand expansion pro­
.grams as a means of increasing profits. 
And, unit cost savings as a result of 
increased volume exist in the retail 
food trade. 21 

If the cooperation of food merchants 
is to be established and maintained, the 
conflict between program mechanics 
and established trade practices should 

21 Do Trading Stamps Affect Food Costs? Market Research Report No. 147, Marketing Re­
search Division, AMS, USDA, January 1957, pp. 3-4. 
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be kept to a mm1mum. For example, 
the use of trading stamps and coupons 
is a popular means of advertising today. 
A demand expansion program that re­
quires the use of stamps or coupons 
could conceivably create a conflict. The 
efforts of food merchants to keep pro­
gram stamps separate from trading 
stamps may outweigh the benefits de­
rived from program participation. This 
is a problem for both consumer and 
retailer. An advantage, however, is that 
consumers are "stamp minded" and the 
use of stamps is not an unfamiliar 
process. Consumer orientation to a 
stamp-type program might be easy. 

Not all demand expansion programs 
would operate on an individual par­
ticipation basis. Some would operate 
through public and private nonprofit 
institutions. The School Lunch Program 
and the Special Milk Program are two 
such programs in operation today. 
Other institutions that might come un­
der a demand expansion program are 
penal, charitable, and mental institu­
tions; children's camps; etc. 

Currently, many public and nonprofit 
institutions are receiving surplus agri­
cultural commodities. However, this is 
not demand expansion in the sense that 
the aid does not go primarily for the 
achievement of some food consumption 
goal; it is strongly surplus disposal. 
Institutions participating in a demand 
expansion program should receive the 
amounts and varieties of foods that are 
consistent with adequate dietary needs. 
They should be able to plan on receiv­
ing this aid on a permanent basis. Of 
course, a nutritionally adequate diet 
can be constructed from many different 
combinations of food and at many dif­
ferent cost levels. The cost level se­
lected would, to a large degree, dictate 
the quantities of the different foods 
used in the diet plans. The cost level 
of institutional food diets is determined 
by society through the allocations made 
for the maintenance of these institu­
tions. This study does not propose to 
set these levels of allocations; they 
must be taken as given. However, 
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within the current pattern of expendi­
tures in this. area, measures of poten­
tial increases in food consumption may 
be obtained. 

The last factor to be considered that 
affects public participation in demand 
expansion programs is the existence of 
a wide variety of tastes and preferences 
for food among consumers. These dif­
ferences exist between regions of the 
country, between farm and nonfarm 
people, and between ethnic groups. If 
program participants are unable to 
satisfy their pattern of food desires 
while meeting dietary needs, they may 
not participate. But, there are a multi­
tude of food combinations that will 
satisfy both nutritional needs and vari­
ations in tastes and preferences. Where 
demand expansion programs are flexi­
ble in the variety of foods that con­
sumers can purchase this problem 
would be circumvented. 

POLITICAL 
CONSIDERATIONS 

Since the 1930's, Congress has shown 
considerable interest in demand expan­
sion. As illustrated above, it has en­
acted some enabling legislation for the 
establishment of such programs. The 
agricultural surplus problem of the 
1930's was considered transitory, and 
major emphasis was placed upon sur­
plus disposal. Since the surplus prob­
lem was considered a direct outgrowth 
of the Depression that would be elimi­
nated in time, little emphasis was 
placed on establishing permanent pro­
grams to increase food consumption. 
Programs such as the Food Stamp Plan, 
the School Lunch Program, the School 
Milk Program, and the Relief Milk Pro­
gram were oriented strongly toward 
the disposal of temporary surpluses. 

World War II brought an end to the 
surplus problem and the war years 
were characterized by food shortages. 
Interest centered around increasing ag­
ricultural production in an effort to 
meet the high level wartime demand. 
Toward the end of World War II and 



shortly after the War, interest in agri­
cultural surpluses was renewed. Agri­
culture would be faced with decreasing 
production in the postwar period from 
the high level war needs to "normal" 
domestic needs. Agricultural leaders 
envisioned the necessity for public as­
sistance in agriculture to achieve this 
adjustment. Again, surpluses were con­
sidered only a temporary phenomenon. 
As time passed, however, surpluses 
did not disappear and the needed ad­
justment did not take place. Nearly 
10 years of agricultural surpluses in 
the post World War II period has con­
vinced many people that the surplus 
problem is not a transitory one-it is a 
chronic problem. Thinking on how to 
increase and sustain food consumption 
at a high level has begun to displace 
thinking in terms of temporary dis­
posal. 

Political interest in demand expan­
sion for food is evident today. Although 
great emphasis is placed on the use of 
United States agricultural surpluses 
abroad, there still remains considerable 
interest in increasing domestic food 
consumption. For example, the "Food 
for Peace Act" was presented to the 
United States Senate in April 1959.22 

Although it dealt primarily with dis­
posal of agricultural surpluses abroad, 
it supported efforts to increase domestic 
food consumption. 

Programs, national in scope, would 
require the support of Congress-po­
litical and budgetary. Besides approv­
ing a program, Congress must also de­
cide the amount of mcney allocated. 
This would determine the level of pro­
gram operation and, thus, its success 
in increasing food consumption. There­
fore, in developing demand expansion 
programs, one must keep in mind their 
political feasibility. In most cases, po­
litical "reasonableness" will depend as 
much on the scope of program opera-

22 Ibid. 

tion (i.e., cost of the program) as on 
its general character. 

There are some economic aspects or 
consequences of demand expansion pro­
grams which might meet with consid­
erable political resistance. For exam­
ple, the methods for expanding the de­
mand for food that can be implemented 
via the political process will be in con­
flict with the views of welfare econo­
mists. Welfare economists argue that 
subsidizing only food consumption does 
not yield maximum consumer satisfac­
tion. A more effective way would be to 
grant general income or price conces­
sions to consumers so they could satisfy 
all tastes and preferences and not be 
forced to allocate the subsidy for just 
one group of commodities."' However, 
a redistribution of income within the 
economy resulting from a general in­
come subsidy to increase food consump­
tion could not be justified politically. 

Demand expansion programs may 
also gain political support because of 
their secondary effects as well as their 
role in increasing food consumption. 
Subsidized food consumption of low­
income consumers would reduce the 
burden of public assistance borne by 
State and local governments. Public 
welfare agencies could do a better job 
because the funds freed by the food 
subsidy could be used for other needed 
welfare services. 

Political support for demand expan­
sion programs might also come from 
persons interested in public health and 
the improvement of national nutrition 
standards. In general, a higher propor­
tion of low-income families experience 
nutritional shortages than high-income 
families. However, sizeable percentages 
of the higher-income families experi­
ence shortages of some nutrients." 
Good health standards of our Nation's 
people are widely accepted. It is diffi­
cult to envision lack of political support 

23 For a more detailed discussion of this point as it relates to demand expansion in par­
ticular, see Tibor Scitovsky, Welfare and Competition (Homewood: Richard D. Irwin, Inc., 1951), 

pp. 
6
~~etmore, Abel, Learn, and Cochrane, op. cit., p. 76. 
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for a program which would improve 
the level of nutritional well-being at a 
reasonable cost. 

Demand expansion programs may 
have a desirable fiscal policy effect. If 
the programs contain features for 
automatic expansion as unemployment 
increases and consumers' income falls, 
public funds could be readily chan­
neled into food consumption and would 
contribute to maintaining overall con­
sumption. Although the contribution to 
maintaining a high overall level of 
consumption may not be great, the pro­
grams are at least consistent with fiscal 
policy objectives. 

Within the limits of reasonable oper­
ating costs, demand expansion pro­
grams should receive fairly strong po­
litical support. Reducing agricultural 
surpluses, improving nutrition, provid­
ing for a high level of food consump­
tion, and aiding welfare and public as­
sistance programs at the State and 
local levels are features of demand ex­
pansion programs that are difficult to 
oppose. 

ADMINISTRATIVE 
CONSIDERATIONS 

There are many administrative prob­
lems which, if not solved, would 
thwart efforts to expand the demand 
for farm food products. These prob­
lems now will be looked at in a gen­
eral way. Since one of the objectives 
in program formulation is to get maxi­
mum participation (both the number 
of persons and the degree to which they 
participate), program administration 
must recognize the possible sources of 
leakages. Maximum participation of 
eligible persons will, of course, lead to 
maximum increases in food consump­
tion and farm resource use at any given 
level of program expenditures. Where 
leakages are not guarded against ( e.g., 
program monies are used for nonfood 
expenditures), maximum participation 
is not achieved. 

Some of the most important admin­
istrative problems are: 
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1. The substitution of program funds 
for normal food expenditures. 

2. The use -of program funds for non­
food purchases. 

3. The shifting of eligibility from one 
person to another by either sale or 
barter of the type of eligibility 
certification used. 

4. The sale by food distributors of 
food that should be free to eligible 
program participants. 

5. Resistance on the part of food dis­
tributors to participate in the pro­
gram because of methods of re­
imbursement, cumbersome record 
keeping, etc. 

If program expenditures are substi­
tuted for normal food purchases to any 
large degree, efficiency in increasing 
food consumption will be very low. The 
substitution of program funds for regu­
lar food expenditures frees money for 
the purchase of nonfood items. To the 
extent that this happens, the program 
results in a general income subsidy. A 
program justified on the grounds of in­
creasing the demand for food, but which 
resulted in a general income subsidy, 
might meet with considerable social 
and political disfavor. 

A similar problem arises where pro­
gram funds can be used to buy non­
food items directly. Modern food stores 
carry many items other than food. The 
program design must insure that ex­
penditures for nonfood items can be 
checked and kept to a minimum. 

A program must also guard against 
individuals selling or bartering their 
eligibility certification to noneligible 
members. For example, in a food stamp 
program, some eligible members might 
want to sell their stamps and use the 
income for nonfood goods and services, 
even though they may receive less 
than the food value of the stamps. 

The administrative structure of a 
program must attract the support of 
food merchandisers involved. However, 
there must be ways of checking on 
their activities. The benefits derived by 
food merchandisers through participa­
tion should be direct rather than from 



abuse of the program. The direct bene­
fits must offset inconveniences and costs 
involved in added bookkeeping and re­
imbursement problems. 

The above are some of the specific 
administrative problems that might be 
encountered. There are many others, 
but these few give some idea of the 
importance of minimizing such prob­
lems. They bear upon acceptability of 
the programs involved. If such prob­
lems cannot be overcome or minimized, 
serious objections to the programs may 
arise because the programs will not ac­
complish their objectives. Instead, the 
actual results may be counter to the 
basic aims upon which political and 
social approval were obtained. 

A more detailed investigation of pro­
gram administration will be presented 
in a later chapter. 

CONCLUSIONS 
The social, political, and administra­

tive factors that affect demand expan­
sion programs cannot be ignored if the 
desired objectives are to be achieved. 
Programs must be designed so that they 
are socially and politically acceptable. 
Acceptability involves both public ap­
proval and monetary support. More­
over, programs must receive maximum 
participation by eligible members at 
a given level of operation if maximum 
increases in food consumption and farm 
resource use are to be obtained. The 
level of operation can be controlled 
through eligibility rec;_uirements-by 
specifying who shall be eligible, the 

total number of possible program par­
ticipants can be controlled. 

Maximum participation requires a 
harmonious blend of social, political, 
and economic interests. This harmony 
of interests can often be achieved only 
through compromise. Yet, compromise 
may result in programs that are not as 
economically, socially, or politically de­
sirable as the theories of the respective 
disciplines might dictate. Since the de­
velopment of workable demand expan­
sion programs is of prime concern here, 
a blending of the diverse interests is 
accepted as necessary in this study. 

A set of assumptions are made which 
form the constraints within which de­
mand expansion programs are devel­
oped. They form the boundaries in 
which the varied interests and ideas 
are sorted, assembled, and formed into 
workable programs. These are: 

1. Demand expansion for farm food 
products is a popular idea and 
has sufficient public support to be­
come established policy. 

2. The programs will be constructed 
subject to the constraints imposed 
by known social and political fac­
tors and will be designed to work 
within current social and political 
institutions. 

3. The programs will operate on a 
permanent basis; i.e., the programs 
are considered to be permanent 
institutions. 

With these basic assumptions in 
mind, we now turn to the discussion 
of specific programs for expanding the 
demand for farm food products. 

Chapter II. Demand Expansion Programs 

THIS CHAPTER deals with the development of several demand 
expansion programs for farm food products in the United States. 
The programs are classified by their approaches to demand ex­
pansion-income, price, and nutrition. Although some programs 
contain elements of more than one approach (e.g., a combination 
of the income and the nutrition approaches), they will be classi-
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fled according to the most dominant one. One general program 
is presented for the income approach. Several are presented under 
the price and nutrition approaches, because no single program 
either effectively encompasses all of the desired population or 
accomplishes all the objectives of these approaches. Neither time 
nor resources permit a detailed analysis of all possible programs. 
Therefore, only those that fit into the framework of this analysis 
will be considered. In this way, a reasonable degree of accuracy 
can be maintained. 

THE INCOME APPROACH 
The income approach to demand ex­

pansion involves the subsidization of 
low-income consumers for food needs. 
The assumption is that if low-income 
consumers are given the food purchas­
ing power of higher-income groups, 
they will adjust their food consump­
tion to the level and pattern of the 
higher-income groups. The result would 
be an increase in total food consump­
tion measured in farm resource terms 
(i.e., the amount of farm resources re­
quired to produce the increased quan­
tity of food consumed). This result 
would come through an increased con­
sumption of food poundage and a 
shift from the consumption of lower­
resource-using foods to higher-resource­
using foods (e.g., from grain products 
to livestock products). In addition to 
increasing the demand for farm re­
sources, the increased proportion of 
protective foods in the diet would help 
eliminate nutritional shortages among 
low-income consumers. Protective foods 
(high - resource - using foods) contain 
larger amounts of essential nutrients 
than low-resource-using foods. 

Several programs have been pro­
posed or employed that fall under the 
income approach to demand expansion. 
Two of them are the Food Stamp Plan 
which operated from 1939-43 and the 
Food Allotment Plan which was pro­
posed in 1944-45 but never put into 

operation. The Food Stamp Plan re­
quired "participating families . . . to 
exchange an amount of money repre­
senting estimated normal food expendi­
tures for orange stamps of the same 
monetary value. With these orange 
stamps, participants were provided­
without cost-additional blue stamps 
which could be used to buy designated 
surplus foods. In this manner, the Plan 
attempted to concentrate the additional 
food purchasing power on surplus 
foods, i.e., foods that were experienc­
ing marketing difficulties."25 Only fam­
ilies who were eligible for public as­
sistance in the area in which they lived 
could participate in the Food Stamp 
Plan.26 

This program was basically an agri­
cultural surplus disposal operation. It 
could not be considered a demand ex­
pansion program, according to the defi­
nition employed in this report, since it 
did not have a food consumption goal 
as a major aim. Surplus disposal, per se, 
is not a food consumption goal. Al­
though the operation of the Plan did, 
to some extent, help to improve nutri­
tion, it was a secondary aim. The sur­
plus disposal aspects of the program 
prevented it from directly attacking nu­
trient shortages. Frequently, the foods 
in surplus were not the ones that were 
needed in consumer diets to supply nu­
trients. 

The Food Allotment Plan, on the 
other hand, was a full fledged demand 

""An Analysis of Food stamp Plans, a supplemental report developed in the USDA pur­
suant to Public Law 540, 84th Congress, USDA, January 1957, p. 11. 

26 Jbid. 
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expansion program. The food consump­
tion goal was improved nutrition among 
low-income consumers; and, by ex­
panding the demand for farm food 
products it would also increase farm 
resource use. The National Food Allot­
ment Plan was introduced by Senators 
George Aiken and Robert La Follette, 
Jr. as Senate Bill 1331 on July 8, 1943 
and was defeated early in 1944. The 
bill was then revised and introduced 
by the same Senators in June 1945.2' 
This second bill was also defeated. 

"The program had two broad aims: 
(1) to improve nutrition by making it 
possible for low income families to pur­
chase an adequate diet, and (2) to as­
sist in maintaining fair farm prices and 
incomes by expanding and stabilizing 
the effective demand for food." 28 In 
the words of the sponsors of the bill, 
the National Food Allotment Plan was 
proposed for the purpose of "obtaining 
sufficient food for an adequate dietary 
standard . . . and to maintain consump­
tion of agricultural products . . . at a 
high level as a means of preventing 
potential economic dislocations result­
ing from an accumulation of agricul­
tural products." 29 

Near the end of W. W. II, interest 
centered around maintaining a high 
level of domestic food consumption 
after the war to prevent agricultural 
surpluses from accumulating as a re­
sult of slackening postwar demand. In 
addition, the importance of good nutri­
tion on national health and efficiency 
was recognized. Senator La Follette, Jr., 
in his testimony on the National Food 
Allotment Bill, stated that: 

The war has revealed a shocking condi­
tion in so far as the physical well-being 
of our people is concerned. In this Na­
tion, the richest on earth, a great Nation 
of agriculture and industry and capacity 
to produce wealth, we have had the 
shocking result of from 40-45 percent of 

the men called for induction into our 
armed forces being rejected as unfit for 
service. 
No less an authority than the Surgeon 
General of the Public Health Service of 
the United States had indicated that a 
substantial proportion of these rejected, 
in his opinion, are due to the result of 
malnutrition and lack of proper medical 
and dental care. 
We also, Mr. Chairman, in my opinion, 
have a stake at all times, in peace or in 
war, in attempting to meet the problems 
of those who are ill-clad, ill-fed, and 
ill-housed. They present a problem not 
only so far as they themselves are con­
cerned, but because of their handicaps 
and susceptibility to disease they are a 
dcag upon the productive efficiency and 
a threat to the physical welfare of our 
society as a ,vhole.:io 

The twin goals of the proposed Na­
tional Food Allotment Plan, improved 
nutrition and increased demand for 
farm food products, are consistent with 
the concept of demand expansion em­
ployed in this study. 

The National Food Allotment Plan 
would have enabled low-income fam­
ilies to exchange a certain portion of 
their income, say 40 percent, for a 
value of food coupons that would en­
able them to purchase an adequate diet. 
There would be less incentive for fam­
ilies spending less than 40 percent of 
their income on food to participate in 
the program. Such families-higher­
income families-would have to pay 
more into the program than they would 
receive in benefits. Families spending 
more than 40 percent would receive 
more and better food at a lower cost 
by participating in the program. 

The proposed program included a 
basic food allotment that provides for 
sufficient quantities of various foods to 
constitute a nutritionally adequate diet. 
The income subsidy for food to pro­
gram participants would represent the 
difference between the normal food 
expenditures and the value of the spe-

27 Rainer Schickele, "The National Food Allotmet Program," Jour. Farm Econ Vol 
XXVIII, No. 2, May 1946, p. 516. ., . 

28 Ibid., p. 517. 
29 National Food Allotment Plan, Hearings Before a Subcommittee of the Committee on 

Agriculture and Forestry, 78th Cogress, 2nd Session, January 14-26, 1944, p. 1. 
ao Ibid., p. 19. 
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cified food allotment. The quantities of 
the different foods would represent a 
nutritionally adequate diet consistent 
with the food consumption pattern of 
some income level ( e.g., the income 
group which spent 40 percent of its 
income on food). 

The Food Stamp Plan and the Food 
Allotment Plan appear to differ widely 
in their aims and method of operation. 
However, an extension of the Food 
Stamp Plan to all consumers whose 
income falls below a specified level 
(not just those on relief) and to all 
farm food products (not just foods in 
surplus) reduces the differences be­
tween the programs. The one difference 
that would exist is that the value of 
the food allotment in the Food Allot­
ment Plan is based upon the value of 
a specific nutritionally adequate diet. 
The Food Stamp Plan, as generalized, 
would not base its income subsidy on 
the cost of any specified diet. However, 
the Food Allotment Plan does not in­
sure that program participants would 
buy a nutritionally adequate diet with 
their given purchasing power. The two 
programs, therefore, do not really dif­
fer on the point of nutrition since the 
same level of purchasing power can be 
granted to participants under both. 

Another source of possible difference 
between the two programs is the way 
in which the food subsidy is granted to 
participants. The Food Stamp Plan em­
ployed a two color stamp system; one 
color representing normal food expendi­
tures and the other color representing 
the subsidy. In the Food Allotment 
Plan, 40 percent of the participant's 
income would be exchanged for a given 
value of stamps that could be used for 
the purchase of any foods. The Food 
Stamp Plan required the use of a two 
color stamp system because the subsidy 
was directed at surplus foods and was 
to be distinguished from normal food 
expenditures. But, when the Food 
Stamp Plan is freed from its reliance 
on surplus foods as the source of the 
subsidy and the subsidy can be used 
to purchase any foods, a two color 
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stamp system would not be required. 
The two programs would then be simi­
lar (i.e., a · uniform color or type of 
stamp could be used). 

Since the Food Stamp Plan (as ex­
tended here to low-income consumers 
in general and freed from surplus dis­
posal orientation) and the Food Allot­
ment Plan differ so little in program 
design and method of operation, a 
separate discussion of each program 
is not warranted. One overall program, 
combining the features of both, will be 
presented to represent the income ap­
proach to demand expansion. This is 
called a Food Allotment Program. 

A Food Allotment Program 

The program operates for the benefit 
of low-income consumers. These con­
sumers can, by participating in the pro­
gram, exchange an established amount 
of money for food coupons. The food 
coupons received represent a larger 
dollar value of food purchasing power 
than the amount of money paid. Thus, 
participants are able to buy more and 
better food. The criteria for determin­
ing eligibility to participate in the pro­
gram is consumer income. Therefore, 
the relationship between food consump­
tion and income is crucial to an under­
standing of the program. 

It is well established that as income 
increases food expenditures also in­
crease. However, the relative increase 
in food expenditures is less than the 
increase in income. That is, the pro­
portion of income spent on food de­
clines as income rises. This fundamental 
income-consumption relationship, En­
gel's Law, has been verified in many 
consumption studies and is illustrated 
in tables 1 and 2. Money value measures 
the value of total food consumption 
(i.e., both purchased and home-produced 
foods). Expense measures the value of 
just purchased foods. 

Most studies demonstrate further that 
at low-income levels the physical quan­
tity of food consumed, measured in 
pounds, also increases with income. 



Table l. Per capita money value of food consumed and expense of food purchased by per capita 
Income groups. regions, and urbanizations in the United States, 1955 

Per capita income class 

Under $250 

$250-$499 

$500-$749 

$750-$999 

$1,000-$1,499 

$1,500 and over ... 

Per capita income class 

Under $250 

$250-$499 

$500-$749 

$750-$999 

$1,000-$1,499 

$1,500 and over . 

North 
nonfarm 

286.80 

346.39 

299.36 

344.72 

382.40 

465.31 

North 
nonfarm 

238.67 

309.82 

278.34 

324.61 

363.41 

448.69 

Per capita money value 

North South South 
farm nonfarm farm 

dollars 
350.58 180.59 231.84 

345.93 243.79 307.60 

352.48 294.32 329.39 

376.25 335.40 332.79 

394.10 368.81 421.71 

448.30 434.81 417.23 

Per capita expense 

North South South 
farm nonfarm farm 

dollars 
190.96 137.36 106.94 

179.59 203.89 161.67 

197.82 253.12 172.10 
237.00 310.41 190.19 
251.68 343.08 235.90 
325.12 411.87 259.23 

Table 2. Per capita money value of food consumed and expense of food purchased as a percent 
of per capita income by region and urbanizations in the United States. 1955 

Per capita money value as a percent 

North 
Per capita income class nonfarm 

Under $250 

$250-$499 

$500-$749 

$750-$999 
$1,000-$1,499 

$1,500 and over 

Per capita income class 

Under $250 

$250-$499 

$500-$749 

$750-$999 

$1,000-$1,499 
$1,500 and over __________ _ 

229.4 

92.4 

47.9 

39.4 

34.0 

28.6 

North 
nonfarm 

190.9 

82.6 

44.5 
37.1 

29.1 

27.6 
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of per capita income 

North South 
farm nonfarm 

percent 
280.5 144.5 

92.2 65.0 

56.4 47.1 

43.0 38.3 

35.0 32.8 

27.6 26.8 

Per capita expense as a percent 
of per capita income 

North South 
farm nonfarm 

percent 
152.8 109.9 

47.9 54.4 

31.7 40.5 

27.1 35.5 
20.1 27.4 

20.0 25.3 

South 
farm 

185.5 

82.0 

52.7 

38.0 

3'l-5 
25.7 

South 
farm 

85.6 
43.1 

27.5 

21.7 

18.9 

16.0 



However, at higher-income levels the 
quantity consumed tends to remain 
constant. At higher-income levels in­
creased expenditures are devoted pri­
marily to more services associated with 
food and to increased consumption of 
high - resource - using foods (higher­
priced foods). 31 Where food consump­
tion is measured by a value-weighted 
index, such as the USDA index of per 
capita food consumption, the index con­
tinues to increase with higher incomes. 
This measure accounts for not only 
quantity of food per se, but also the 
resources, both farm and nonfarm, em­
bodied in that quantity. 

Two quantity measures of food con­
sumption are available. They are quan­
ity of food used and quantity of food 
purchased. Quantity used includes both 
the amounts of food purchased and 
produced for home consumption. It 
measures the level of food consumption 
for individuals and, therefore, is the 
best measure for comparing levels of 
food consumption between individuals 
or groups of individuals. Quantity pur­
chased measures only the amount of 
food purchased. It does not accurately 
reflect the level of food consumption, 
but is a measure of the quantity of food 
moving through commercial marketing 
channels. Therefore, it is the measure 
of most interest to farmers. 

Both measures of food consumption 
are employed in the Food Allotment 
Program. Since quantity of food used 
is the best available measure of food 
consumption, it is the measure used in 
this report. 

The two corresponding value meas­
ures of food consumption are money 
value of quantity used and expense of 
quantity purchased. As shown in table 
1, for all region-urbanizations, per cap­
ita expense of quantity purchased is 
less than per capita money value of 
quantity used at any given income 
level. The difference between the two 

measures represents the value of home­
produced food. As might be expected, 
these differences are greatest between 
farm and nonfarm urbanizations. Farm 
people produce a much larger part of 
their total food consumption than non­
farm people. 

Money value, as expressed earlier, 
represents the value of total food con­
sumption while expense is the value of 
purchased food only. The two measures 
are employed in the Food Allotment 
Program as follows: From food con­
sumption data such as the 1955 House­
hold Food Consumption Survey, per 
capita quantity used, money value of 
quantity used, quantity purchased, and 
expense of quantity purchased can be 
computed on a region-urbanization 
basis. In addition, per capita money 
value and expense can be expressed as 
a percent of per capita income. The 
latter data are presented in table 2. 
Both per capita money value and ex­
pense as a percent of income decline 
as incomes increase. The lower the per­
centage figure, the higher the corre­
sponding income group. 

Eligibility 

All persons whose income falls below 
the per capita income level for which 
the average per capita value of total 
food consumption is a given percent 
of income (e.g., 40 percent) are eligible 
to participate in the program. The level 
of per capita income below which av­
erage per capita money value is 40 per­
cent or more of per capita income can 
be determined for region-urbanizations 
from food consumption survey data. 
This level will be referred to as a level 
of achievement. It is difficult if not 
impossible, however, to measure indi­
viduals' food consumption. Most indi­
viduals or families do not keep records 
of either the quantity of food used or 
the quantity purchased and their corre­
sponding value measures. Therefore, 

"S. J. Prais, "Non-Linear Estimates of Engel's Curves," Review of Economic Studies Vol. 
XX, No. 2, 1952-53, pp. 87-104 and J. Aitchison and J. A. C. Brown, "A Synthesis of Engel Curve 
Theory," Review of Economic Studies, Vol. XXII, No. l, 1954-55, pp. 35-46. 
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use must be made of survey data, such 
as the 1955 Household Food Consump­
tion Survey, which compel the use of 
average consumption and income meas­
ures. 

On the basis of available consump­
tion data, average money value of and 
expenditures on food are determined 
for each income class. Persons whose 
income falls below the income level 
that represents the selected money 
value as a percent of income, say 40 
percent, are eligible to participate. 
However, eligible persons are not paid 
the difference between average money 
value of their income class and average 
money value of the income class to 
which their level of food consumption 
is to be raised. If this were done, the 
subsidy would go for both purchased 
and home-produced foods and the pro­
gram is only interested in subsidizing 
out-of-pocket food costs or expendi­
tures. Eligible persons would receive 
the difference between average expend­
itures on food for their income class 
and the level of average expenditures 
of the income class to which their level 
of food consumption is to be raised. 

There are obvious disadvantages 
to using average consumption figures 
for a given region-urbanization-income 
group. There will be individuals whose 
money values of and expenditures on 
food are above or below the group 
average. 

There will be a strong incentive for 
individuals whose current money value 
is above the group average to partici­
pate in the program becavse they will 
pay less into the program than the 
current value of food purchased and 
will get a greater value back in food 
coupons. Therefore, not only are par­
ticipants able to buy more food at lower 
expenditures, they can spend some of 
the money formerly used for food for 
nonfood expenditures. For this group, 
participation in the Food Allotment 
Program would also subsidize, to some 

degree, nonfood expenditures." Eligible 
persons who spend less than the av­
erage for the group would have to pay 
in more than their current expenditures 
to get the value of the allotment (they 
will have to pay a dollar amount into 
the program in excess of current food 
expenditures). Although they will re­
ceive more food purchasing power than 
the amount paid into the program, they 
also must reduce their consumption of 
nonfood items because of the in­
creased food expenditures. On economic 
grounds, these people will participate 
in the Food Allotment Program only if 
the added utility derived from in­
creased food purchasing power exceeds 
the disutility of reducing their level of 
nonfood consumption. Certainly, not all 
persons will find increasing food con­
sumption sufficiently appealing to fore­
go some nonfood expenditures. 

There will also be persons whose in­
come is above the level set for eligi­
bility but whose money value of food 
consumption is a greater percent of 
their income than that selected for pro­
gram operation. Such persons will not 
be eligible to participate in the pro­
gram. 

The scope of program operation-the 
number of persons participating-can 
be controlled by regulating the number 
of eligible persons. Since eligibility is 
based on income criteria, the scope of 
the program is also based on income 
criteria. 

The National Food Allotment Act of 
1944-45 provided that if sufficient funds 
were not available to meet the full 
amount of the difference between nor­
mal food expenditures and the cost of 
the basic food allotment for all eligible 
households participating in the plan, a 
percentage of the reasonable cost of the 
basic food allotment which could be 
attained for all participants out of the 
funds available would be established. 
All participants were to be paid the 
difference between normal food ex-

a2 Geoffrey s. Shepherd, Agricultural Price and Income Policy (Ames: The Iowa State 
College Press, 1952), pp. 175-76. 
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penditures and the established per­
centage of the value of the allotment.33 

This method of adjusting the scope of 
program operation to available program 
funds is an alternative to regulating 
participation through the percent of in­
come spent for food. A basic question 
has to be answered here. Given the 
amounts of funds available for program 
operation, should the number of partici­
pants be limited so that all receive an 
income subsidy adequate to purchase 
the established food allotment? Or, 
should the subsidy be only a part of 
the money needed to purchase the allot­
ment and, thereby, make more persons 
eligible for participation? 

Since adequate nutrition is a goal of 
the Food Allotment Program, the pur­
chasing power needed to attain the es­
tablished nutrition standard would be 
provided when the full value of the 
subsidy was guaranteed to participants. 
The number of participants would be 
adjusted to bring program expenditures 
in line with funds available. When the 
amount of the subsidy is reduced to 
balance program funds with program 
expenditures (assuming the funds avail­
able are inadequate to provide the full 
amount of the subsidy to all partici­
pants), the nutrition goal is not 
achieved. Thus, in the proposed Food 
Allotment Program, the variable used 
to balance available funds with ex­
penditures would be the number of 
participants and not the amount of sub­
sidy. The program would thereby oper­
ate more effectively in lifting the in­
come constraint to good nutrition for 
those participating. 

Value of the Food Allotment 

The method of establishing the food 
allotment must be specified in a man­
ner that is consistent with the economic 
approach to demand expansion. Many 

different foods and combinations of 
foods will satisfy a given set of nutri­
tional requ1rements.34 A nutritionally 
adequate diet could range from a low­
cost diet consisting of wheat flour, lard, 
cheese, cabbage, and carrots to the most 
costly diet containing expensive cuts of 
meat, fruits, and vegetables.35 

How then is the specific food allot­
ment employed in the program to be 
determined? The income approach to 
demand expansion assumes that if low­
income consumers are given the food 
purchasing power of some higher­
income group, the low-income consum­
ers will adjust their food consumption 
pattern to that of the higher-income 
group. An increase in total food con­
sumption is then effected.36 The changes 
in consumers' food purchases as the in­
come constraint is lifted reflect an ex­
pression of consumers' food desires (the 
quantities and types of food they would 
like to buy if they could). If the food 
allotment represents the pattern of food 
consumption at the income level to 
which the consumption of low-income 
consumers is to be raised, the food 
allotment would be consistent with con­
sumers' food consumption aspirations. 
The food allotment would provide the 
purchasing power for a nutritionally 
adequate diet consisting of the quan­
tities of the various foods consumed by 
the income group decided upon to 
represent the food consumption goal of 
low-income consumers. Although food 
expenditures, expressed as a percent of 
income, decline as income increases, the 
dollar value of food expenditures in­
creases with income. The higher the in­
come level selected, the higher the dol­
lar value of the allotment entailed. 

For any specific food allotment used 
in the program, adjustments for changes 
in food prices will have to be made in 
the subsidy granted. An increase in 

83 National Food Allotment Plan, Hearings Before a Subcommittee of the Committee on 
Agriculture and Forestry, 78th Congress, 2nd Session, January 14-26, 1944, p. 3. 

34 Wetmore, et al., op. cit., p. 38. 
S5 M. K. Bennett, The World's Food (New York: Harper and Brothers, 1954), p. 131. 
86 Wetmore, et al., op. cit., pp. 56-64. 
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the value of the allotment due to rising 
food prices will increase the value of 
the subsidy given to persons whose 
incomes did not change. Periodic re­
visions of the value of the allotment 
will be necessary. 

Income Measure and Certification 

What measure of income should be 
employed in the program to determine 
the percent of income spent on food? 
Should it be a family or per capita 
income measure? If family income is 
used, differences in family size are not 
taken into account. For a given level of 
family income, a family of six may 
spend a much higher percent of its 
income on food than a family of two. 
If the allotment value represents the 
average food expenditures of an av­
erage size family within some particu­
lar income group, then no adjustment 
is made for families of sizes different 
from the average. An alternative would 
be to have a food allotment for each 
family size within a specific income 
group. However, the administration of 
a program with many allotments would 
be cumbersome. 

The problem of family size can be 
avoided somewhat by using a per capita 
income measure. This is obtained by 
dividing family income by family size. 
Family size means the number of mem­
bers of the economic family, "Those 
persons who live together and draw 
from a common fund for their major 
items of expense." 37 Although the effect 
of family size is eliminated by the use 
of per capita data, the per capita data 
refer to an average individual. It does 
not eliminate the effect of family com­
position-the age distribution within a 
family. For example, a family of four 
that consists of all adults will likely 
have a different food consumption pat­
tern than a family of two adults and 
two small children. This problem could 
be eliminated if a food allotment were 
constructed for different age-sex groups. 

37 Ibid., p. 49. 

But this, again, would involve using a 
large number of food allotments and 
complicate the administration of the 
program. Therefore, average per capita 
income will be used to facilitate pro­
gram operation. 

Even after adjusting for the effects 
of family size by using a per capita 
income measure, differences in the per­
cent of income spent on food for a 
given per capita income level may exist 
between regions and urbanizations, (e.g., 
between North nonfarm and North 
farm or between North nonfarm and 
South nonfarm). Data are available on 
food consumption patterns by different 
regions and urbanizations, such as the 
1955 Household Food Consumption 
Survey. Within each region-urbaniza­
tion, all persons spending more than a 
certain percent of their income on food 
would be eligible for participation in 
the Food Allotment Program. The "per­
cent of income spent on food" figure 
may correspond to different levels of 
per capita income in different region­
urbanizations. For each region-urbani­
zation, the food allotment would corre­
spond to the average food consumption 
pattern of the per capita income group 
whose percent of income spent on food 
corresponded to that determined in the 
Food Allotment Program. 
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Some problems of income declaration 
will now be discussed. The Food Allot­
ment Program operates on the basis of 
income. An accurate income declaration 
is important for effective program oper­
ation. If an annual income declaration 
is required, the use of income tax re­
turns might be one method of certifica­
tion. However, if income certifications 
are required more often than once a 
year, then other means would have to 
be employed. Income from salaries 
could be reported on a weekly or 
monthly basis and certified through 
statements of payroll receipts or with­
holding statements. Nonsalaried income, 
however, presents somewhat of a prob­
lem. An annual check through income 



tax returns might exist for nonsalaried 
income, but some difficulty may be 
experienced in getting accurate state­
ments more frequently. However, peri­
odic income declarations of an indi­
vidual can be checked against the 
annual income declared on tax returns 
and adjustments can then be made for 
discrepancies that arose during the 
year. 

There is also the problem of those 
persons who earn so little income that 
they are not required to file a tax 
return. Since the program operates for 
the benefit of low-income consumers, 
this group may compose a sizeable pro­
portion of the total number of partici­
pants. For such individuals, statements 
of salaried or nonsalaried income re­
ceived would be required. The income 
declaration problems of this group must 
be recognized. 

The number of times per year that 
an income declaration is required must 
be stipulated in the program. An an­
nual income certification should be 
required, but a more frequent certi­
fication might be made optional. This 
would make the program more sensi­
tive to changes in consumers' incomes 
and eligibility. If, for example, persons 
could optionally certify their income 
on a monthly basis and if they became 
unemployed, the lag from the time they 
became unemployed to the time they 
became eligible to participate in the 
program would be very short (assum­
ing their income position was such that 
they could become eligible to partici­
pate in the program). 

Another problem in estimating in­
come is the computation of nonmoney 
income. For many rural residents the 
value of home-produced foods and the 
rental value of farm dwellings repre­
sent sizeable sources of nonmoney in­
come. An equitable measure of incomes 
between urban and rural persons should 
include a method for assessing non­
money income. As yet, no satisfactory 
methods have been worked out. 

There are several problems involved 
in measuring the value of home-pro-
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duced foods. First, there is the problem 
of determining the prices of the home­
produced foods. One way would be to 
value the home-produced products at 
the price farmers would receive for 
them if they were sold. Another meth­
od, as used in the 1955 Household Food 
Consumption Survey, is to value the 
food at prices paid by people in the 
same region-urbanization who pur­
chased the commodities. Second, the 
quantity of home-produced food must 
also be determined. This is difficult to 
check, and the tendency will be for 
program participants to underreport 
the amount. Underreporting will, in 
turn result in a larger income subsidy 
than they should receive. It is very 
likely that average values of home­
produced food for a group will have 
to be used. Using the data at hand (e.g., 
the 1955 Household Food Consumption 
Survey), the average value of home­
produced food for a family of given 
size and income in a given region­
urbanization could be used to adjust 
the value of the food allotment for 
home-produced food. 

Falsification of income information 
given to program agencies might carry 
penalties of fines or imprisonment. 
Penalties, along with spot checking in 
income declarations, would discourage 
persons from using fraudulent practices 
to obtain program benefits. 

Certification of Food Merchants 

All wholesale and retail food mer­
chants who desire to participate in the 
Food Allotment Program should be 
eligible, provided they abide by pro­
gram rules and regulations applicable 
to food distribution. The operation of 
the program may receive active sup­
port from food merchants because an 
expanded demand for food could mean 
larger total sales and possible lower 
unit costs of distribution. Where in­
creased volume of sales results in lower 
average unit costs, food merchandisers' 
profits may be increased. 



Redemption of Coupons 

The coupons used in the operation 
of a food allotment program represent 
program monies. These coupons must 
be redeemable by food merchants (i.e., 
exchange the coupons for their cash 
value) through the Treasury Depart­
ment from budget allocations of the 
Food Allotment Program. The inter­
mediaries between the Treasury and 
the food merchant must be specified. 
The banking system represents a logi­
cal choice since this is the established 
institution handling money circulations. 
Retail merchants would deposit the 
coupons in their local bank. The bank 
would honor these coupons as money 
by the amount of their established 
value. The Treasury Department would 
then purchase the coupons from the 
banks. 

Objections to using the food allot­
ment coupons as monies may arise if 
it is difficult for the banks to determine 
their value. However, if the value ap­
pears on the coupon, this objection can 
be overcome. Coupons might be issued 
in several denominations. Adjustments 
in the value of the allotment would 
take place by the dollar value of the 
coupon issued and not by the process 
of inflating or deflating the value of a 
fixed number of coupons which do not 
bear any value on them. 

Barriers to Participation 

Once an individual or a household is 
determined eligible, on the basis of in­
come, to participate in the program, no 
other barriers to participation should 
exist. The National Food Allotment 
Plan proposed in 1944-45, provided 
that: 

there shall be no discrimination against 
any household with respect to eligi­
bility, classification, participation, or is­
suance, or utilization of food allotment 
coupons . . . by reason of race, religious 
creed, national origin, citizenship, po-

litical affiliations, or beliefs, occupa­
tion, employment, or other tests, except 
as provided in this Act, and as neces­
sary to insure general families an equity 
in the application of this Act.38 

These same nondiscrimination provi­
sions will apply to this program. How­
ever, this does not include all the bar­
riers to participation. 

One of the greatest barriers to par­
ticipation in the program would be a 
lack of understanding of the benefits 
to be derived by eligible persons. To 
reduce this barrier an extensive public 
information program would have to be 
carried out prior to and during the 
operation of the program. The infor­
mation disseminated should include cri­
teria for eligibility, how eligible per­
sons participate, the benefits derived 
from the program, etc. Public informa­
tion about program operation should 
be provided on a continuing basis. This 
would inform potential participants 
about the program. New participation 
will arise from the formation of new 
economic family units whose incomes 
are low, rising unemployment, or any 
number of other causes. For these indi­
viduals, information about the program 
would be available through a public 
information service. 

Another barrier to participation may 
arise if the program is operated through 
distribution agencies unfamiliar to con­
sumers. The retail level of distribution 
is the one most familiar to consumers. 
Therefore, by operating the program 
at the retail level, no great changes in 
the shopping habits of consumers would 
be involved. 

Still another barrier to participation 
is the inability of some low-income 
families to purchase the initial food 
allotment as they would not have the 
cash income to purchase the coupons. 
However, once they became accus­
tomed to the operation of the program, 
they could adjust their expenditure 
pattern to program requirements. It 
may be feasible to give the initial al-

as National Food Allotment Plan, Hearings Before a Subcommittee of the Committee on 
Agriculture and Forestry, 78th Congress, 2nd Session, January 14-26, 1944, p. 3. 
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lotment free or on a deferred payment 
basis to such participants. Thereafter, 
these persons would have to turn in 
the required portion of their income 
for the food allotment. The food allot­
ment would, of course, be free to per­
sons with no source of income. 

There may be several other barriers 
to program participation. Where they 
exist steps should be taken to remove 
or reduce them. By establishing some 
degree of flexibility in program opera­
tion, the program can be adjusted to 
regional or even local needs. Many bar­
riers to participation, both those known 
to exist from past experience and those 
discovered through the operation of the 
program, could then be eliminated. 

Program Evasion 

Most participants in the program 
would receive a greater monetary value 
in food coupons than they would pay 
for them.30 Therefore, there may be an 
attempt on the part of some people to 
convert their added food purchasing 
power into cash and leave their food 
consumption level unchanged. In this 
way the food subsidy would be used, 
in part, for the purchase of nonfood 
items. Those persons illegally buying 
the coupons may have the advantage 
of buying them at less than their food 
value. This practice reduces the effec­
tiveness of a demand expansion pro­
gram. An attempt can be made to regu­
late this through fines and imprison­
ment. However, some method of estab­
lishing proof is needed. This could be 
done by having the individual's name 
on the coupons and proof of the indi­
vidual's identity requested when the 
coupons are used. Many ingenious de­
vices could be constructed for prevent­
ing such illegal transfer of coupons. 

Another problem is that of food mer­
chants selling nonfood items for allot-

ment coupons or cashing the coupons 
(presumably at a discount). These 
practices may be desirable to the mer­
chant where the profit margin on non­
food items is higher than that on food 
items or when windfall gains can be 
made from redeeming coupons with no 
corresponding sale of food items. Again, 
through the use of inspection and 
fines, this malpractice may be guarded 
against. 

In general, the enforcement problems 
should not be too costly or lessen the 
attractiveness of the Food Allotment 
Program for expanding the demand for 
farm food products and improving nu­
trition. Experience with many other 
national governmental programs has 
shown that they can be effectively ad­
ministered. 

Agency Cooperation 

Local program administrative agen­
cies may find it useful to obtain the 
cooperation of State and local agencies. 
The benefits derived from such co­
operation may save time and cost to 
the overall program administration. For 
example, State and local relief agencies 
can help to determine income levels 
of eligibles. State and local agencies 
may also help in the actual administra­
tion of the Food Allotment Program 
at their respective levels of operation. 
However, it would not be desirable to 
have these agencies substitute food al­
lotment funds for their normal expen­
ditures. This would result in food al­
lotment funds replacing part of the 
general public assistance funds and this 
is not an aim of the program. However, 
to the extent that State and local agen­
cies can be relieved of their food relief 
burden and the funds thus released are 
spent for other relief purposes, the 
scope of State and local programs can 
be expanded. In this context, the opera-

.. There will be persons whose income is low enough to enable them to participate in the 
program and who spend less of their income on food than the average for the income class. 
These persons would have to pay into the program an amount equal to average expenditures 
in the income class (i.e., an amount of money in excess of their current expenditures on food). 
These same persons would, however, receive a greater monetary value than they would have 
to pay out for the coupons. 
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tion of a food allotment program could 
be attractive to State and local agencies. 

Summary 

In summary, the Food Allotment 
Program would include the following 
provisions: 

1. Eligibility of program participants 
is established on the basis of in­
come. All persons with income be­
low a selected income level are eligi­
ble to participate in the program. 
The maximum income level that per­
sons can have and still be eligible 
is selected on the basis of a chosen 
percentage level that the value of 
food consumption is of income. All 
persons whose money value of food 
consumption exceeds an established 
percent of their income are eligible 
and all participants will receive the 
full amount of the subsidy. 

2. The value of the food allotment will 
represent the value of a nutritional­
ly adequate diet. It will be consist­
ent with the pattern of food con­
sumption of the selected income 
group whose food expenditures rep­
resent the percent of income used in 
determining eligibility. If all persons 
who spend 40 percent or more of 
their income on food are termed 
eligible, the value of the allotment 
is based on the food consumption 
pattern of the per capita income 
group that spends 40 percent of its 
income on food. Adjustments in the 
value of the food allotment are made 
for changes in food prkes so that 
the allotment has constant food pur­
chasing power. 

3. Income is measured on a per capita 
basis. A per capita income measure 
takes into account the effect of 
family size on consumption. Family 
size is defined in terms of the eco­
nomic family-all persons living to­
gether and drawing from a common 
fund for their items of expense. 

4. Methods of income declaration are 
specified in the program and partici­
pants are free to choose the method 

of income declaration that most 
nearly fits their needs. 

5. All food merchants who desire to 
participate in the program are eligi­
ble, provided they abide by the rules 
and regulations of the program ap­
plicable to food distribution. 

6. Food allotment coupons are consid­
ered as money and can be redeemed 
through regular banking channels. 
The United States Treasury will re­
deem the coupons from the banks at 
their established value. 

7. All barriers to participation other 
than eligibility requirements are to 
be eliminated or minimized. There 
will be no discrimination on the basis 
of race, religion, creed, citizenship, 
political affiliation, occupation, etc. 
An educational program for orien­
tating persons to the details of pro­
gram operation is to be carried on 
to promote program understanding. 

8. Illegal participation is subject to 
fines and/or imprisonment. Penalties 
for program evasion apply to both 
consumer and food merchant partici­
pants. 

9. The Food Allotment Program will 
use State and local government 
agency facilities whenever possible. 
State and local agencies cannot, 
however, substitute program funds 
for their own operating funds. Where 
the program enables agencies to 
eliminate food subsidy or relief pro­
grams, the freed funds must be spent 
on other areas of the agencies' over­
all program. 
The above nine points form the basic 

structure of the Food Allotment Pro­
gram. Although there are many more 
details of the program that could be 
discussed, this would not add signifi­
cantly to the needs of this study. How­
ever, if a program were put into opera­
tion, these details would have to be 
considered. 

THE PRICE APPROACH 
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The price approach to demand ex­
pansion implies a reduction in food 



prices paid by consumers. A price re­
duction, as such, is not strictly demand 
expansion in that it represents a move­
ment along a given demand curve 
rather than a shifting of the demand 
curve to the right. If, however, a sub­
sidy is paid to producers-the subsidy 
representing the difference between the 
market price farmers receive and some 
higher established price-then to the 
producers, the net result is the same 
as an increase in the demand for their 
products. 

The General Approach 

A program which subsidizes farmers 
for the difference between market 
prices and a fair price has been re­
ferred to, in its various forms, as a 
compensatory payments program. T. W. 
Schultz'0 presented a compensatory 
payments scheme that would operate 
during periods of business depression. 
"The requirement that compensatory 
payments be undertaken only during a 
business depression rests on two basic 
ideas, namely, that business depres­
sions are the main cause for the peri­
odic drop in the general level of prices 
of farm products and in the income 
from farming, and that the mainte­
nance of farm income is important, not 
only to check the deflation associated 
with a business depression, but to bring 
about recovery."" The 1950's, however, 
showed that falling agricultural prices 
and rising nonfarm prices are not in­
consistent and that this relationship can 
exist for several years. The validity of 
the assumption of farm and nonfarm 
prices always moving in the same di-

The reduction of food prices to con­
sumers may be for all foods or for a 
selected group of foods (e.g., all live­
stock and livestock products or meats, 
fruits, and vegetables). Benefits of 
lower prices may be granted to all or 
only a part of the population. Where 
food prices are reduced by a given 
amount just for low-income consum­
ers, the price approach resembles the 
income approach. Under the income ap­
proach consumers' incomes are subsi­
dized for food purchases. Therefore, by 
participating in an income program 
(e.g., the Food Allotment Program) con­
sumers can buy more food at their same 
level of expenditures. In a sense, this 
subsidy represents a reduction in food 
prices since more food can be pur­
chased for the same level of expendi­
tures. Because a demand expansion 
program which grants food price re­
ductions to low-income consumers does 
not differ significantly from the income 
approach, this form of a price program 
will not be considered in this analysis. 
The price programs presented here are 
concerned with a reduction in the price 
of all foods or selected food groups to 
all consumers. The programs deal with 
methods for bringing about the desired 
price reduction. 

-rection can be questioned. 
In the late 1940's Secretary of Agri­

culture Charles Brannan proposed a 
compensatory payments program that 
would operate on a continuing basis. 
The Brannan Plan, as it is known, sub­
divided commodities for support into 
two groups. Group I which included 
the "basic commodities" "-eggs, chick­
ens, milk, hogs, beef cattle, and lamb-­
was subject to mandatory support. 
Group II commodities, all those not in­
cluded in Group I, could be supported 
if the Secretary of Agriculture felt it 
was necessary. The level of support 
would be determined by: (1) supply 
and demand conditions; (2) availability 
of funds; (3) perishability of the com­
modity; (4) importance to agriculture; 
(5) ability to dispose of stocks acquired 
through price support activities; (6) 

• 0 Theodore W. Schultz, Agriculture in an Unstable Economy (New York: McGraw-Hill 
Book Company, Inc., 1945), pp. 221-235. 

u Ibid., pp. 222-223. 
<> Corn, cotton, wheat, and tobacco (excluding peanuts and rice). 
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the need for offsetting temporary losses 
of export markets; and (7) the ability 
and willingness of producers to keep 
supplies in line with demand."' 

Perishable commodities would be 
supported by direct payments to farm­
ers rather than maintaining prices in 
the markets. A government storage 
program would operate for nonperish­
ables in an effort to maintain market 
prices although direct payments also 
could be used. The support price level 
for different commodities would be 
based on the purchasing power of farm 
income. That is, prices would be set to 
give farmers a level of income consist­
ent with some determined minimum 
income level. A maximum would be 
set on the amount of compensatory pay­
ment going to any one farmer." 

A modified form of the Brannan Plan 
was proposed by Professor G. E. Bran­
dow.'° Brandow proposed that market­
ing allotments be established for pro­
ducers on an historical production base. 
The total producer allotment for each 
commodity would be about 75 percent 
of total marketings in a base period. 
No supports would be placed on market 
prices, nor would production be con­
trolled. If market prices fell below 
some established fair price, producers 
would receive compensatory payments 
on marketings equal to their quota (i.e., 
75 percent of their base-period market­
ings). Compensatory payments would 
not be made for marketings in excess 
of the producers allotments-these 
marketings would receive the going 
market price. 

Whereas the Brannan Plan would 
make compensatory payments on all 
marketings up to some maximum 
amount, the Brandow Proposal would 
introduce some element of marginal 
pricmg. Producers would determine 
their level of output on the basis of 

returns from quantities produced in ex­
cess of their allotment. If the market 
price was low relative to the support 
price, there would be less incentive 
to increase production much beyond 
the allotments than if compensatory 
payments were received on all market­
ings. It would also be possible for pro­
ducers to build up an historical pro­
duction base in commodities not previ­
ously produced by them. While pro­
ducers were building up a production 
base their marketings would sell at the 
going market price. Once a production 
base was established they would be­
come eligible for compensatory pay­
ments. In this way farm resources 
would be shifted from the production 
of one commodity to another. If the 
difference between the support price 
and the market price was very small 
for a particular commodity, there would 
be an incentive to shift resources into 
the production of this commodity and 
out of the production of a commodity 
whose price was far below the support 
price. 

Two price programs are presented 
in this report. The first, a Proposed 
Compensatory Payments Program, em­
bodies provisions for achieving and 
maintaining the desired price declines 
at retail. It guarantees the assumptions 
for maximum increases in food con­
sumption under the price approach 
(i.e., the desired price relationships 
are assured). However, this guarantee 
results in a program that is extremely 
complex, if not impossible, to admin­
ister. According to the criteria of ad­
ministrative feasibility presented in 
Chapter 1, the Proposed Compensatory 
Payments Program is not acceptable. 
It is presented because it points out 
the measures needed to maximize in­
creases in food consumption through 
the price approach. 

43 Murray R. Benedict, Farm Policies of the United States, 1790-1950 (New York: The 
Twentieth Century Fund, 1953), pp. 484-485. 

"Wesley McCune, "The Secretary's Program," The Agricultural Situation, Vol. XXXII, 
No. 5, May 1949, pp, 5-9 . 

.. G. E. Brandow, "A Modified Compensatory Price Program for Agriculture," Jour. Farm 
Econ., Vol. XXXVII, No. 4, November 1955, pp. 716-730. 
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The second price program, an In­
demnity Price Program, is administra­
tively feasible. It is proposed as a work­
able alternative to the Compensatory 
Payments Program. Although maxi­
mum increases in total food consump­
tion may not be attained under the In­
demnity Price Program, the increases 
that are achieved are realistic in light 
of our criteria of program acceptability. 

A Proposed Compensatory Pay­
ments Program 

The three compensatory payments 
programs presented above do not con­
tain features for adequately managing 
food supplies (i.e., putting on the mar­
ket those quantities of commodities 
designed to yield specified retail price 
changes). Therefore, they would not 
be effective in obtaining maximum in­
creases in total food consumption under 
specified price changes. When the price 
of one food group is reduced while the 
prices of all other food groups remain 
unchanged, a marked substitution oc­
curs between the food group whose 
price has been reduced and the other 
food groups. Consumers respond to the 
price decline by increasing their con­
sumption of that food group and, at 
the same time, reducing their consump­
tion of the food groups whose prices 
remain unchanged. Therefore, the sup­
plies of the latter food groups must be 
reduced by an amount comparable to 
the decline in their demand. When this 
is not done, prices of these food groups 
would fall, the price reduction of the 
original food group relative to the 
prices of the other food groups would 
not be as large, and the resulting in­
creases in total food consumption would 
be less than when relative prices were 
maintained. 

Increasing supplies presents no great 
problem. Producers respond to an in­
crease in product prices over time and, 
subsidizing prices received by farmers 
will generally result in greater output. 
But, we are dealing particularly with 
a sector of the economy that has sur-
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plus production. The desired increases 
in supply may be available; the sur­
plus may be present in those commod­
ities for which consumers will increase 
their consumption. However, the sup­
plies of some commodities will have 
to be decreased. This does present a 
problem, particularly when the prices 
of these commodity groups are to re­
main unchanged. If the supplies of par­
ticular commodity groups are to be re­
duced in order to maintain their prices, 
producers must restrict supply. Indi­
vidual producers, who are maximizing 
profits at the given price, will not vol­
untarily reduce their output as they 
would then earn less than maximum 
profits. Therefore, some method for 
bringing about the reduction in sup­
plies must be found. 

It is not the purpose of this study to 
analyze the effectiveness of supply con­
trol measures. Suffice it to say that 
if the price approach to demand ex­
pansion is to be employed and this 
approach required supply reductions 
in some commodity groups, effective 
means will have to be employed for 
controlling these supplies. Otherwise 
increases in food consumption and 
farm resource use would not be maxi­
mized. 

This study is concerned only with 
domestic civilian consumption and, 
therefore, only with food supplies mov­
ing through domestic marketing chan­
nels for civilian use. Statements about 
the food needs of other disposal chan­
nels cannot be made here. Only a con­
trol over the supplies going into do­
mestic civilian consumption is implied 
and not over total supplies of the com­
modities. Total supplies of a commodity 
would also include the amounts of pri­
vate exports, government shipments to 
other countries, military needs, non­
food needs, and inventory needs. 

The price program presented here 
is a compensatory payments program 
with several modifications from either 
the Brannan Plan or the Brandow Pro­
posal. The basis for determining the 



compensatory payment to farmers is 
the level of the established fair price 
in conjunction with output and market 
prices. The fair price may be formu­
lated in several ways. It may be a 
parity price which would give farm­
ers returns per unit with a purchasing 
power comparable to that in some his­
torical base period. The base period 
may be fixed or it may be changing to 
adjust prices to changes in costs and 
productivity. Or, the fair price may be 
based on some income formulation. For 
this a level of agricultural prices would 
be selected to insure farmers a rate of 
return on their labor and capital com­
parable to rates of return to skilled 
labor and capital in nonagricultural 
pursuits.•• 

Whatever the basis selected, the fair 
price will have to be determined by 
Congress. 

It would be the responsibility of Con­
gress to determine and set forth fair, 
or parity prices for agriculture, as it 
does now. On the determination of par­
ity prices for agriculture, the Congress 
would in fact be determining fair prices 
for both consumers and producers, and 
the needs and interests of both groups 
would have to be considered. Whenever 
legislative bodies in the past have grant­
ed a firm, or group of firms, the exclu­
sive, monopoly right to provide a vital 
service, they have either retained the 
authority, or delegated the authority to 
some public agency, to regulate the ... 
rates or prices. And food is a vital goods; 
consumers have as vital a stake in an 
adequate food supply as producers have 
in the income received from its pro­
duction. Thus, if and when producers 
seek the assistance of govunment in 
cartelizing, and government grants that 
assistance, farmer-producers must ex­
pect Congress to withhold to itself, or 
grant to some public agency, the au­
thority to determine the fair, or equita­
ble prices ... 47 

But will the support price set by Con­
gress bring to market the desired 
amounts of the different commodities 
to achieve the desired retail prices? 

They may or may not be the right 
prices. Yet, the price received by farm­
ers is crucial to the successful opera­
tion of the program. Therefore, the 
Congress will also have to grant pro­
gram administrators the authority to 
adjust support price levels, within spe­
cified limits designated by Congress, 
above or below the support price. In 
this way, the needed flexibility in set­
ting the level of the support price is 
achieved. 

Price, however, is only one factor 
that determines farm output. Although 
prices received by farmers may be ad­
ministratively controlled, this may not 
be true of the other factors affecting 
output. These other factors may be 
natural, such as fluctuations in weather 
conditions. But more important are the 
factors which affect costs of production. 
This group includes not only prices 
paid for production factors but techno­
logical change which affects technical 
output possibilities. Certainly, the im­
pact of various technologies on agricul­
tural efficiency and output cannot be 
ignored. 

To establish control other than price 
over the quantities of different foods 
coming to market, some direct control 
will have to be had. This can be done 
in the following way. An historical pro­
duction base is established for each 
farmer. For each food commodity or 
commodity group the desired level of 
marketings are expressed as a percent 
of the production base. This is the 
quantity that farmers can market un­
der the support price. They will be 
penalized for production over and 
above their allotment. The penalty as­
sessment will be an increasing function 
of the amount of overproduction. Slight 
overproduction due to miscalculations 
on the part of farmers will only incur 
a mild penalty. However, planned over­
production will tend to be discouraged 

•• W. W. Cochrane, •·some Further Reflections on Supply Control," Jour. Farm Econ., Vol. 
XLI, No. 4, November 1959, pp. 701-702. 

<1 Ibid., pp. 699 and 701. 
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-the more severe the penalty the less 
incentive to overproduce. 

The penalty assessment scheme is an 
alternative to allowing production over 
and above the quota to receive the 
market price. If there is a wide spread 
between the support price and the mar­
ket price and the market price is con­
sidered very low, there might be little 
overproduction. However, if the mar­
ket price is only a little below the sup­
port price, farmers may be willing to 
market quantities considerably beyond 
their allotment. It would then be diffi­
cult to achieve the desired market 
price. The penalty assessment scheme 
is a means of insuring that quantities 
in excess of the desired amounts do not 
come to market. 

The penalty assessment on overpro­
duction is just one of many means of 
controlling market supplies. If other 
means are equally as effective and have 
additional desirable features ( e.g., al­
lowing for more effective resource ad­
justments), they may be preferred. 

In summary, the Compensatory Pay­
ments Program, as presented, would 
establish an historical production base 
on each farm. Farmers could market a 
prescribed percentage of their produc­
tion base in any one year-the set per­
centage being announced in advance 
of the production period. Congress 
would establish a fair price. The dif­
ference between market prices and the 
fair price would then be paid to farm­
ers for the amount of their allotment. 
Program administrators would be free 
to adjust the level of the fair price, 
within established limits. This should 
bring to market the quantities of the 
various foods that would be consistent 
with levels of demand in producing the 
desired retail prices. Penalties would 
be imposed on marketings above the 
individual allotments and the penalties 
levied would be an increasing function 
of the amount of overproduction. 

However, this Compensatory Pay­
ments Program would be an almost im­
possible administrative task. Determin-

ing the desired quantities of the vari­
ous food groups coming to market 
would, in itself, be a major task. In 
addition, program administrators would 
have to adequately control commodity 
supplies-a task not yet perfected. This 
is piling one major administrative job 
upon another. Therefore, the Proposed 
Compensatory Payments Program can­
not be considered an operationally 
realistic program. Nevertheless, it illus­
trates the administrative complexities 
involved in an attempt to rigorously 
control the prices of agricultural com­
modities and thereby increase food con­
sumption. 

An Indemnity Price Program 

A more workable program than the 
Compensatory Payments Program must 
be administratively feasible. One way 
to accomplish administrative simplifi­
cation is to remove the need for rigor­
ous supply control measures. The In­
demnity Price Program does this. The 
program would operate at the whole­
sale level of food distribution. In order 
to attain the desired price declines at 
retail, wholesalers would be required 
to reduce the prices of foods they sell. 
The amount that the wholesale price 
of any commodity is reduced depends 
on the size of marketing margin be­
tween the wholesale and retail level. 
For example, if the wholesale price is 
50 cents per unit and the retail price 
is $1 per unit, the wholesale price 
would have to be reduced by 10 cents 
to 40 cents to achieve a retail price of 
90 cents. In this example the wholesale 
price must be reduced by 20 percent 
to effect a IO-percent decline in retail 
price. Wholesalers would receive an 
indemnity payment for the loss in rev­
enue as a result of the price decline. 
The value of the indemnity payment 
equals the volume of sales of the prod­
uct times the amount by which price 
has been reduced. 
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Information about the size of mar­
keting margins for different commodi-



ties is readily available," and it would 
be possible to determine the wholesale 
price reduction needed to accomplish 
the desired retail price reduction. It is 
assumed that competition in the food 
distribution and processing trade would 
pass on to the retail level all of the 
price decline in the wholesale price. At 
the same level of prices paid to farm­
ers, wholesalers' demand for farm food 
products would increase by the amount 
of the increased sales at retail. To the 
farmer, the demand for food would 
have increased. 

The wholesale level of distribution is 
selected to receive the indemnity pay­
ment because there are far fewer 
wholesalers than retailers. However, 
operation of the Program at the whole­
sale level is not free of problems. 
For example, differences in commodity 
grades, varying degrees of processing, 
and the general problem of deciding 
what is the wholesale level of distribu­
tion for each commodity must be con­
sidered. These may not be easy prob­
lems to solve. 

No attempt is made to support farm 
prices at any specified level. The retail 
price decline is independent of the 
level of food prices. Whether food 
prices are high or low, retail prices 
will be lower by a specified amount as 
a result of Program operation. Thus, 
no reductions in the supplies of any 
food groups are needed. The desired 
relative levels of food group prices are 
achieved, but the level of food prices 
is not pegged. 

In summary, the Indemnity Payments 
Program would operate at the whole­
sale level of food distribution. Whole­
sale prices of foods would be reduced 
by an amount consistent with the de­
sired declines in retail food prices. 
Wholesalers would receive a subsidy 
payment based on the price reduction. 
The Program appears administratively 

feasible and, thus, preferable to the 
Compensatory Payments Program. 

THE NUTRITION APPROACH 
The nutrition approach to demand 

expansion, in terms of specific pro­
grams, is more elusive than either the 
price or the income approach. There 
are several reasons for this. First, in 
either the income or price approach 
there is one major constraint to in­
creasing food consumption-income or 
food prices. In the nutrition approach 
there are several constraints besides in­
come or purchasing power. These are: 
(1) the level of nutrition education 
among consumers; (2) the variety of 
tastes and preference patterns for food; 
and (3) the lack of knowledge about 
what are the optimum levels of nutri­
ent intake and, therefore, the extent of 
nutritional shortages. It is very diffi­
cult, if not impossible, to conceive a 
single nutrition program that would 
encompass all, or even a major part, of 
the many dimensions of good nutrition. 

The nutrition approach can be di­
vided into two parts-educational and 
institutional. The educational approach 
involves research on food and nutrition 
and consumer education on good nutri­
tion. The institutional approach in­
volves service programs to insure nu­
tritional adequacy in consumer diets. 
The establishment of quality standards 
and enrichment of foods and feeding 
programs are institutional measures di­
rected at improving human nutrition. 

Education Approach 

Continued research on food and nu­
trition is needed to determine the role 
that nutrients play in human growth 
and development, the quantities needed 
by individuals, and the foods from 
which they can be obtained. Great 
strides have been made toward discov-

•• See Special Studies of Marketinr, Costs and Practices, Market Research Report No. 240, 
AMS, USDA, October 1958; The Marketing _Bill for Farm Food Products, AMS, USDA, August 
1959; and Special Margins and Costs Studies, Market Research Report No. 167, AMS, USDA, 
Aprtl 1957. 
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ering what constitutes a good diet. 
Nevertheless, nutrition .is a relatively 
young discipline and nutritionists have, 
by no means, uncovered all the un­
knowns. The role of many nutrients 
in human growth and development is 
well understood but, there is much less 
agreement on the quantities of the va­
rious nutrients required in a nutrition­
ally adequate diet.•• 

Consumer education is another branch 
of the educational approach. There are 
some individuals who desire a nutri­
tionally adequate diet but do not know 
what food combinations should be 
eaten. Educational efforts that deal 
with the nutrient content of different 
foods and menu construction consistent 
with tastes, preferences, and costs 
would help to eliminate nutritional 
shortages within this group. There is 
another group, however, which is not 
aware of the importance of good nu­
trition. For these people the educa­
tional approach has to be different. 
First, the desire for good nutrition 
must be created. People have to be 
made aware of the importance of good 
nutrition as well as the means by which 
these diets can be obtained. 

People change their patterns of food 
consumption slowly. The influence of 
established food tastes and preferences 
works strongly against changes in the 
composition of family diets. Therefore, 
a nutrition-education program must be 
on a long run, continuing basis. Educa­
tional efforts in our public schools can 
be continued and even increased. The 
use of mass media advertising and pro­
motion is another method. Close co­
operation between nutritionists and 
doctors affords a good means, particu­
larly for getting adequate diets for chil­
dren. And extension activities by col­
leges, universities, and other public 
agencies should also be continued. 

But a point must be made here. Nu­
trition education does not necessarily 
constitute a demand expansion meas-

ure. People can eat nutritionally ade­
quate diets without increasing their 
expenditures on food or their level of 
food consumption (measured in terms 
of farm resources). Within the budget 
constraint there are numerous food 
combinations that could satisfy dietary 
requirements and consumer tastes and 
preferences. The education approach to 
good nutrition will have to be justified 
on nutrition grounds, not by demand 
expansion. Since the nutrition educa­
tion approach, per se, does not neces­
sarily increase food consumption, and 
since the effects of such programs on 
consumption cannot be measured with 
any degree of accuracy, a nutrition­
education program will not be analyzed 
in this study. However, it is assumed 
that some meaningful level of educa­
cational activities will exist and that 
any expansion of these activities is con­
sistent with the goal of improved con­
sumer diets. 

There is in the United States a situa­
tion of abundant food, not food short­
ages. This study is concerned with at­
taining food diets through increased 
food consumption. If the situation were 
one of food shortages, our goal would 
be to achieve adequate dietary stand­
ards at the present level or a lower 
level of food consumption. Programs 
which improve nutrition without in­
creasing food consumption, no matter 
how desirable and necessary they are, 
do not fall within the analytical frame­
work of this report. 

Institution Approach 

Another approach to good nutrition 
is through institutional programs. One 
such group of programs is public and 
private standards for food. There are 
many foods (e.g., bread, milk) which 
are presently fortified with essential nu­
trients, insuring consumers some mini­
mum nutritional content. This practice 
of food enrichment might be expanded 
to cover a greater number and variety 

•• M. K. Bennett, The World's Food (New York: Harper and Brothers, 1954), pp. 94-113. 
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of foods, thereby artificially fortifying 
the diet with essential nutrients. 

Quality control also leads to im­
proved nutrition. Improved quality re­
tains the inherent nutrients in a par­
ticular food. And, to the extent that 
improved quality makes cutain foods 
more appealing to consumers, this could 
result in a greater variety and better 
nutrient content in diets. However, pro­
grams of food enrichment and quality 
improvement probably have very little 
impact on increasing food consumption. 
Consumers can, without eating more 
food, improve their diets with enriched 
and high quality foods. Therefore, pro­
grams that establish food standards 
also fall outside the area of this report. 

An effective nutrition service program 
of long standing is the School Lunch 
Program. The expressed aim of the 
program "is to safeguard the health 
and well-being of the Nation's children 
by encouraging them to eat more nu­
tritious foods." 50 The nutrition objec­
tives of the School Lunch Program are 
twofold: (1) to provide children with 
meals in school which establish some 
minimum nutrient standard in their 
diets, and (2) to make children aware 
of the importance of good nutrition so 
that as adults they will attempt to ob­
tain adequate nutrient standards for 
themselves and their children. These 
objectives have, to a large extent, been 
achieved. This constant exposure suc­
ceeds in molding new and nutritionally 
better tastes and preference patterns 
for food. 

From the viewpoint of child welfare, 
the program has helped arouse public 
interest in the serious problem of child 
malnutrition in the United States, has 
been a vehicle of widespread effort to 
deal with it, and has made large quanti­
ties of food available to needy and 
undernourished children. Even more 
significant, it has stimulated thousands 
of communities to local action and has 
helped to bring together a wide range 

of organizations and agencies, local, 
State, and national for coordinated ef­
fort toward solving the problem.51 

There are several ways in which spe­
cial nutrition foods can be incorporated 
in a service program. Probably the 
most outstanding of these is the School 
Milk Program or the Special Milk Pro­
gram as it is now known. School chil­
dren daily receive free, or at nominal 
cost, fresh milk in their schools. The 
nutritive importance of milk in the 
diet, particularly for children, is well 
founded. 

Three specific nutrition programs are 
analyzed in this report. They are: (1) 
the School Lunch Program, (2) the 
Special Milk Program, and (3) Public 
and Nonprofit Institutional Feeding 
Programs. These three programs are 
selected because they either are now 
in operation or would be operated in 
areas eligible for public assistance. 

It is assumed that the School Lunch 
Program will continue to operate on 
its present basis. Under the program, 
participating schools receive money 
subsidies with which to purchase the 
foods needed for constructing nutri­
tionally adequate menus. States must 
match Federal government grants. How­
ever, special provisions are made for 
states with low per capita incomes so 
that Federal contributions might ex­
ceed State contributions in such cases. 
Provision is also made for the use of 
surplus foods in the School Lunch Pro­
gram where the surplus foods result 
from temporary marketing gluts. 

It is also assumed that the Special 
Milk Program will continue to operate 
on its present basis. Funds are made 
available to participating schools which 
enable these schools to offer milk to 
students at prices considerably below 
cost. 

Food subsidies granted to the feed­
ing programs of public and nonprofit 

50 Kenneth E. Anderson, Participation of Schools and Pupils in School Luch Programs in 
Elementary. a_n~ Secondary Schools of the United States, Market Report No. 262, Marketing 
Research D1v1s1on, AMS, USDA, August 1958, p. 4. 

51 H. M. Southworth and M. I. Klayman, The School Lunch Program and Agriculture 
Surplus Disposal, Misc. Pub. No. 467, USDA, October 1941, p. 61. 
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institutions (Federal, State, or local) 
other than schools should not exceed 
the amount contributed by the institu­
tions. The aims of a Federal program 
of food subsidies to public and non­
profit private institutions is not to bear 
the entire cost of the feeding programs. 
The Federal subsidy should represent 
increases in food consumption (both 
quantitative and qualitative) over cur­
rent nonsupported levels of consump­
tion. Institutions should not be able to 
substitute Federal funds received for 
current food expenditures if the Fed­
eral expenditures are to achieve im­
provements in the diets. 

Public and private nonprofit institu­
tions covered by the Programs would 
include mental institutions, hospitals, 
prisons and other penal institutions, 
nonprofit summer camps, and all non­
profit charitable organizations (e.g., 
community centers, old age homes). 

Conclusions 

Methods for improving nutrition do 
not necessarily increase the demand 
for farm food products, and because of 
the lack of data, the educational ap­
proach does not fall within the scope 
of this report. Nutrition programs such 
as the School Lunch Program, the Spe­
cial Milk Program, and Public and 
Nonprofit Institutional Feeding Pro­
grams contain demand expansion po-

tentials and data are available for ob­
taining ·quanitative estimates of in­
creasing food consumption through ex­
panded program activities. 

SUMMARY 
The demand expansion programs 

presented in this chapter are: (1) con­
sistant with the goals of demand ex­
pansion, and (2) lend themselves to 
quantitative analysis. Programs not 
containing the above characteristics are 
excluded because they do not fall 
within the analytical framework of 
the study. 

The demand expansion programs 
presented are either similar to pro­
grams that have been proposed or 
operated in the past or are currently 
being operated. The objectives and 
methods of operation are consistent 
with the program acceptability criteria. 
Both past and current interest in these 
programs attest to their public appeal. 
Levels of program operation have not 
yet been discussed-this is deferred to 
Chapter IV. Program expenditures are 
also part of the acceptability criteria. 
Final selection of acceptable programs 
and their level of operation is made in 
Chapter VI. First the programs must 
be quantitatively analyzed for cost of 
operation and effect on increasing food 
consumption and farm resource use. 

Chapter III. Analysis of Programs 

THE PROGRAMS presented in the previous chapter are exam­
ined here for three features. These are: (1) their impact on nutri­
tional shortages; (2) their effect on farm prices and incomes; and 
(3) the consistency of program operation with fiscal policy goals. 
The first two features relate directly to demand expansion objec­
tives. Therefore, one standard for program evaluation is the de­
gree to which it achieves the desired objectives. Program con­
sistency with fiscal policy goals is of considerable political as well 
as economic importance. The more compatible the programs are 
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with broad economic and political aims for the economy as a 
whole, the more acceptable they are. 

FOOD ALLOTMENT 
PROGRAM 

Effect on Nutrition 

The income subsidy granted to low­
income consumers supplements normal 
food expenditures in order to provide 
a diet consistent with the consumption 
pattern of a selected, higher-income 
group. To the extent that this occurs, 
nutritional shortages should decrease. 
There is no guarantee, however, that 
participants will purchase a nutrition­
ally adequate diet as the result of the 
subsidy. The operation of the program 
should make people more aware of the 
existence and problems of nutritional 
shortages. Over time, the program may 
serve as an educational means of dis­
seminating nutrition information to 
consumers. 

Price 

DL DL 

0 

Effect on Farm Prices and Incomes 

The Food Allotment Program sepa­
rates consumers into two groups-par­
ticipants and nonparticipants. Partici­
pants would be low-income consum­
ers; nonparticipants would be mainly 
higher-income consumers and some low­
income consumers. Participants would 
be guaranteed a certain level of food 
purchasing power. This guarantee would 
not vary with food price changes (the 
value of the food allotment would be 
adjusted for food price changes). Non­
participants, of course, would receive 
no purchasing power guarantee, and 
their food consumption would still be 
responsive to price changes. With a 
given supply of food available, nonpar­
ticipants will have to bid for food 
against participants. In the short run 
(where supplies are fixed), the expand-
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ed demand for farm food products, re­
sulting from the operation of the Pro­
gram, would increase prices received 
by farmers and farm incomes. Where 
the surpluses of farm commodities are 
in the form of low-farm prices and in­
comes, a shift in the demand for these 
products would increase prices and in­
comes for given levels of supplies. 
Where the surpluses of farm commodi­
ties are of the form of accumulated 
physical stocks, two things could hap­
pen. Either the physical surpluses will 
decrease by the amount of their in­
creased consumptions, or stocks will not 
be disposed of and producers will re­
ceive the benefit of the expanded de­
mand through higher prices. 

Therefore, in the short run, the ex­
panded demand for food due to Pro­
gram operation will result in higher 
food prices. And, a higher level of food 
expenditures will result. The effects of 
the Food Allotment Program on food 
prices and expenditures are illustrated 
in figure 1. Total supply is assumed 
fixed and represented by the vertical 
supply function STST. Low-income con­
sumers' demand is represented by the 
function DLDL and high-income con­
sumers' demand for food by DHDH. 
Initial equilibrium price is P 0• Low­
income consumers are consuming QL1 
and high-income consumers Qm. An 
income subsidy to low-income con­
sumers for food would result in a shift 
in their demand from DLDL to D'LD'L· 
Consequently, there would be a shift 
in the total demand for food from DTDT 
to D'TD'T· It is assumed that this sub­
sidy would come, in large measure, from 
high-income consumers but this would 
not reduce demand on their part. This 
is based on the assumption that a Food 
Allotment Program would not operate 
at a level which would appreciably re­
duce the income and hence the demand 

for food by nonparticipants. The new 
price is now P 1 . As a result of the 
higher price, high-income consumers 
will reduce the quantity of food con­
sumed from Qm to QH2• Due to the 
shift in demand, the quantity of food 
consumed by participants will increase 
from QL1 to QL2 • 

The effects of the Food Allotment 
Program on food prices and expendi­
tures are similar when either the price 
elasticity of demand for food is the 
same for low- and high-income con­
sumers, or where, as some economists 
believe,52 the price elasticity of demand 
is more inelastic for high-income con­
sumers than for low-income consumers. 

The foregoing analysis is pertinent 
to a short-run situation where supplies 
of products can be assumed fixed. In 
the longer run, however, the assump­
tion of fixed supplies does not neces­
sarily hold. Improved product prices 
will result in increased production if 
there are no production controls. This 
increase would come about for two 
reasons. First, the elasticity of supply 
is greater in the long run than in the 
short run."' The elasticity of supply is 
a measure of the ease with which an 
industry may be expanded.5

' The longer 
the time period, the more production 
adjustments that can be made in re­
sponse to a given price change. It is 
easier for the industry to alter produc­
tion in the longer run and, therefore, 
the reason for a greater elasticity of 
supply. Second, in the longer run, out­
put increasing technologies may be 
adopted by the industry and result in 
a shifting of the supply curve to the 
right. 

In the long run, industry output 
would increase in response to higher 
prices and prices would fall. If the 
average market price fell to its origi­
nal level, more farm food products 

52 Norman Leon Gold, A. C. Hoffman, and Frederick V. Waugh, Economic Analysis of the 
Food Stamp Plan (Washington: U. S. Government Printing Office, 1940), p. 1. 

03 George J. Stigler, The Theory of Price (New York: The MacMillan Company, 1952), 
pp. 172-175 and Kenneth E. Boulding, Economic Analysis (New York: Harper and Brothers, 
1955), pp, 568-570 . 

.. Kenneth E. Boulding, op, cit., p, 568. 
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could be sold at the original price due 
to the expanded demand. Total expen­
ditures, therefore, would be greater 
than before. What happens to the level 
of supplies will, in large measure, de­
termine the price and income effect of 
the program. 

The income redistribution effects of 
a Food Allotment Program are not con­
sidered in the foregoing analysis. If the 
Program is financed from income tax 
revenues, the burden of payment will 
fall most heavily on higher-income con­
sumers because of the progressive na­
ture of the income tax. The demand 
of higher-income consumers may then 
shift to the left and the price increase 
effect would be less. The higher the 
level of Program operation, the larger 
will be the revenue needs and the 
greater will be the reduction of de­
mand for food of high-income consum­
ers. However, the financing of a Food 
Allotment Program need not add to 
present Government expenditures. The 
Program can be financed out of funds 
currently used for other programs. This 
would have no income redistribution 
effects. 

Fiscal Policy Implications 

Although the effects of a Food Allot­
ment Program on the overall level of 
employment and national income might 
not be large,55 it is compatible with 
fiscal policy objectives.06 During periods 
of full employment and rising levels 
of real income, Program expenditures 
would decline. The number of people 
whose food expenditures are above a 
certain proportion of their income would 
decrease as incomes rose. On the other 
hand, in periods of substantial unem­
ployment and falling levels of real in­
come, program expenditures would in­
crease. The Program would operate to 

maintain a continual high level of de­
mand for farm food products. 

Therefore, government expenditures 
on a Food Allotment Program are 
strongly anticyclical-the expenditures 
decrease in periods of high employment 
and national income and increase in 
periods of high unemployment and low 
national income. Adjustments in the 
level of operation to fluctuations in em­
ployment and national income could be 
rapid. If persons could make income 
declarations on a monthly basis, there 
could be a monthly adjustment. 

PRICE PROGRAMS 
Effect on Nutrition 

The direct effects of a retail food 
price decline on improving nutrition are 
not as clear as under the Food Allot­
ment Program. With the price ap­
proach, changes in food consumption 
will depend on: (1) which food prices 
are reduced, and (2) the amount of the 
reductions. The improvement in the nu­
trient content of consumers' diets can 
be determined via the measured in­
creases or decreases in consumption of 
different food groups. Compared with 
the analysis of the Food Allotment Pro­
gram, this is painting with a broad 
brush. Reductions in nutritional short­
ages cannot be measured by regions, 
urbanizations, and income groups under 
price programs. Changes in food con­
sumption are assumed to be distributed 
evenly over all income groups. This is 
not entirely realistic. If different income 
groups have different price elasticities 
for food, a given price change will re­
sult in varying consumption increases 
or decreases between income levels. 
However, the detailed consumption data 
available for this study are related to 
income and not price. Therefore, the 

"' For a discussion of the interrelationshiJ?S between agriculture and the business cycle see 
Dale E. Hathaway, "Agriculture and the Business Cycle," Policy for Commercial Agriculture: 
Its Relation to Economic Growth and Stability, Joint Economic Committee, 85th Congress, 1st 
Session, November 22, 1957, pp. 51-56. 

08 Rainer Schickele, "The National Food Allotment Program," Jour. Farm Econ., Vol. 
XXVII, No. 2, May 1946, p. 520. 
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FIG. 2. 

price approach must necessarily deal 
with the population aggregate or the 
total population. 

Effect on Farm Prices and Incomes 

Both in the short and long run, the 
farm price and income effects that re­
sult from price programs are almost 
the same as those presented for the 
Food Allotment Program. In the short 
run, assuming fixed supplies, the price 
subsidies would result in higher prices 
received by farmers. This is illustrated 
in figure 2. Let DD be the market de­
mand curve at the farm level and SS 
be the fixed supply curve. In market 
equilibrium farmers would receive 
price P O for the quantity Q. However, 
if farmers received a price subsidy for 
the same quantity sold, P 1 would be the 
new price, Op1-0p0 the price subsidy, 
and farmers would still be selling Q. 
Therefore, to farmers it would appear 
that demand has shifted from DD to 
D'D'. The rectangle P 0P 1BA represents 
the subsidy paid to farmers. 

In the long run, as supplies increased 
in response to the higher prices re­
ceived by farmers, prices would fall. 
However, farmers could still sell more 
at the original price as a result of the 
expanded demand. 

•1 Ibid., pp. 75-76. 
ss Wetmore et aL, op. cit., p. 67. 
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Fiscal Policy Implications 

To the extent that farm prices and 
nonfarm prices move in the same direc­
tion and by about the same amounts, 
the Compensatory Payments Program 
is compatible with fiscal policy objec­
tives. As farm and nonfarm prices rise 
or fall, the difference between the sup­
port price and the market price would 
increase or decrease respectively as 
would compensatory payments to farm­
ers. Dale E. Hathaway•1 stated that: 

1. Vigorous expansions and contractions 
in the nonfarm economy affect the 
well-being of agriculture and farm 
people. Regardless of the measure 
used, the income of farmers has 
moved in the same direction as the 
income in the nonfarm economy dur­
ing major business cycles. 

2. During periods of mild expansion and 
contraction in the nonfarm economy 
the income of farmers is likely to be 
subject to other influences which 
override the effects of changes in non­
farm business activity. 

Therefore, the Compensatory Payments 
Program fits into the scheme of fiscal 
policy objectives. Given extreme fluc­
tuations in the general levels of busi­
ness activity a compensatory price pro­
gram could be anticyclical. The same 
cannot be said when fluctuations are 
mild. 

An Indemnity Price Program is not 
consistent with fiscal policy objectives. 
The dollar value of indemnity pay­
ments depends on the total quantity 
of food consumed and the desired de­
cline in retail food prices. The value 
of compensation is independent of the 
level of food prices except insofar as 
total food consumption changes in re­
sponse to changes in the price of all 
foods. However, the aggregate demand 
for food is inelastic-about -.20 to 
-.25.58 Since the level of food consump­
tion tends to be unresponsive to price 
changes, so would the value of the in­
demnity payment. In general, the effect 
of major swings in the level of non-



farm and farm prices would not influ­
ence the level of indemnity payments. 
Therefore, the program would not be 
consistent with fiscal policy objectives. 

NUTRITION PROGRAMS 
Effect on Nutrition 

The institutional approach will have 
a direct effect on eliminating nutri­
tional shortages. Meals eaten in insti­
tutional feeding programs will, of 
course, be nutritionally adequate. A 
minimum nutrition standard is effected 
by the amount that institutional food 
consumption is of total food consump­
tion. 

In addition, institutional feeding pro­
grams are avenues for making people 
aware of good nutrition and exposing 
them to wholesome, balanced diets. 
The effect of nutrition education that 
results from feeding programs takes 
place over time. It may be impossible 
to measure, but it should be recognized. 

Effect on Farm Prices and Incomes 

The effect on farm prices and incomes 
of institutional nutrition programs is 
similar to that of the Food Allotment 
Program. The subsidy received by in­
stitutions will enable them to buy more 
food at the same price. For any given 
total supply of food, institutions would 
bid against nonsubsidized consumers. 
The results are similar to those pre­
sented in figure 1. 

Fiscal Policy Implications 

Nutrition programs are not, in gen­
eral, consistent with fiscal policy. Levels 
of program operation would not vary 
with fluctuations in business activity. 
The education approach-consumer ed­
ucation and research-is a continuing 
process and cannot be interrupted with­
out the whole program suffering. School 

59 Wetmore et a!., op. cit., pp. 77-78. 
60 Ibid. 

Lunch Programs, School Milk Pro­
grams, and Institutional Feeding Pro­
grams are to be operated on a continu­
ing basis. In short, the constraints to 
good nutrition-nutrition education and 
tastes and preferences-are not related 
to economic forces that affect the gen­
eral level of business activity. There­
fore, levels of program activity could 
not be adjusted to changing levels of 
economic prosperity. 

RELATION BETWEEN 
PROGRAMS 

The three approaches to demand ex­
pansion-income, price, and nutrition­
are not mutually exclusive. They over­
lap to varying degrees. Nutritional 
shortages tend to decrease as consum­
ers' incomes rise.'"' Therefore, an in­
come program would reduce some nu­
tritional shortages without a direct con­
sideration of the nutrition problem. 
This same interrelationship may also 
exist between the price and the nutri­
tion approach. However, the effect of 
a price reduction for food on nutritional 
shortages is not as obvious. If the con­
sumption of foods that supply needed 
nutrients increases as a result of a 
price reduction, the price approach also 
decreases nutritional shortages. 

Unfortunately, the overlap between 
programs is not complete. There are 
still many areas of nutritional shortages 
that neither the income nor the price 
approach attack. Many high-income 
consumers, although they have suffi­
cient income, do not have nutritionally 
adequate diets.00 Educational and insti­
tutional programs are required for 
some consumers at all income levels. 
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CONCLUSIONS 
All three approaches to demand ex­

pansion work toward reducing nutri­
tional shortages. The effect on nutrition 



of the Food Allotment Program and nu­
trition programs is fairly evident. The 
groups that participate in these pro­
grams are identifiable and the impact 
of program operation on increasing 
their food consumption is ascertainable. 
The effect of an Indemnity Price Pro­
gram is less clear because the impact 
on different income groups cannot be 

determined from available data. In ad­
dition, programs under all three ap­
proaches will increase the demand for 
farm food products and tend to increase 
farm prices and incomes. Only the Food 
Allotment Program is consistent with 
fiscal policy objectives. The price and 
nutrition programs do not contain the 
necessary anticyclical features. 

Chapter IV. Estimates of Program Costs 

THE DEMAND expansion programs presented in Chapter II 
are analyzed here with respect to: (1) increasing food consump­
tion, and (2) resulting costs of program operations. In the analysis 
of the Food Allotment Program changes in food consumption 
are presented for region-urbanizations as well as for the total 
United States. Price and nutrition programs are analyzed only at 
the total United States level because of the lack of data. Estimates 
of both direct and administrative costs are presented. Direct costs 
are incurred in either the procurement and distribution of foods 
or in cash payments to program participants. Administrative costs 
consist of necessary program expenditures on personnel, offices 
and office equipment, travel, supplies, etc. 

FOOD ALLOTMENT 
PROGRAM 

The Data 

The data used in estimating food con­
sumption changes and costs at several 
levels of Program operation are from 
the 1955 Household Food Consumption 
Survey as processed in Policies for Ex­
panding the Demand for Farm Food 
Products in the United States; Part I. 
History and Potentials. A detailed de­
scription of source, methods of estima­
tion, and limitations of data is in the 
above report. The following is a brief 
summary of the data. 

Per capita consumption data for vari­
ous foods are available for per capita 
income groups and region-urbaniza­
tions. The various foods are classified 
into 31 food groups and subgroups as 
presented in table 3. 
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The data are summarized by four al­
ternative food consumption measures: 
(1) quantify used; (2) quantify pur­
chased: (3) money value of quantity 
used; and (4) expense of quantify pur­
chased. Primary emphasis is placed on 
quantify purchased and expense of 
quantify purchased. They represent the 
quantity and value of food moving 
through commercial marketing chan­
nels and are of most interest to the com­
mercial sector of agriculture (i.e., far­
mers producing food for off-farm sale). 
Quantify used and money value of 
quantify used are measures of the level 
and value, respectively, of total food 
consumption. Total food consumption 
includes both purchased and home­
produced foods. 

In addition, the food consumption data 
are summarized by region-urbaniza­
tions. They are: North nonfarm, North 
farm, South nonfarm, and South farm. 



Tabla 3. Classlficatlon of foods used in esti­
mating income consumpHon potentials 

Mille and milk products (calcium equivalent) 
Milk (fluid equivalent) 
Cream and ice cream 
Cheese 

Meat, fish, poultry (excluding bacon and salt 
pork) 

Bacon, salt pork 
Beef, pork, fish, poultry (including bacon 

and salt pork) 
Beef 
Pork (including bacon and salt pork) 
Fish 
Total poultry 

Other meat 
Eggs 
Dry beans, peas, lentils (dry equivalent) 
Nuts and peanut butter (shelled weight) 
Vegetables 

Potatoes, including chips and salad 
Sweet potatoes 
Dark green and yellow 
Other green 
Tomatoes 
Other vegetables 

Citrus fruits (single-strength juice equivalent) 
Dried fruit 
other fruit 
Grain products (flour equivalent) 
Fats and oils (excluding bacon and salt pork) 

Butter 
Margarine 
Other fats and oils (including salad dress­

ing) 
Sugar and sweets (including puddings, soft 

drinks, etc.) 

Method of Analysis 

As stated in Chapter II, money value 
is the value measure used in comparing 
levels of consumption between region­
urbanizations. It measures the value of 
total food consumption. Generally, as 
incomes increase, the money value of 
food consumed also increases. However, 
this increase in money value becomes 
a smaller proportion of the increased 
income. Consequently, money value of 
food consumed, expressed as a per­
cent of income, decreases. 

In figures 3-6, average per capita 
money value for each per capita income 
group (upper portion of figures) and 
average per capita money value ex­
pressed as a percent of per capita in­
come (lower portion of figures) are pre­
sented by region-urbanization. The per 

capita income classes consistent with 
assumed percentages that money values 
of food are of income are determined 
for the 60-percent, 50-percent, and 40-
percent levels. These income levels are 
also indicated in figures 3-6. For exam­
ple, in the North nonfarm region-ur­
banization, average per capita money 
value expressed as a percent of per 
capita income exceeds 40 percent in 
the per capita income classes below the 
$750-$999 income level (figure 3). 

The distributions of total food con­
sumption and money value of total food 
consumption within income groups are 
not known. Within any income group 
individuals have levels of food con­
sumption above and below the average. 
Consequently, the money value of their 
consumption expressed as a percent of 
income is above or below the average 
for the income group. In addition, it is 
impossible to get accurate measures of 
total food consumption of individuals 
for purposes of the Food Allotment Pro­
gram operation. Therefore, the Program 
cannot operate on the basis that all per­
sons whose value of food consumption is 
greater than a given percent of income 
are eligible to participate. The alterna­
tive used in this report is to use average 
per capita consumption data for given 
per capita income groups. 
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Eligibility for participation in the 
Food Allotment Program is determined 
in the following way: The income 
groups in which average money value 
of food consumption exceeds a prede­
termined percent of per capita incomes 
are estimated. All persons whose in­
comes fall within these groups (i.e., fall 
above the predetermined percentage 
point) are eligible. Within these groups 
there will be individuals whose value 
of food consumption is a lower percent 
of their income than the selected per­
centage level. There also will be per­
sons with higher incomes, not eligible 
to participate, but whose value of food 
consumption is a higher percent than 
the level selected. Due to lack of data, 
the above mentioned problems cannot 
be adequately handled either in the 
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Table 4, Distribution of United States population by region-urbanizations eligible for participation at different levels of operation of the 
Food Allotment Program, 1955 

North nonfarm North farm South nonfarm South farm United States 

Number Percent Number Percent Number Percent Number Percent Number Percent 
of of U.S. of of U.S. of of U.S. of of U.S. of of U.S. 

Per capita money persons popula- persons popula- persons popula- persons popula- persons popula-
income after taxes (thousands) tion (thousands) tion (thousands) tion (thousands) tion (thousands) tion 

High level of operation 

Under $250. 2,851 1.8 1,769 1.1 4,469 2.8 5,063 3.2 14,152 8.9 

$250-$499 3,507 2.2 1,954 1.2 6,512 4.1 2,674 1.7 14,647 9.2 

$500-$749 12,728 8.0 2,688 1.7 12,315 7.7 1,231 .8 28,962 18.2 

Total 19,086 12.0 6,411 4.0 23,296 14.6 8,968 5.7 57,761 36.3 

"" a, 

Moderate level of operation 

Under $250 2,851 1.8 1,769 1.1 4,469 2.8 5,063 3.2 14,152 8.9 

$250-$499 3,507 2.2 1,954 1.2 6,512 4.1 2,674 1.7 14,647 9.2 

$500-$749 2,688 1.7 2,688 1.7 

Total 6,358 4.0 6,411 4.0 10,981 6.9 7.737 4.9 31,487 19.8 

Low level of operation 

Under $250. 2,851 1.8 1,769 1.1 4,469 2.8 5,063 3.2 14,152 8.9 

$250-$499 3,507 2.2 1,954 1.2 2,674 1.7 8,135 5.1 

$500-$749 

Total . 6,358 4.0 3,723 2.3 4,469 2.8 7,737 4.9 22,287 14.0 



Table 5, Percentage change In total United 
States quantity purchased of various foods 
and food groups under the Food Allotment 
Program at the high level of operation 
for assumed levels of participation, United 
States, 1955 

Food group 

All food 
Milk and milk products .... 

Milk 
Cream and ice cream . 
Cheese 

Meat, fish, poultry 
Bacon, salt pork 

Major meats 
Beef ..... 
Pork 
Fish ··············----··· 

Total poultry 
Other meat 

Eggs 

Assumed per­
~entage levels of 

participation 

90 75 50 

percent 
5.2 4.4 2.9 
7.0 5.8 3.9 
6.4 5.3 3.6 

... 14.9 12.4 8.3 
4.4 3.7 2.4 
7.8 6.5 4.4 

.2 .2 .1 
7.6 6.3 4.2 
7.3 6.1 4.0 
5.9 5.0 3.3 
8.9 7.4 5.0 

... 10.8 9.0 6.0 
3.2 2.6 1.8 
7.0 5.8 3.9 

Dry beans ... ............................. -15.8 -13.1 -8.8 

Nuts. 6.7 5.6 3.7 
Vegetables 5.2 4.4 2.9 

Potatoes 1.5 1.3 .9 
Sweet potatoes . .. 10.4 8.7 5.8 
Dark green and yellow ..... 4.0 3.4 2.3 

Other green 6.3 5.2 3.5 
Tomatoes 8.0 6.7 4.4 
Other vegetables . 8.6 7.2 4.8 

Citrus fruits 8.4 7.0 4.6 
Dried fruit 6.6 5.5 3.6 
Other fruit .. 6.9 5.8 3.8 
Grain products ......... -4.3 -3.6 -2.4 
Fats and oils . 3.7 3.1 2.0 

Butter 5.9 5.0 3.3 
Margarine 2.4 2.0 1.4 
Other fats and oils 2.8 2.3 1.6 

Sugar and sweets 2.2 1.9 1.2 

analysis of the Program or in its opera­
tion. 

It was also pointed out in Chapter II 
that the amount of the subsidy per par­
ticipant is based on food expenditures 
and not total food consumption. Par­
ticipants will receive the difference be­
tween the average value of food ex­
penditures of their income group and 
the average level of food expenditures 
of the income group to which their 
level of food consumption is to be 
raised. Per capita expenditures on food 
and per capita expenditures expressed 
as a percent of income by per capita 
income groups and region-urbanizations 

are presented in figures 1-4 in the Ap­
pendix. 

Program participants are not com­
pelled to purchase a nutritionally ade­
quate diet. However, nutrition educa­
tion efforts should be incorporated in 
the Program. Moreover, information 
should be made available to partici­
pants about what quantities of various 
foods constitute a nutritionally ade­
quate diet at cost levels consistent 
with the value of food consumed at the 
income levels to which their level of 
food consumption is to be raised. Par­
ticipants desiring to improve the nutri­
ent content of their diets would then 

Table 6, Percentage change in total United 
States quantity purchased of various foods 
and food groups under the Food Allotment 
Program at the moderate level of operation 
for assumed levels of participation, United 
States, 1955 

Food group 

All food 
Milk and milk products 

Milk 
Cream and ice cream . 
Cheese 

Meat, fish, poultry 
Bacon, salt pork 

Major meats 
Beef 
Pork 
Fish 
Total poultry . 

Other meat. 
Eggs 
Dry beans 
Nuts 
Vegetables 

Potatoes . 
Sweet potatoes . 

Assumed per­
centage levels of 

participation 

90 75 

percent 
2.2 1.9 
4.0 3.4 
3.4 2.8 
6.1 5.1 
2.8 2.3 
2.2 1.9 
1.2 1.0 
2.2 1.8 
1.8 
2.1 
3.1 
3.2 
1.3 
2.7 

...... -7.1 
5.0 
2.9 
1.4 
4.0 

1.5 
1.7 
2.6 
2.7 
1.0 
2.2 

50 

1.2 
2.2 
1.9 
3.4 
1.6 
1.2 

.6 
1.2 
1.0 
1.2 
1.7 
1.8 

.7 
1.5 

-4.0 
2.8 
1.6 

Dark green and yellow . 
Other green . 

3.1 
3.2 
4.9 
3.7 
2.1 
2.5 
2.4 

-5.9 
4.1 
2.4 
1.1 
3.3 
2.6 
2.6 
4.0 
3.1 
1.7 
2.1 
2.0 

.8 
2.2 
1.7 
1.8 
2.7 
2.0 
1.2 
1.4 
1.4 
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Tomatoes ..... . 
Other vegetables ... 

Citrus fruits 
Dried fruit . 
Other fruit ...... . 
Grain products . 
Fats and oils 

Butter 
Margarine 
Other fats and oils . 

Sugar and sweets . 

............ -2.1 
1.4 

3.9 
.6 

3.3 

-1.7 
1.1 

3.2 
.5 

2.8 

-1.2 
.8 

2.2 
.4 

1.9 



have some guidelines for doing so. 
However, specific food allotments are 
not included in this analysis because a 
substantial number of allotments is re­
quired and the task of constructing 
them is complex. In terms of a long-run 
situation in which the impact of con­
sumer nutrition education may affect 
levels of food consumption, specifica­
tion of food allotments becomes im­
portant. This is particularly true when 
patterns of food consumption are al­
tered in response to a better under­
standing of good nutrition. 

For reasons discussed earlier, some 
nonparticipation is to be expected. In 

Table 7. Percentage change in total United 
States quantity purchased of various foods 
and food groups under the Food Allotment 
Program at the low level of operation for 
assumed levels of participation. United 
States, 1955 

Food group 

All food . 
Milk and milk products . 

Milk 
Cream and ice cream .... 
Cheese 

Meat, fish, poultry 
Bacon, salt pork ... 

Major meats 
Beef 
Pork 
Fish 
Total poultry 

Other meat 
Eggs 
Dry beans 
Nuts. 
Vegetables 

Potatoes . 
Sweet potatoes 
Dark green and yellow . 
Other green 
Tomatoes. 
Other vegetables 

Citrus fruits 
Dried fruit 
Other fruit . 
Grain products 
Fats and oils 

Butter . 
Margarine 
Other fats and oils .... 

Sugar and sweets 

Assumed per­
centage levels of 

participation 

90 75 50 

percent 
1.2 1.0 .6 
2.2 1.9 1.2 
1.8 1.5 1.0 
3.0 2.5 1.6 
1.8 1.5 1.0 
1.3 1.0 .7 

.6 .5 .4 

.7 .6 .4 

.9 .8 .5 
-.3 -.2 -.2 

1.4 1.2 .8 
1.6 1.4 .9 

.8 .7 .4 
3.2 -2.6 -1.8 
4.1 3.4 2.3 
1.7 1.4 1.0 
1.4 1.1 .8 
2.8 2.3 1.6 
1.2 1.0 .6 
1.3 1.0 .7 
2.5 2.1 1.4 
2.7 2.2 1.5 
1.2 1.0 .6 
3.0 2.5 1.6 
1.8 1.5 1.0 
1.2 -1.0 -.6 

.4 .4 .2 

2.5 2.1 1.4 

1.5 1.3 .8 
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Table 8. Percentage change in total United 
States expense of various foods and food 
groups under the Food Allotment Program 
at the high level of operation for assumed 
levels of participation, United States, 1955 

Assumed per­
centage levels of 

participation 

Food group 90 75 

percent 
All food . 7.5 6.2 
Milk and milk products ... 8.4 7.0 

Milk 8.2 6.8 
Cream and ice cream ............... 12.9 10.7 
Cheese 4.3 3.6 

Meat, fish, poultry 8.5 7 .0 
Bacon, salt pork ____ _ 2.3 

8.3 
8.2 
8.2 
7.0 

Major meats 
Beef 
Pork 
Fish 
Total poultry ······························· 10.5 

Other meat ______ 12.0 

Eggs 8.2 

2.0 
6.9 
6.8 
6.8 
5.8 
8.8 

10.0 
6.8 

Dry beans 
Nuts 
Vegetables 

.................... -11.7 -9.8 

Potatoes 
Sweet potatoes 
Dark green and yellow . 
Other green 
Tomatoes. 
Other vegetables 

Citrus fruits 
Dried fruit 
Other fruit . 
Grain products ____ _ 
Fats and oils .. 

Butter 
Margarine 
Other fats and oils 

Sugar and sweets ___ _ 

8.6 7.2 
6.3 
4.4 

5.6 
6.8 
7.7 
7.9 
7.1 
3.4 
9.4 
2.4 
4.4 
5.0 
4.9 
4.8 
7.4 

5.2 
3.7 

4.6 
5.7 
6.4 
6.6 
5.9 
2.8 
7.9 
2.0 
3.7 
4.2 
4.0 
4.0 
6.2 

50 

4.2 
4.6 
4.6 
7.2 
2.4 
4.7 
1.3 
4.6 
4.6 
4.6 
3.9 
5.8 
6.6 
4.6 

-6.5 
4.8 
3.5 
2.4 

3.1 
3.8 
4.3 
4.4 
4.0 
1.9 
5.2 
1.4 
2.4 
2.8 
2.7 
2.6 
4.1 

addition, leakages will occur. Part of 
the food subsidy may go unused due to 
loss of coupons or miscalculations of 
food expenditures. Some participants 
may sell coupons to nonparticipants at 
discount prices, thereby converting part 
or all the food subsidy into cash in­
come. A portion of the subsidy may also 
be used for the purchase of nonfood 
items. Provisions are made in the pro­
gram to guard against these practices. 
However, some evasion will go unde­
tected. 

There is little information available 
on which to base estimated rates of non­
participation. (In the remainder of this 



Table 9. Percentage change in total United 
States expense of various foods and food 
groups under the Food Allotment Program 
al the moderate level of operation for as­
sumed levels of participation, United States, 
1955 

Food group 

All food 
Milk and milk products 

Milk 
Cream and ice cream ..... 
Cheese 

Meat, fish, poultry . 
Bacon, salt pork 

Major meats 
Beef 
Pork 
Fish 
Total poultry . 

Other meat 
Eggs 
Dry beans 
Nuts 
Vegetables 

Potatoes 
Sweet potatoes 
Dark green and yellow .... 
Other green . 
Tomatoes .......... . 
Other vegetables ___ _ 

Citrus fruits 
Dried fruit ____ _ 
Other fruit ______ _ 
Grain products _____ _ 

Fats and oils 
Butter 
Margarine 
Other fats and oils 

Sugar and sweets .... 

Assumed per­
centage levels of 

participation 

90 75 

percent 
3.4 2.8 
7.4 6.2 
3.6 3.0 
4.6 3.8 
2.5 2.1 
1.9 1.6 
2.6 2.2 
2.1 1.7 
1.6 1.4 
2.5 2.1 
1.6 1.4 
3.0 2.5 

.8 .7 
5.3 4.4 
4.1 -3.4 
5.1 4.3 
3.4 2.8 
2.7 2.2 
5.4 4.5 
3.4 2.8 
2.8 2.3 
4.3 3.6 
3.4 2.8 
2.0 1.6 
1.7 1.4 
2.2 1.9 
1.7 1.4 
1.4 1.1 

.3 
4.0 
1.5 
3.8 

.2 
3.3 
1.3 
3.2 

50 

1.9 
4.1 
2.0 
2.6 
1.4 
1.0 
1.4 
1.2 

.9 
1.4 

.9 
1.6 

.4 
3.0 

-2.3 
2.8 
1.9 
1.5 
3.0 
1.9 
1.6 
2.4 
1.9 
1.1 
1.0 
1.2 
1.0 

.8 

.2 
2.2 

.8 
2.1 

chapter, nonparticipation will refer to 
both nonparticipation of eligible persons 
and leakages in program operation.) 
Consequently, alternative levels of par­
ticipation of 90 percent, 75 percent, and 
50 percent are assumed in the following 
analysis. It is the authors' judgment 
that the above levels represent high, 
moderate, and low rates of participa­
tion. From the information available, 
the 75-percent level appears to be the 
most reasonable.01 

Results of Analysis 

The analyzed levels of operation of 
the Food Allotment Program, based on 
the income groups where average mon­
ey value of food consumed exceeds a 
selected percent of income, are the 60-, 
50-, and 40-percent levels of achieve­
ment. In the remainder of the study 
these levels of achievement are re­
ferred to as low, moderate, and high, 
respectively. The distribution of the 
United States population by region-ur-

Table 10. Percentage change in total United 
States expense of various foods and food 
groups under the Food Allotment Program 
at the low level of operation for assumed 
levels of participation, United Stales, 1955 

Assumed per­
centage levels of 

participation 

Food group 

All food 
Milk and milk products . 

Milk _______ _ 

Cream and ice cream ..... 
Cheese 

Meat, fish, poultry ___ _ 
Bacon. salt pork 

Major meats 
Beef .. 
Pork 
Fish 
Total poultry 

Other meat 
Eggs 

90 75 

percent 
1.2 1.0 
1.8 1.5 
1.7 1.4 
2.0 1.6 
1.7 1.4 
.7 .6 

1.4 
.8 
.4 

1.1 
1.1 
1.0 

.9 

.9 

1.1 
.7 
.4 
.9 
.9 
.8 
.8 
.8 

Dry beans 
Nuts 

----··········-1.6 -1.4 
2.9 3.5 

Vegetables 1.6 1.4 
Potatoes _____ 1.9 1.6 
Sweet potatoes ____ 4.9 4.0 
Dark green and yellow . 2.3 2.0 
Other green . ____ 1.0 .8 
Tomatoes ......... ____ 2.2 1.8 
Other vegetables ____ 2.0 1.6 

Citrus fruits ____ 1.2 1.0 
Dried fruit ______ _ 

Other fruit ... 
Grain products 
Fats and oils _____ _ 

Butter ....... ______ _ 

Margarine 
Other fats and oils 

Sugar and sweets ___ _ 

1.4 
.7 
.6 

1.7 
.6 

1.8 

1.1 
.6 
.5 

1.4 
.5 

1.5 

50 

.6 
1.0 
1.0 
1.1 
1.0 

.4 

.8 

.4 

.2 

.6 

.6 

.6 

.5 

.5 
-.9 
2.0 

.9 
1.0 
2.7 
1.3 

.6 
1.2 
1.1 

.6 

.8 

.4 

.4 

1.0 
.4 

1.0 

01 Norman Leon Gold, A. C. Hoffman, and Frederick V. Wa:ugh, Economic Analysts of the 
Food Stamp Plan, USDA (Washington: U. S. Government Printmg Office, 1940), p. 4. 

49 



Table 11. Costs of operation of selected government programs in agriculture, United States, 1957-59 

Costs of operation 
Administrative costs as a percent 

of direct costs 

Program 1957 1958 1959 1957 1958 1959 

millions of dollars percent 
School Lunch Program 

Direct costs 98.6 98.6 98.6 
Administrative costs 1.2 1.4 1.4 

--- --- --
Total 99.8 100.0 100.0 1.2 1.4 1.4 

Removal of Surplus Agricultural Commodities 
Direct costs 140.8 147.2 147.2 
Administrative costs 2.2 2.8 2.8 

--- --- --
Total 143.0 150.0 150.0 1.6 1.9 1.9 

c.n Conservation Reserve Program 
0 Direct costs 25.5 145.5 332.6 

Administrative costs 12.2 17.4 17.4 
-- -- --

Total 37.7 162.9 350.0 47.8 12.0 6.2 

Acreage Reserve Program 
Direct costs . 477.2 565.5 317.0 
Administrative costs . 34.5 12.1 

-- -- --
Total 477.2 600.0 329.1 t 6.1 3.8 

Commodity Credit Corporation Fund 
Direct costs .......................... 6,398.7 6,193.3 6,426.9 
Administrative costs 30.5 36.0 34.9 

-- -- --
Total '"""""""'""""""'"""""""" 6,429.2 6,229.3 6,461.8 0.5 0.6 0.5 

* Less than $150,000. 
t Less than one-tenth of 1 percent. 

Source: The Budget of the United States Government for the Fiscal Year Ending June 30, 1959 (Washington: United States Government Printing 
Office, 1958), pp. 324-339. 



banization eligible to participate in the 
Program is presented in table 4 for 
the three levels. At the high level of 
operation, 36.3 percent of the Nation's 
population would be eligible to partici­
pate; 19.8 percent at the moderate level; 
and 14.0 percent at the low level. 

The number of participants in the 
Program, after assuming for nonpartici­
pation, is not computed for each region­
urbanization. Participation. rates prob­
ably would not be uniform for all areas. 
For example, a higher rate of participa­
tion might be expected among urban 
residents than rural residents because 
urban people have locational advant­
ages to administrative offices and food 
distribution centers. However, there is 
no basis for converting this locational 
advantage into differential rates of par­
ticipation. 

Estimated percentage changes in to­
tal United States quantity purchased 
and expense of quantity purchased for 
various foods and food groups at alter­
native levels of Program operation and 
participation are shown in tables 5-10. 
The changes in consumption presented 
assume that sufficient time has elapsed 
to permit supplies to increase. For those 
commodities whose supplies are fixed in 
the short run, expanding their demand 
will increase prices but not change con­
sumption. As these higher prices result 

in expanded production, quantities con­
sumed will increase and prices will fall 
toward their preprogram levels. 

The largest change in quantity pur­
chased occurs at the high level of oper­
ation. Assuming a 75-percent level of 
Program participation, 27.2 percent of 
the Nation's population would partici­
pate. Total food purchases would in­
crease by only 4.4 percent. 

Estimated percentage changes in 
quantity purchased and expense of 
quantity purchased for various foods 
and food groups are presented in tables 
1-6 in the Appendix. These are by reg­
ion-urbanizations at alternative levels 
of operation and participation. The 
changes in expense of quantity pur­
chased for the United States and for 
each region-urbanization under as­
sumed levels of Program operation, ex­
pressed in value terms, are given in ta­
bles 11-14 and 18-20 in the Appendix. 
These data represent the direct cost of 
Program operation-the value of the 
food subsidies paid to program partici­
pants-at the 1955 level of food prices. 
For example, assuming the 75-percent 
level of Program participation, direct 
costs would range from $500 million to 
about $3 billion for the low and high 
levels of operation, respectively (Ap­
pendix, table 13). Changes in quantity 
of food purchased, expressed in mil-

Table 12. Cost of the Food Allotment Program for several levels of operation under assumed 
levels of participation, United States, 1955 

Admin- Admin-
Direct istrative istrative Total Total 

Level of operation cost cost I cost II cost I cost II 

million dollars 

90-percent level of participation 

High 3,488 70 174 3,558 3,662 
Moderate 1,663 33 83 1,696 1,746 
Low 632 13 32 645 664 

75-percent level of participation 

High 2,906 58 145 2,964 3,051 
Moderate 1,386 28 69 1,414 1,455 
Low 526 11 26 537 552 

50-percent level of participation 

High 1,938 39 97 1,977 2,035 
Moderate 924 18 46 942 970 
Low 351 7 18 358 369 
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lions of pounds, are presented in tables 
7-10 and 15-17 in the Appendix. 

Total costs consist of direct and ad­
ministrative costs. Estimates of admini­
strative costs are based on experiences 
with other government agricultural 
programs (table 11). An analysis of 
these programs indicates that a reason­
able range of administrative cost is 
from 2 to 5 percent of direct costs. Lev­
els of administrative costs will vary be­
tween and within programs for differ­
ent levels of operation-unit adminis­
trative costs may be lower at higher 
levels than at lower levels of operation. 

Both direct and administrative costs 
of the Food Allotment Program are 
presented in table 12. Two levels of ad­
ministrative costs are estimated along 
with corresponding total costs. Costs I 
sets administrative costs at 2 percent of 
direct costs and costs II sets adminis­
trative costs at 5 percent of direct costs. 
The higher administrative costs, the 5-
percent level, would probably be rele­
vant at low levels of Program operation. 
The lower administrative costs, the 2-
percent level, would be the relevant 
cost figure at high levels of operation. 

At the 75-percent level of participa­
tion, assuming a low level of adminis­
trative cost, estimated total costs would 
range from $537 million at the low lev­
el of Program operation to $2,964 mil­
lion at the high level. Assuming a 
higher level of administrative costs, es­
timated total costs would range from 
$552 million to $3,051 million. 

Summary 

Assuming an average rate of partici­
pation in the Food Allotment Program 
of 75 percent of all eligible persons, the 
high level of Program operation would 
involve about 43 million persons, ap­
proximately 27 percent of the total 
United States population. This would 
result in a 4.4-percent increase in total 
quantity of all food purchased at a to­
tal cost of $3,051 million. At the low 
level of operation, about 17 million per­
sons would participate, approximately 
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IO percent of the total United States 
population: This would result in a 1.0-
percent increase in total quantity of 
food purchased at a total cost of $552 
million. The analysis indicates that the 
cost of attaining a moderate increase in 
food consumption through the Food Al­
lotment Program involves large food 
subsidy expenditures and a substantial 
part of the Nation's population. 

INDEMNITY PRICE 
PROGRAM 

The Indemnity Price Program oper­
ates at the wholesale level of food dis­
tribution. Price subsidies are granted 
to wholesalers in amounts consistent 
with desired retail price reductions. 
Changes in total food consumption that 
result from price declines of various 
foods and food groups are presented in 
Chapter IV of Policies for Expanding 
the Demand for Farm Food Products 
in the United States; Part I. History 
and Potentials and reprinted in table 13. 

The wholesale prices used in the 
analysis are computed in the following 
way. First, the 1954-56 average retail 
food prices are reduced by 10 and 20 
percent, respectively. The reductions in 
retail prices are then subtracted from 
the wholesale prices usually in whole­
sale prices consistent with desired re­
tail prices. It is assumed that food mar­
keting margins remain constant with 
respect to changes in price and volume 
marketed. This assumption does not 
seem to bias the analysis greatly in 
view of currently available informa­
tion. Rueben C. Buse and G. E. Bran­
dow pointed out that for a variety of 
foods "85 percent or more of the total 
variation of annual margins was ac­
counted for by changes in the average 
margin on all foods. Costs of process­
ing and distribution apparently were 
the principal determinants of the over­
all margin. Probably in a period of 
greater price stability, other variables 
would be relatively more important 
than in this period; but from the 1920's 



Table 13. Estimated percentage change In consumption of selected fOOd groups and all food 
under assumed food price changes, United States 

Percent change in consumption for a price decline 
of 10 percent for: 

Meats. All livestock All food 
All fruits. and livestock except 

Commodity food vegetables Meat products "other" 

Meat 3.1 4.8 6.5 4.8 3.4 
Dairy products 1.9 -2.8 -2.2 2.9 2.2 
Eggs 1.7 -3.0 -3.0 2.3 2.2 
Fruits 4.7 5.3 -3.4 -3.4 5.1 
Vegetables 1.9 3.2 -2.3 -3.3 2.1 
"Other" 0.0 -0.7 -0.5 -0.8 -1.0 
All foods 2.1 1.7 1.1 1.5 2.1 

Percent change in consumption for a price decline 
of 20 percent for : 

Meats, All livestock All food 
All fruits, and livestock except 

Commodity food vegetables Meat products "other" 

Meat 6.7 10.8 14.3 10.8 7.4 
Dairy products 4.1 -5.8 -4.6 6.2 4.8 
Eggs 3.6 -6.3 -6.3 4.8 4.8 

Fruits 10.3 11.1 -7.1 -7.1 11.1 
Vegetables 4.1 6.9 -4.8 -6.9 4.6 
"Other" 0.0 -1.6 -1.1 -1.8 -2.2 

All foods 4.6 3.7 2.4 3.3 4.5 

Source: John M. Wetmore, Martin E. Abel, Elmer W. Learn, and Willard W. Cochrane, Policies 
for Expanding the Demand for Farm Food Products in the United States: Part I 
History and Potentials, Technical Bulletin 231, University of Minnesota Agricultural 
Experiment Station, April 1959, pp. 71-72. 

to 1957, volume, adjusted retail price, 
and change in price accounted for only 
about 10 percent of the variation in in­
dividual margins.'""' Individual prices 
of component foods of each food group 
are weighted by their relative import­
ance in the all food index03 to obtain 
food group prices. 

The value of the subsidy granted to 
achieve the desired retail price declines 
is computed by taking the difference 
between the original levP.l of food con­
sumption valued at the original whole­
sale price and the new level of food 
consumption valued at the new whole­
sale price. In other words, the subsidy 
equals the original value of the food 
groups whose prices are to be reduced 
less the new value at the lower price. 

The immediate effect of a subsidy 
granted under the Indemnity Price Pro-

gram will be an increase in prices paid 
to farmers for those commodities whose 
prices are reduced at retail. In the very 
short run supplies of most agricultural 
commodities are fixed. Therefore, an 
expanded demand for any or all farm 
food products at the farm level would 
raise prices. In the longer run farmers 
would increase output in response to 
the higher prices and prices would fall. 
However, farmers could still sell more 
of their food products at the pre-Pro­
gram level of prices due to the ex­
panded demand. The length of time re­
quired to increase supplies will vary 
from commodity to commodity. It may 
take several years to expand the supply 
of beef, yet the supply of wheat going 
for food uses could be expanded almost 
immediately by drawing upon existing 
stocks. 

.. Reuben C. Buse and G. E. Brandow, "The Relationship of Volume, Prices, and Costs to 
Marketing Margins for Farm Foods," Jour. Farm Econ., Vol. XLII, No. 2, May 1960, p. 369. 

ea Supplement for 1956 to Consumption of Food in the United States, 1909-1952, USDA, AMS, 
September 1957, pp. 46-47. 

53 



Table 14. Estimated total coats of the Indemnity Price Program for selected price declines at retail, United States, 1955 

Estimated total Program cost for price decline of: 

All food Meat, fruits, vegetables Meat All livestock All food (except "other") 

Commodity 10% 20% 10% 20% 10% 20% 10% 20% 10% 20% 

million dollars 

where administrative costs are 2 percent of direct costs 

Meat 1,248.48 2,550.00 1,080.18 2,209.32 911.88 1,917.60 1,080.18 2,209.32 1,218.90 2,492.88 

Dairy products 690.54 1,319.88 630.36 1,209.72 672.18 1,558.56 

Eggs ........ 192.78 290.66 183.60 375.36 185.64 375.36 

Fruits . 384.54 770.10 371.28 755.82 376.38 755.82 
QI Vegetables 477.36 969.00 446.76 919.02 472.26 959.82 

"" "Other" 1,243.38 2,485.74 

Total 4,237.08 8,485.38 1,898.22 3,884.16 911.88 1,917.60 1,894.14 3,794.40 2,925.36 6,142.44 

where administrative costs are 5 percent of direct costs 

Meat 1,285.20 2,625.00 1,111.95 2,274.30 938.70 1,974.00 1,111.95 2,274.30 1,254.75 2,566.20 
Dairy products 710.85 1,358.70 648.90 1,245.30 691.95 1,604.40 

Eggs 198.45 402.15 189.00 386.40 191.10 386.40 

Fruits 395.85 792.75 382.20 778.05 387.45 778.05 

Vegetables 491.40 997.50 459.90 946.05 486.15 988.05 

"Other" 1,279.95 2,558.85 

Total 4,361.70 8,734.95 1,954.05 3,998.40 938.70 1,974.00 1,949.85 3,906.00 3,011.40 6,323.10 



The analysis of the Indemnity Price 
Program presented below assumes that 
the Program has been in operation for 
a sufficiently long period of time to al­
low for the needed supply adjustments. 
Since supplies have adjusted to the ex­
panded demand conditions, the contin­
ued subsidization of specified price de­
clines will maintain the desired rela­
tive food prices. No attempt is made to 
support any or all food group prices at 
a specified level. They are subject to 
fluctuations that result from changes in 
production. 

Changes in consumption of selected 
food groups and all food that result 
from price declines of 10 and 20 percent 
have already been presented in table 
13. The total costs of Program opera­
tion for price declines of 10 and 20 per­
cent for selected food groups and all 
food are presented in table 14. As in the 
analysis of the Food Allotment Pro­
gram, low and high levels of adminis­
trative costs of 2 and 5 percent, respec­
tively, of direct costs are employed. 
Reducing the price of all food by a giv­
en amount results in the largest total 
cost. On the other hand, reducing the 
price of meat by a given amount results 
in the smallest total cost. The range in 
costs is considerable. At the low level 
of administrative costs, it goes from 
about $912 million for a 10-percent de­
cline in the price of meat to about 
$8,485 million for a 20-percent decline 
in the price of all food. At the high lev­
el of administrative costs, it ranges 
from about $939 million to about $8,735 
million for the same price declines. 

Our ultimate interest is not how 
much a given price decline for selected 
food groups increases food consump­
tion, but how a given price decline in­
creases total farm resource use. There­
fore, before one of the various price de­
clines can be adjudged the most effi­
cient with respect to increasing total 

farm resource use per dollar of program 
expenditure, the changes in food con­
sumption must be converted into 
changes in farm resource use. This is 
done in Chapter V. 

Summary 

The Indemnity Price Program ap­
pears to be a very expensive route to 
demand expansion. This is particularly 
true if a good part of agricultural sur­
pluses are not eliminated by the ap­
proach. In Chapter V it will be seen 
which set of price declines results in 
the largest increases in total farm re­
source use per dollar of program ex­
penditure. 

NUTRITION PROGRAMS 
The nutrition programs presented for 

analysis in Chapter II are the School 
Lunch and Special Milk Programs and 
Public and Nonprofit Private Institu­
tional Feeding Programs. These three 
nutrition programs are now analyzed 
for their effects on expanding food con­
sumption and cost of operation. 

The School Lunch and School 
Milk Program 

The Agricultural Marketing Service 
of the United States Department of Ag­
riculture conducted a survey of public 
schools having a food service.04 The 
survey covered the period July 1957 to 
June 1958. The study "attempts to 
chart the current and potential size of 
the market for food in public elemen­
tary and high schools for food manu­
facturers and distributors as well as 
Department, State and local officials re­
sponsible for school feeding programs." .. 
The report found that potentials exist 
for expanding the school market for 
food. It concluded that: 

Further expansion is likely to occur in 
the school 111arket as enrollments con-

64 The Market for Food in Public Schools, Marketing Research Report No. 377, Marketing 
Research Division, AMS, USDA, January 1960. 

66 Ibid., p. ii. 
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Table IS, Number and percentage of schools serving lunch by region and type of lunch service, March 1957 

Schools by type of lunch service 

Complete plate 
lunch under 

National School Other A la carte 
Region Lunch Program plate lunches only None Total 

number percent number percent number percent number percent number percent 
United States total 52,522 49.6 6,798 6.4 1,169 1.1 45,477 42.9 105,966 100.0 

Region:• 

Northeast 10,114 47.9 926 4.4 316 1.5 9,749 46.2 21,105 100.0 
Southeast 13,868 68.6 1,364 6.8 219 1.1 4,753 23.5 20,204 100.0 

Midwest 12,674 33.7 2,168 5.8 170 .5 22,544 60.0 37,556 100.0 

Southwest 9,188 59.6 1,585 10.3 244 1.6 4,386 28.5 15,403 100.0 

west 6,678 57.1 755 6.4 220 1.9 4,045 34.6 11,698 100.0 

• Northeast: Maine, Delaware, New Hampshire, Vermont, Massachusetts, West Virginia, District of Columbia, Rhode Island, Connecticut, Maryland, 
Pennsylvania, New Jersey, New York. 

Southeast: Florida, Tennessee, Mississippi, North Carolina, South Carolina, Alabama, Virginia, Georgia, Kentucky. 
Midwest: Illinois, Ohio, Indiana, Iowa, North Dakota, South Dakota, Michigan, Missouri, Minnesota, Nebraska, Wisconsin. 
Southwest: Kansas, Arkansas, Colorado, Oklahoma, Louisiana, New Mexico, Texas. 
West: Montana, California, Utah, Wyoming, Washington, Nevada, Oregon, Arizona, Idaho. 

Source: Kenneth E. Anderson, Participation of Schools and Pupils in School Lunch Programs in Elementary and Secondary Schools of the United 
States, Marketing Research Report No. 262, Marketing Research Division, AMS, USDA, August 1958, p. 25. 



Table 16. Number and percentage of pupils enrolled In achoola serving lunch by region and type of lunch service. March 1957 

Pupils in schools offering 

Complete plate 
lunch under 

National School Other A la carte 
Region Lunch Program plate lunches only None Total 

number percent number percent number percent number percent number percent 

United States total 22,151,503 67.8 3,109,381 9.5 1,030,991 3.1 6,401,676 19.6 32,693,551 100.0 
01 
-'I Region:• 

Northeast 5,057,646 60.8 512,036 6.1 345,671 4.2 2,407,462 28.9 8,322,815 100.0 

Southeast 5,930,122 81.0 752,443 10.3 144,234 2.0 492,099 6.7 7,318,898 100.0 

Midwest 4,522,554 59.9 653,882 8.7 91,566 1.2 2,277,582 30.2 7,545,584 100.0 

Southwest 3,144,014 69.2 681,959 15.0 215,279 4.7 505,188 11.1 4,546,440 100.0 

West 3,497,167 70.5 509,061 10.3 234,241 4.7 719,345 14.5 4,959,814 100.0 

• See table 15. 
Source: Kenneth E. Anderson, Participation of Schools and Pupils in School Lunch Programs in Elementary and Secondary Schools of the United 

States, Marketing Research Report No. 262, Marketing Research Division, AMS, USDA, August 1958, p. 26. 



tinue to rise and as new schools are 
constructed with modern cooking and 
cafeteria facilities. During the 1958-59 
school year, enrollment in public schools 
with and without a lunch service total 
34.6 million pupils. The Department of 
Health, Education and Welfare estimates 
that public school enrollments in the 
United States will reach 41.5 million 
pupils by 1965. By 1970 such enrollments 
are expected to climb to 44.5 million pu­
pils, approximately 25 percent more 
than current enrollments. 
Increased pupil participation in schools 
having a lunch program also will in­
fluence the future market for food in 
schools. From this study it was found 
that in the schools under the National 
School Lunch Program the daily aver­
age number of lunches served was equal 
to about a half of the total average 
daily attendance. Part of the remaining 
48 percent probably constitutes a poten­
tial demand for school lunches and, 
thereby, for farm products. 
Still another possibility for increasing 
the consumption of food in schools lies 
in those schools without a food service. 
According to a 1957 study, there were 
over 26,000 public schools serving milk 
only. It would seem reasonable to ex­
pect that some of these schools will 
have a lunch service in the years ahead 
and provide an additional means of in­
creasing the use of food in this segment 
of the away-from-home eating market.•• 

The present report does not deal 
with the 'impact of increasing popula­
tion upon the demand for food. There­
fore, in the analysis of potential in­
creases in food consumption under the 
National School Lunch Program, inter­
est is centered around increased pupil 
and school participation in the Pro­
gram. 

Data for 1957 on the number of 
schools serving school lunches, serving 
no lunches, and student enrollment in 
these schools are presented in tables 15 
and 16. "Approximately two-thirds of 
the 33 million pupils in the public ele­
mentary schools of the United States 
were enrolled in schools participating 
in the National School Lunch Program 
in March 1957; one-tenth were in 
schools having other plate lunch serv­
ice; less than one twenty-fifth were in 
schools offering only a la carte service; 
and one-fifth were in schools having no 
lunch service.""' Of the schools serving 
lunches, not all students enrolled par­
ticipated. It would be unreasonable to 
expect otherwise. 

Table 17. Average daily participation (number of lunches served daily) in school feeding pro­
grams and ratio of average daily participation to pupils enrolled by region, March 1957 

Schools serving complete 
plate lunch under 

National School Lunch Schools serving other 
Program plate lunches 

Average 
Avera~e daily 

Average 
Average daily 

participation participation 
daily as percentage daily as percentage 

participa- of pupils participa- of pupils 
Region tion enrolled tion enrolled 

number percent number percent 
United States total 9,900,963 45 1,027,654 33 
Region:• 

Northeast 1,836,470 36 134,924 26 
Southeast 3,157,126 53 302,240 40 
Midwest 2,025,817 45 260,417 40 
Southwest 1,577,734 50 209,723 31 
West 1,291,800 37 120,667 24 

• See table 15. 
Source: Kenneth E. Anderson, Participation of Schools and Pupils in Schoo! Lunch Programs 

in Elementary and Secondary Schools of the United States, Marketing Research Report 
No. 262, Marketing Research Division, AMS, USDA, August 1958, p. 27. 

66 Ibid., p. 6. 
o, Kenneth E. Anderson, Participation of Schools and Pupils in Schoo! Lunch Programs in 

Elementary and Secondary Schools of the United States, Marketing Research Report No. 262, 
Marketing Research Division, AMS, USDA, August 1958, p. 3. 
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About 45 percent, or 10 million, of the 
pupils in the participating schools daily 
ate lunches provided under the National 
School Lunch Program. About 1 million 
of the pupils in schools serving plate 
lunches not provided for under the Na­
tional School Lunch Program ate, on a 
daily basis, the plate lunches provided, 
thus about one-third of the pupils en­
rolled in public schools below the col­
lege level participated daily in School 
feeding services offering plate lunches. 
(See table 17.) 
Undoubtedly many of the pupils in the 
schools offering only a la carte service 
ate a balanced meal. However, the num­
ber of such pupils is not known, nor is 
it possible to know how many children 
ate a part of their lunch in school.68 

One measure of the potential in­
crease in food consumption is the in­
crease which results from raising the 
food consumption level of pupils not 
eating under the National School 
Lunch Program to the level of partici­
pants. This assumes the same rate of 
participation found in the National 
School Lunch Program. This adjust­
ment should represent nutritional ade­
quacy since the Program stresses good 
nutrition. The resulting changes in 
quantity of food used and value of 
food used are presented in tables 18 
and 19. Percentage changes in quantity 
of food used and value of food used 

Table 18. Change in quantity of food used in public schools when per pupil consumption in 
schools not participaiing in the Naiional School Lunch Program is raised to the con­

sumption level of pupils participating in the National School Lunch Program 

Change in quantity used in schools 

Food group Serving meals Serving no meals Total 

million pounds 
Milk and milk products 198.3 727.2 925.6 

Milk 157.7 560.l 716.3 
Cream and ice cream -3.8 17.3 13.5 
Cheese 5.0 12.8 17.8 

Meat, fish, poultry 12.0 73.0 85.0 
Bacon, salt pork 

Major meats 9.1 58.9 68.0 
Beef 3.3 33.3 36.6 
Pork 0 7.7 7.7 
Fish 2.1 8.3 10.4 
Total poultry 3.7 9.6 13.3 

Other meats 3.3 14.7 18.1 
Eggs .4 11.5 11.9 
Dry beans 3.7 9.0 12.7 
Nuts .8 3.2 4.0 

Vegetables 56.4 195.9 252.4 

Potatoes 8.3 58.3 66.6 

Sweet potatoes 2.1 3.8 5.9 
Dark green and yellow 2.9 8.9 11.9 
Other greens 40.6 110.8 151.4 

Tomatoes .8 4.5 5.3 

Other vegetables 1.7 9.6 11.3 

Citrus fruits -1.6 7.6 6.0 

Dried fruit .4 1.3 1.7 

Other fruit 32.7 73.6 106.4 

Grain products 18.2 85.7 104.0 

Fats and oils 8.7 30.1 38.8 
Butter and margarine -.4 20.4 .2 

Butter 7.5 19.8 27.3 

Margarine -.4 .6 .2 

Other fats and oils 1.6 9.6 11.3 

Sugars and sweets _ 2.1 18.6 20.6 

88 Ibid. 
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Table 19, Change in value of food used in public schools when per pupil consumption in 
schools not participating in the National School Lunch Pre>gl'am ls raised to the con­

sumption level of pupils participating in the National School Lunch Pre>gl'am 

Food group 

Milk and milk products 
Milk 
Cream and ice cream 
Cheese 

Meat, fish, poultry 
Bacon, salt pork 

Major meats 
Beef 
Pork 
Fish 
Total poultry 

Other meats 
Eggs 
Dry beans 
Nuts 
Vegetables 

Potatoes 
Sweet potatoes 
Dark green and yellow 
Other green 
Tomatoes 
Other vegetables 

Citrus fruits 
Dried fruit ..... 
Other fruit 
Grain products 
Fats and oils 

Butter and margarine 
Butter 
Margarine 

Other fats and oils 
Sugar and sweets . 

Total 

are presented in tables 20 and 21. The 
increased total food costs would amount 
to $214 million (table 19), but this does 
not represent the cost of Program opera­
tion. 

The school lunch program in the individ­
ual school is supported largely through 
cash payments made for plate lunches 
by pupils participating. It is estimated 
that in 1957 slightly over 53 percent of 
the funds expended in operating the 
National School Lunch Program came 
from cash payments made by pupils. 
In the same year, Federal contributions 
amounted to 28 percent, and the re­
maining funds were provided through 
State and local contributions.69 

.. Kenneth E. Anderson, op. cit., p. 11. 

Change in value used in schools 

Serving meals Serving no meals Total 

60 

million dollars 
17.8 71.3 89.1 
16.7 60.9 77.6 
-.9 5.3 4.4 
2.0 4.9 7.0 
5.2 32.8 38.0 

3.2 26.3 29.5 
.9 14.7 15.6 

-.1 4.0 3.9 
1.0 4.0 5.0 
1.4 3.6 5.0 
2.0 6.3 8.2 

.6 3.1 3.7 

.3 .8 1.2 
.8 .7 

5.6 20.3 26.1 
-.2 3.7 3.5 

.2 .4 .6 
.5 1.2 1.7 

4.9 13.4 18.4 
.5 .6 

.2 1.1 1.3 
-.1 .6 .5 

.1 .3 .4 
4.5 10.5 15.1 
1.6 18.3 19.9 
4.5 13.6 18.1 
4.2 11.5 15.7 
4.3 11.3 15.6 

-.1 .2 .1 
.2 2.1 2.3 

-1.1 2.3 1.2 

39.0 174.7 214.0 

On the basis of contributions in 1957, 
the Federal contribution to the in­
creased cost of foods presented in table 
19 would amount to $60 million. The re­
maining costs would be financed by 
lunch sales and State and local contri­
butions. 

The increases in food consumption 
obtained from expanding the operation 
of the National School Lunch Program 
do not represent net increases in total 
food consumption. This is impossible to 
estimate. Many new participants in the 
Program would substitute school 
lunches for food formerly brought from 



home or eaten outside of school. Food 
consumption data are not available on 
lunches other than those served in 
school. 

Most of the schools participating in 
this Program along with many other 
schools participated in the Special Milk 
Program. Of the schools participating in 
the National School Lunch Program, 
83.8 percent also participated in the 
Special Milk Program. Of the schools 
not participating in the National School 
Lunch Program, 42.8 percent partici­
pated in the Special Milk Program. If 
per pupil consumption of fluid milk in 

schools participating in the National 
School Lunch Program but not in the 
Special Milk Program is raised to the 
level of per pupil consumption in 
schools participating in both programs, 
fluid milk consumption in all schools 
participating in the National School 
Lunch Program would increase by 3 
percent.'0 In addition, the estimated 
changes in milk consumption resulting 
from adjusting the consumption levels 
for various foods in schools not partici­
pating in the National School Lunch 
Program to those participating would 
also increase by 3 percent (see table 

Table 20. Percentage change in quantity of food used In public schools when per pupil con­
sumption in schools not participating in the National School Lunch Program ls raised to 

the consumption level of pupils participating In the National School Lunch Program 

Change in quantity used in schools 

Food group Serving meals Serving no meals Total 

percent 
All food .1 .5 .6 
Mille and mill< products .3 1.0 1.3 

Milk .3 .9 1.2 
Cream and ice cream -.1 .4 .3 
Cheese .3 .7 .9 

Meat, fish, poultry .1 .3 .4 
Bacon, salt pork 

Major meats .3 .3 
Beef .4 .4 

Pork 0 .1 .l 
Fish ........ .2 .7 .8 
Total poultry .1 .3 .4 

Other meats .1 .5 .6 
Eggs .2 .2 

Dry beans .3 .7 .9 

Nuts .1 .3 .4 

Vegetables .1 .4 .6 

Potatoes .1 .4 .5 

Sweet potatoes .2 .3 .5 

Dark green and yellow . .1 .3 .4 

Other green .5 1.3 1.7 

Tomatoes .1 .1 

Other vegetables .1 .1 

Citrus fruits .1 .1 

Dried fruit .1 .2 .3 

Other fruit .2 .5 .7 

Grain products .1 .4 .4 

Fats and oils .1 .4 .5 

Butter and margarine 
Butter .6 1.6 2.2 

Margarine 
Other fats and oils .2 .2 

Sugar and sweets .1 .1 

10 Computed from Kenneth E. Anderson, Milk Consumption in the Nation's Schools, Mar­
keting Research Report No. 284, AMS, USDA, November 1958, pp. 15 and 24. 
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Table 21. Percentage change in value of food used in public schools when per pupil con­
sumption in schools not participating in the National School Lunch Program is raised to 

the level of consumption of pupils participating in the National School Lunch Program 

Change in value used in schools 

Food group Serving meals 

All food 
Milk and milk products _________ _ 

Mille 
Cream and ice cream _________ _ 
Cheese 

Meat. fish, poultry . 
Bacon, salt pork 

Eggs 

Major meats 
Beef 
Pork 
Fish 
Total poultry 

Other meats 

Dry beans 
Nuts 
Vegetables 

Potatoes 
Sweet potatoes 
Dark green and yellow . 
Other green 
Tomatoes 
Other vegetables 

Citrus fruits 
Dried fruit 
Other fruit 
Grain products 
Fats and oils . 

Butter and margarine 
Butter 
Margarine 

Other fats and oils 
Sugar and sweets _____________ _ 

.l 

.2 

.3 

.2 

.1 

.1 

.1 

.1 

.1 

.1 

.1 

.3 

.1 

.2 

.2 

.5 

Serving no meals Total 

percent 
.4 .5 

.8 1.0 
1.0 1.3 

.3 .2 

.5 .8 

.2 .3 

.2 .2 

.3 .3 

.1 .1 

.6 .7 

.2 .3 

.3 .4 

.1 .2 

.3 .4 

.1 .1 

.3 .4 
.3 .3 
.2 .4 
.2 .3 
.9 1.2 

.1 .1 

.2 .3 

.4 .5 

.3 .3 

.5 .7 

1.4 1.9 
.1 
.2 .2 

.1 

18). The estimated total increases in 
milk consumption resulting from in­
creased participation in the National 

School Lunch Program and the Special 
Milk Program are presented in table 
22. 

Table 22. Increased quantity used and value of quantity used of milk in public schools when 
the consumption of milk by all pupils is raised to the consumption level of pupils 

in schools participating in both the National School Lunch Program 

Type of school 

and the Special Milk Program, United States, 1957 

Change in 
quantity used 

million pounds 
All schools participating in the National School Lunch 

Program _______ 50.5 

Schools not participating in the National School Lunch 
Program 953.4 

Total _________ 1,003.9 
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in value of 

quantity used 

million dollars 

0.5 

91.8 
92.3 



Public and Nonprofit Private Institu­
tional Feeding Programs 

Data on food consumption in public 
and nonprofit private institutions are 
fragmentary." A study of 16 non-Fed­
eral institutions located in the north­
eastern and southeastern regions 

revealed that the extent of the market 
potential for a particular kind of food 
depended, in some degree, upon the 
type of institutions involved and its re­
gional location. Two types of institutions 
may be important for increased utiliza­
tion of surplus foods, especially those 
produced locally; they are mental insti­
tutions and homes for the aged. Mental 
institutions presently comprise the larg­
est proportion of the inmate population, 
representing the largest part of the in­
stitutional market. Inmates in homes for 
the aged make up the next largest cate­
gory, with the possibility of increasing 
proportionately faster than other seg­
ments of the institutional population in 
the years ahead. In addition, institutions 
may also provide an outlet for increased 
quantities of those foods that are distrib­
uted through Government Programs.72 

One major constraint to increasing 
food consumption in public institutions 
is their limited budget for food expen­
ditures. Thus, subsidizing their food 
expenditures could result in a substan­
tial increase in food consumed. How­
ever, these increases might not be sig­
nificant relative to eliminating surplus 
agricultural resources. 

More data are needed on food con­
sumption patterns in this particular 
food market before the market poten­
tial can be adequately assessed. Knowl­
edge of the level and composition of 
food consumption would permit esti­
mates of changes in response to lifting 
budget restraints. 

Summary 

The nutrition programs analyzed 
above afford a potential to increased 

food consumption. Yet, it is a minor po­
tential compared with the magnitude 
of the problem at hand-reducing or 
eliminating agricultural surpluses. The 
estimated potential changes in food 
consumption that result from increased 
participation in the School Lunch and 
Special Milk Programs do not repre­
sent net increases in food consumption. 
School children, not currently partici­
pating, are not doing without lunches. 
Therefore, a large part of the increase 
in food consumption would represent a 
substitution of foods eaten under the 
Programs for foods coming from other 
sources. Because of the lack of ade­
quate data, net increases in food con­
sumption from expanded participation 
in these Programs is indeterminable. 

Available data are not adequate to 
assess the market potential for food 
in public and private nonprofit institu­
tions other than schools. A market po­
tential in these institutions is recog­
nized, but its magnitude cannot now be 
determined. 

CONCLUSIONS 
The costs of attaining sizeable in­

creases in food consumption under 
either the Food Allotment or the In­
demnity Price Program are very high. 
Nevertheless, as will be seen in Chap­
ter V, the resulting increases in farm 
resource use will not eliminate surplus 
resources in agriculture. The justifica­
tions for public expenditures on de­
mand expansion programs must be nu­
trition and welfare considerations, as 
well as the elimination or reduction of 
agricultural surpluses. Thus, the pro­
grams analyzed above must also be 
judged from the point of view of their 
capacity to improve nutrition among 
participants. Nutrition programs, such 
as the School Lunch and the Special 

n Some available sources of data are Esther S. Hochotin, Employee Food Services in Manu­
facturing Plants, Marketing Research Report No. 325, AMS, USDA, June 1959, and WilliAm S. 
Hoofnai::1e, Philip B. Dvoskin and James A. Bayton, The Market for Food in Selected Public 
and Private Institutions, Marketing Research Report No. 84, AMS, USDA, March 1955. 

72 William S. Hoofnagle, Philip B. Dvoskin, and James A. Bayton, op. cit., p. iv. 
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Milk Programs, are appealing because 
of their direct approach to improving 
nutrition. Moreover, they serve the Na­
tion's children-the segment of the pop­
ulation that benefits most from im­
proved nutrition. The Food Allotment 
Program operates to the benefit of low­
income consumers-the group of con­
sumers incurring the largest nutritional 
shortages. Enabling low-income con­
sumers to adjust their level and pat­
tern of food consumption to those of 
higher-income groups will reduce some 
existing nutritional shortages. In addi­
tion, the nutrition education role of the 
Program will further aid in reducing 

nutritionaJ shortages. Finally, the In­
demnity Price Program does not direct­
ly attack the nutrition problem. All 
consumers benefit from lower food 
prices. Consumers at all income levels 
experience nutritional shortages in their 
diets, but this is most prevalent among 
low-income consumers. 

In large measure, the operations of 
the above programs are to be justified 
on nutritional grounds. However, the 
resulting increases in food consumption 
should not be ignored. The programs af­
ford a partial solution to two problems: 
(1) elimination of agricultural sur­
pluses, and (2) improving nutrition. 

Chapter V. Impact of Demand Expansion Programs 
on Farm Resource Use 

THE ANALYSIS now focuses on the impact of demand expan­
sion programs on increasing farm resource use. The estimated 
changes in food consumption presented above are here converted 
into changes in farm resource use. The various programs are ap­
praised with respect to: (1) reducjng surplus agricultural re­
sources, and (2) improving farm prices and incomes. 

CONVERSION OF CHANGES 
IN FOOD CONSUMPTION 
INTO CHANGES IN FARM 

RESOURCE USE 
The methods for converting changes 

in food consumption into changes in 
farm resource use are the same as 
those used in Policies for Expanding 
the Demand for Farm Food Products 
in the United States: Part I. History 
and Potentials. The resource use meas­
ures employed are total resource use, 
acreage, and labor requirements. The 
measure of total resource requirements 

73 Wetmore et al., op. cit., p. 88. 
74 Ibid., p. 85. 
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is a farm price-weighted index of ci­
vilian food consumption at the farm 
level."' 1 

Economic theory states that, in equili­
brium, the value . . . of the marginal 
unit of production is equal to the value 
of the inputs required in the production 
of that unit. Thus, in the ideal world of 
perfect competition a measure of total 
resource use, in value terms, is the 
price (value) of the product. Although 
it is recognized that the agricultural 
economy in 1955 did not meet all the 
conditions of perfect competition, the 
approximation to such a condition is 
assumed to be sufficiently close to per­
mit measurement of relative resources 
used in terms of relative prices re­
ceived for farm products." 



The index of civilian food consump­
tion used is, in value terms, a measure 
of total resource inputs in food pro­
duction. Changes in food consumption 
are converted to changes in acreage and 
labor requirements using available crop 
yield and labor coefficients. 

CHANGES IN RESOURCE 
USE 

Changes in resource use for several 
levels of Food Allotment Program op­
eration, with assumed levels of par­
ticipation, are presented in tables 23-
25. As would be expected, the largest 
increases occur for the high level of 
program operation at all levels of par­
ticipation. With 75-percent participa­
tion, total resource use would increase 
by 5.3 percent, but at a cost of about $3 
billion. At the same level of participa­
tion, total resource use would only in­
crease 1.8 percent and 1.0 percent at 

the moderate and low levels of opera­
tion, respectively. The largest increases 
in total resource use are obtained for 
livestock and livestock products, fruits, 
and vegetables. Total resources used 
in the production of "other foods" de­
clines at all levels of achievement. 

The changes in resource use that re­
sult from price declines of 10 and 20 
percent for all foods and selected food 
groups under the Indemnity Price Pro­
gram are given in tables 26 and 27. The 
largest increase occurs for a given price 
decline of livestock and livestock pro­
ducts. A given price reduction for all 
food except "other" results in a slightly 
smaller increase in total resource use. 
Although rather sizeable increases are 
obtained from price declines of 20 per­
cent for livestock and livestock prod­
ucts, all food except "other," and all 
food, the cost of achieving these price 
reductions is also great. Costs range 
from nearly $4 billion to over $8 billion. 

Table 23. Percentage change In total farm resource, land, and farm labor requirements under 
auumed levels of Food Allotment Program operation for 90-percent 

participation, United Statea, 1955 base 

Requirements 

Total resources 
Livestock and products ___ _ 
Fruits 
Vegetables 
Other foods* 

Acreage (total) 
Feed grains 

Corn 
Other graint 

Nonanimal protein 
Harvested forage 
Pasture 
Fruits 
Vegetables 
Other foods* 

Labor (total) 
Livestock and products 

Low 

1.2 
1.1 
1.7 
2.1 

....... -.5 
1.0 
1.0 

.9 
1.1 
1.0 
1.1 

.9 
1.7 
2.2 

... -1.0 
1.1 
1.3 
1.6 Fruits 

Vegetables 
Other foods* 
Feed grains 

----···········------- .5 

Nonanimal protein 
Harvested forage 

----· ......... ~------· 
1.0 

.7 
1.1 

Levels of Program operation 

Moderate 

percent 
2.1 
2.4 
2.3 
3.4 

-1.2 
2.1 
2.4 
2.3 
2.5 
2.5 
2.3 
1.9 
2.3 
3.4 

-2.0 
2.3 
2.8 
2.6 

.9 

2.3 
2.8 
2.3 

• Includes potatoes, sweet potatoes, dry beans, peas, nuts, and food grains. 
t Includes oats, barley, wheat used for feed, rye, and sorghum grains. 
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High 

6.2 
7.2 
7.3 
6.9 

-2.9 
6.6 
6.3 
6.1 
6.7 
6.9 
7.0 
6.8 
7.3 
7.4 

-4.2 
6.2 
7.7 
7.2 
1.8 

-1.2 
6.3 
7.0 
7.0 



Table 24. Percentage change In total farm resource, land, and farm labor requirements under 
assumed levels of Food Allotment Program operation for 75-percent 

participation, United States, 1955 base 

Requirements Low 

Total resources 1.0 
Livestock and products .9 
Fruits 1.4 
Vegetables 1.6 
Other foods* -.3 

Acreage (total) .8 
Feed grains .9 

~rn ~ 
Other graint ________ 1.0 

Nonanimal protein .9 
Harvested forage .9 
Pasture .7 
Fruits 1.4 
Vegetables 1.8 
Other foods* _____________ -.9 

Labor (total) .9 
Livestock and products 1.1 
Fruits 1.0 
Vegetables .5 
Other foods* 
Feed grains _____________ _ 

Nonanimal protein 
Harvested forage 

.8 

.7 

.9 

Levels of Program operation 

Moderate 

percent 
1.8 
2.0 
2.0 
3.0 

-.9 
1.7 
1.9 
1.9 
2.1 
2.0 
1.9 
1.6 
1.9 
3.1 

-1.6 
1.8 
2.2 
2.1 

.7 
-.4 

1.9 
2.1 
1.9 

• Includes potatoes, sweet potatoes, dry beans, peas, nuts, and food grains. 
t Includes oats, barley, wheat used for feed, rye, and sorghum grains. 

High 

5.3 
6.0 
6.1 
6.4 

-2.3 
5.6 
5.8 
5.7 
5.9 
6.1 
5.9 
5.7 
6.1 
6.7 

-3.5 
5.3 
6.4 
5.9 
1.7 

-1.2 
5.7 
6.3 
5.9 

Table 25. Percentage change in total farm resource, land, and farm labor requirements under 
assumed levels of Food Allotment Program operation for SO-percent 

participation, United States, 1955 base 

Requirements 

Total resources 
Livestock and products 
Fruits 
Vegetables 
Other foods* 

Acreage (total) 
Feed grains 

Corn 
Other graint 

Nonanimal protein 
Harvested forage 
Pasture 
Fruits 

Low 

.6 

.6 

.9 
1.0 

------,2 
.5 
.6 
.5 
.6 
.6 
.6 
.5 
.9 

1.2 Vegetables 
Other foods* ------------- -.5 

Labor (total) 
Livestock and products ..... 
Fruits 
Vegetables 
Other foods* 
Feed grains 
Nonanimal protein 

.6 

.7 

.8 

.2 

Harvested forage __________ _ 

.5 

.7 

.6 

Levels of Program operation 

Moderate 

percent 
1.2 
1.4 
1.3 
2.1 

-.7 
1.2 
1.3 
1.3 
1.4 
1.4 
1.3 
1.1 
1.4 
2.0 

-1.2 
1.3 
1.6 
1.3 

.5 

1.3 
1.4 
1.2 

• Includes potatoes, sweet potatoes, dry beans, peas, nuts, and food grains. 
t Includes oats, barley, wheat used for feed, rye, and sorghum grains. 

High 

3.5 
4.0 
4.0 
3.9 

-1.6 
3.8 
3.8 
3.8 
4.0 
4.0 
3.9 
3.8 
4.0 
4.1 

-2.0 
3.6 
4.3 
4.1 
1.0 

3.8 
4.2 
3.9 



Table 26. Percentage changes in total farm resource, land, and farm labor requirements under 
assumed food price changes, United States, 1955 base 

Changes in resource requirements for a price decline 
of 10 percent for: 

Measure of resource use 

Total resources 
Livestock and products . 
Fruits 
Vegetables 
Other foods* 

Acreage (total) 
Feed grains . 

Corn 
Other graint . 

Nonanimal protein 
Harvested forage _____ _ 
Pasture 
Fruits 
Vegetables .......... ···········-·-··-----
Other foods* 

Labor (total) 
Livestock and products 
Fruits 
Vegetables 
Other foods* 
Feed grains 
Nonanimal protein 
Harvested forage 

All 
food 

2.4 
2.5 
4.7 
2.0 
0.0 
2.9 
2.7 
2.7 
2.5 
2.5 
2.5 
2.9 
4.7 
1.9 
0.0 
2.5 
4.1 
4.7 
1.9 
0.0 
2.7 
2.8 
2.5 

Meat, 
fruits, 

vegetables 

1.7 
1.5 
5.5 
3.2 

-0.7 
2.2 
2.0 
3.2 
1.0 
1.4 
1.1 
3.9 
5.3 
3.2 

-0.7 
0.7 

-0.6 
5.4 
2.8 
0.0 
2.7 
1.4 
1.1 

Meat 

percent 
1.8 
2.7 

-3.5 
-2.3 
-0.6 

3.5 
3.4 
4.4 
1.9 
2.5 
2.2 
5.4 

-3.4 
-2.3 
-0.5 

0.9 
1.1 

-3.4 
-2.2 

0.0 
3.9 
2.8 
2.2 

Livestock 
and livestock 

products 

2.6 
3.9 

-3.5 
-3.4 
-0.9 

3.7 
4.1 
4.3 
3.7 
3.8 
3.9 
4.6 

-3.4 
-3.3 
-0.8 

2.8 
6.3 

-3.4 
-2.8 

0.0 
4.2 
3.5 
3.9 

• Includes potatoes, sweet potatoes, dry beans, peas, nuts, and food grains. 
t Includes oats, barley, wheat used for feed, rye, and sorghum grains. 

All food 
except 
"other" 

2.6 
2.9 
5.1 
2.6 

-1.0 
2.7 
3.0 
3.1 
2.8 
2.9 
2.8 
3.2 
5.1 
2.1 

-1.0 
2.7 
4.7 
5.2 , 
1.9 
0.0 
3.1 
2.8 
2.8 

Table 27, Percentage changes in total farm resource, land, and farm labor requirements under 
assumed food price changes, United States, 1955 base 

Measure of resource use 

Total resources 
Livestock and products 
Fruits 
Vegetables 
Other foods* 

Acreage (total) 
Feed grains 

Corn 
Other graint 

Nonanimal protein 
Harvested forage 
Pasture 
Fruits 
Vegetables 
Other foods* 

Labor (total) 
Livestock and products 
Fruits 
Vegetables 
Other foods* 
Feed grains 
Nonanimal protein 
Harvested forage 

Changes in resource requirements for a price decline 
of 20 percent for: 

All 
food 

5.2 
5.5 

........ 10.4 
4.0 
0.0 
5.4 
5.8 
6.1 
5.3 
5.5 
5.4 
6.4 

10.3 
4.1 
0.0 
5.2 
8.9 

10.3 
4.1 
0.0 
5.9 
5.6 
5.4 

Meat, 
fruits, 

vegetables 

3.8 
3.7 

11.0 
7.1 

-1.6 
5.1 
5.3 
7.2 
2.4 
3.4 
2.6 
8.8 

11.1 
6.9 

-1.6 
1.7 

-0.7 
10.9 

6.9 
0.0 
6.3 
3.5 
2.6 

Meat 

percent 
4.0 
6.1 

-7.2 
-5.2 
-1.2 

7.4 
7.8 

10.0 
4.5 
5.7 
5.0 

11.9 
-7.1 
-4.8 
-1.l 

2.2 
2.7 

-7.0 
-4.7 

0.0 
8.9 
5.6 
4.9 

Livestock 
and livestock 

products 

5.9 
8.7 

-7.1 
-7.4 
-1.9 

8.2 
9.1 
9.7 
8.2 
8.5 
8.5 

10.2 
-7.1 
-6.9 
-1.8 

6.3 
13.7 

-7.0 
-6.9 

0.0 
9.3 
8.4 
8.5 

All food 
except 
"other" 

5.7 
6.3 

11.l 
5.1 

-2.3 
5.9 
6.5 
6.8 
6.1 
6.3 
6.1 
7.1 

11.l 
4.6 

-2.2 
5.9 

10.3 
10.9 

4.7 
-0.1 

6.8 
6.3 
6.2 

• Includes potatoes, sweet potatoes, dry beans, peas, nuts, and food grains. 
t Includes oats, barley, wheat used for feed, rye, and sorghum grains. 



Changes in resource use that result 
from expanded operation of the School 
Lunch and Special Milk Programs are 
very small (see table 28). Moreover, 
these do not represent a net increase in 
resource use because the food consump­
tion potentials do not represent net in­
creases. Expanded operations of these 
two Programs contribute little to elim­
inating surplus resources in agriculture. 

THE MAGNITUDE OF THE 
SURPLUS 

Total surplus resources employed in 
agriculture expressed as a percent of 
total resources in agriculture are esti­
mated at 6 percent.'" This estimate is 
based on total resources used in both 
food and nonfood production. Food sur­
pluses compose about 75 percent of to­
tal surpluses.'• If the total surplus in ag­
riculture is to be eliminated by in­
creased food consumption, an 8-percent 
increase is required in the use of re­
sources used in the production of food 
for domestic civilian consumption. It is 
assumed that agricultural resources are 
sufficiently mobile to allow for produc­
tion adjustments in response to food 
consumption changes. These changes 
would result from operations of demand 
expansion programs. That is, shifts in 
resource use are required from the pro­
duction of some foods to the production 
of other foods and from the production 
of nonfood commodities to the produc­
tion of food commodities. 

The immobility of many resources 
employed in agriculture is well recog­
nized. This immobility is particularly 
noteworthy if interregional resource 
shifts are required (e.g., land). There­
fore, part of the increased output of 
some food commodities could result 
from use of new agricultural resources 
rather than a shift in the use pattern 

76 Wetmore et al., op. cit., p. 99. 

of existing resources. This would lessen 
the effectiveness of demand expansion 
activities in reducing the total surplus 

Table 28. Percentage change In total farm re­
source, land, and farm labor requirements 
under assumed expansion in the National 
School Lunch and Special Milk Program, 
United States, 1957 

Measure of resource use 

Total resources . 
Livestock and products .. 
Fruits 
Vegetables 
Other foods* 

Acreage (total) 
Feed grains 

Corn 
Other graint . 

Nonanimal protein 
Harvested forage 
Pasture 
Fruits 
Vegetables 
Other foods* 

Labor (total) 

National 
School 
Lunch 

Program 

Special 
Milk 

Program 

percent 
0.5 0.8 
0.5 0.8 
0.4 
0.4 
0.4 
0.4 0.5 
0.4 0.4 
0.3 0.4 
0.5 0.4 
0.5 0.3 
0.8 0.8 
0.4 0.3 
0.5 0.5 
0.4 0.4 
0.8 0.4 
0.6 0.9 

Livestock and products .. 0.8 0.9 
Fruits 0.8 
Vegetables 0.1 
Other foods* 0.8 
Feed grains 0.4 0.4 
Nonanimal protein 0.7 
Harvested forage 0.8 0.8 

• Includes potatoes, sweet potatoes, dry beans, 
peas, nuts, and food grains. 

t Includes oats, barley, wheat used for feed, 
rye, and sorghum grains. 

problem. Moreover, consumption of 
some foods declines as a result of pro­
gram operations. Thus, the resource 
surplus in these commodities would be 
intensified if they could not or were not 
shifted into the production of wanted 
foods. Although the resource immobili­
ty problem is reduced over time, fric­
tions in adjusting resource use patterns 
and the possibility of additional re­
sources being used in food production 
should be recognized. 

76 .James T. Bonnen and William A. Cromarty, "Structure of Agriculture," Agricultural 
Adjustment Problems in a Growing Economy, E. 0. Heady, ed. (Ames: Iowa State College 
Press, 1958), p. 125. 
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A COMPARISON OF 
PROGRAMS 

In comparing demand expansion pro­
grams-particularly the Food Allotment 
Program and the Indemnity Price Pro­
gram-the costs of obtaining a given 
increase in farm resource use are im­
portant. None of the proposed programs 
will completely eliminate surplus re­
sources in agriculture at tolerable levels 
of operation. Nevertheless, it is of in­
terest to determine which programs 
are most efficient; that is, which result 
in the largest increases in farm re­
source use per dollar of program ex­
penditure. There are aspects of the 

programs other than elimination of sur­
pluses that also should be considered 
(e.g., effect on nutrition). In this chap­
ter, however, attention centers on in­
creasing farm resource use. 

The costs of achieving a I-percent in­
crease in resource use under different 
levels of operation and price reductions 
for the Food Allotment and Indemnity 
Price Programs are presented in tables 
29-30. 

Attainment of a I-percent increase in 
total farm resource use under the Food 
Allotment Program, operating with 75-
percent participation, costs from $537 
million to $786 million. Under the In­
demnity Price Program, reducing the 

Table 29. Efficiency of the Food Allotment Program in increasing total farm resource use, 
United States, 1955 

Cost 
Percent per 1-percent 

Level of Program operation Total program change in total change in total 
and participation cost resource use resource use 

million dollars percent million dollars 
High level of operation 

90-percent participation 3,558 6.2 574 
75-percent participation 2,964 5.3 559 
50-percent participation 1,977 3.5 565 

Moderate level of operation 
90-percent participation 1,696 2.1 808 
75-percent participation 1,414 1.8 786 
50-percent participation 942 1.2 785 

Low level of operation 
90-percent participation 645 1.2 538 
75-percent participation 537 1.0 537 
50-percent participation 358 .6 597 

Table 30. Efficiency of price declines of all food and various food groups in increasing total 
farm resource use under the Indemnity Price Program, United States, 1955 

Cost 
Percent per 1-percent 

Total program change in total change in total 
Price declines cost resource use resource use 

million dollars percent million dollars 
Of 10 percent for: 

All food 4,362 2.4 1,818 
Meat, fruits, and vegetables _______ _ 1,954 1.7 1,149 
Meat 939 1.8 522 
All livestock and products ________ _ 1,950 2.6 750 
All food except "other" 3,011 2.6 1,158 

Of 20 percent for: 
All food ............. . 8,735 5.2 1,680 
Meat, fruits, and vegetables 3,998 3.8 1,052 
Meat 1,974 4.0 494 
All livestock and products ________ _ 3,906 5.9 662 
All food except "other"· 6,323 5.7 1,109 
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price of meats results in the largest in­
crease in total resource use per dollar 
of expenditure. On the other hand, re­
ducing the price of all food costs the 
most to achieve the !-percent increase. 
The Food Allotment Program operat­
ing at the high and low levels and a 
price reduction of 10 and 20 percent for 
meat compares favorably on a cost 
basis. Also, the moderate level of op­
eration under the Food Allotment Pro­
gram and 10- and 20-percent price de­
clines for livestock and livestock prod­
ucts achieve a !-percent increase in to­
tal resource use at about the same cost 
level. Price declines other than the 
above cost much more than the Food 
Allotment Program in achieving this 1-
percent increase. 

The potential changes in farm re­
source use that result from expanded 
operation of the School Lunch and the 
Special Milk Programs do not represent 
net increases in resource use. There­
fore, the cost of obtaining a I-percent 
increase in resource use via these pro­
grams has little meaning. 

IMPACT OF DEMAND EX­
PANSION PROGRAMS ON 

FARM PRICES AND 
INCOMES 

Operation of the Food Allotment and 
Indemnity Price Programs will in­
crease the demand for farm food prod­
ucts and farm incomes. However, far­
mers would not receive the full value 
of the food subsidy granted to partici­
pants under either program. The value 
of the subsidies is based on retail levels 
of food consumption. The value of mar­
keting and processing services (i.e., 
marketing margins) has to be sub­
tracted from the value of increased re­
tail food consumption to obtain the in-

creased value of consumption at the 
farm level. The increased value of con­
sumption at the farm level represents 
an increase in gross farm income. In the 
short run, where food supplies are rela­
tively fixed, the food subsidies granted 
to consumers would be reflected in in­
creased prices (see Chapter III). In the 
longer run, as supplies respond to high­
er prices, prices would fall toward pre­
program levels. But, farmers can sell 
more at the same price. 

Not all producers benefit equally 
from the Programs. The demand for 
some foods actually declines. For exam­
ple, at all levels of achievement of the 
Food Allotment Program, the quantity 
of food purchased increases for all food 
groups except dry beans, peas, lentils, 
and grain products. Quantities pur­
chased of the latter food groups decline 
(see tables 5-7 in Chapter IV). Simi­
larly, changes in food consumption (in­
creases or decreases) vary with the 
price reduction achieved under the In­
demnity Price Program. A price reduc­
tion for all meats results in increased 
meat consumption but decreased con­
sumption of all other food groups. 

The longer run impact of the Food 
Allotment and Indemnity Price Pro­
grams on gross farm incomes is esti­
mated from the direct program cost 
data presented in Chapter IV (see ta­
bles 31 and 32). Knowledge about the 
magnitude of farm-retail price spreads 
enables the derivation of these esti­
mates. In recent years the farmers' 
share of retail food costs has been 
about 40 percent.77 Increases in gross 
farm incomes that result from the Food 
Allotment and Indemnity Price Pro­
grams would be about 40 percent of di­
rect program costs. For example, direct 
costs of the Food Allotment Program 
operating at the high level with 75-per­
cent participation would be $2,906 mil­
lion. Farmers, in turn, would receive 
about $1,162 million. This amount rep-

"'Developments in Marketing Spreads for Agricultural Products in 1959, Marketing Eco­
nomics Research Division, AMS, USDA, May 1960. 
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Table 31. Estimated Increase• In farm incomes resulting from operation of the Food Allotment 
Program for aeveral levels under assumed levels of participation, Unlied States, 1955 

Level of participation 

90 percent 
75 percent 
50 percent 

Assumed levels of program operation 

High Moderate Low 

million dollars 
1,395.2 665.2 252.8 
1,162.4 554.4 210.4 

775.2 369.6 140.4 

Table 32. Estimated Increase• In farm Incomes reaultlng from selected price declines of 10 and 
20 percent under the Indemnliy Price Program, United States, 1955 

Commodity 

All food 
Meat, fruits, vegetables 
Meat 
All livestock and products 
All food except "other" 

resents the farmers' share of increased 
consumer expenditures for food.'8 

The estimated increases in gross 
farm incomes given in tables 31 and 32 
result from the sale of food through 
commercial marketing channels. If ex­
penditures on other government price­
income support were reduced because 
of these programs, a substitution be­
tween governmental expenditures in 
agriculture would take place and total 
gross farm income would not increase. 
Improvements in farm food prices that 
result from the operation of either de­
mand expansion program would lead 
to reduced government price-income 
support operation. Therefore, it is dif­
ficult to estimate the net effect of op­
eration on increasing gross farm in­
come. 

Estimates of the impact of expanded 
operation of the National School Lunch 
and Special Milk Programs on farm 
prices and incomes are not obtainable 
because of the lack of information 

Changes in farm incomes resulting 
from price declines of: 

10 percent 

1,661.6 
864.0 
515.2 
844.4 

1,183.6 

20 percent 

million dollars 
3,327.6 
1,777.2 
1,084.4 
1,704.8 
2,488.4 

about resulting net increases in food 
consumption. However, even the esti­
mated gross changes in food consump­
tion indicate these programs would 
have a very small influence on farm 
prices and incomes. 

CONCLUSIONS 
The costs of obtaining sizeable in­

creases in resource use, relative to the 
surplus problem, are high. Moreover, 
only about 40 percent of program ex­
penditures represent increases in gross 
farm income. 

Demand expansion programs cannot 
be justified on grounds that they will 
eliminate surplus resources in agricul­
ture. Additional support for these pro­
grams must be based on nutritional 
grounds. Therefore, the joint criteria 
of improved nutrition and increased 
farm resource use must be used in se­
lecting the "best" program and its level 
of operation. 

78 In the short run, the supply function for agricultural commodities may be highly in­
elastic. With a highly inelastic demand for food, a small increase in total demand would cause 
prices to rise substantially. And, the income gains to farmers could exceed the amount of the 
government subsidy. 
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Chapter VI. Demand Expansion in Perspective 

THE ECONOMIC aspects of demand expansion programs have 
been analyzed. It is evident that the programs presented will not 
completely eliminate surplus resources in United States agricul­
ture, even at high levels of program operations and expenditures. 
These results temper the vigor with which the demand expan­
sion approach might be pursued to achieve some consumption 
goal. However, these programs should be of interest to agricul­
ture. To the extent that the programs increase demand for farm 
food products, greater resource use in agriculture is obtained. 
The programs offer a partial solution to the general overcapacity 
problem in United States agriculture. Until more effective pro­
grams are devised and implemented, partial solutions should not 
be ignored. In addition, their effects on nutrition must be con­
sidered. The remaining task is to place the economic facts in a 
social and political setting. This will provide a comprehensive 
evaluation of the programs, so that statements concerning their 
acceptability can be made. 

THE GOALS OF DEMAND 
EXPANSION 

If the programs are to receive social 
and political acceptance, they must 
achieve the goal or goals for which 
they were conceived. It is misleading 
and probably impossible to sell a pro­
gram to the public and Congress on 
nutritional grounds that only remotely 
focuses on the problem of nutritional 
shortages. Consumers, as consumers, 
might have no preference between a 
Food Allotment Program which sub­
sidizes food consumption of low-in­
come consumers (the group suffering 
most from nutritional shortages) and 
an Indemnity Price Program which 
subsidizes food consumption of all con­
sumers. However, these same consum­
ers, as taxpayers, and their representa­
tives in the Congress, might approve of 
the former but strongly object to the 
latter program, because of their dif­
ferent focuses on nutritional shortages 
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-the food consumption goal of demand 
expansion efforts. 

Approval of a program on the basis 
that it will achieve, to some degree, the 
desired goal is one thing. How much 
is to be spent on such a program is 
quite another thing. The term "reason­
able levels of program expenditures" 
has been alluded to earlier but needs 
to be given a more definitive meaning. 
In large measure, reasonableness of 
costs of public programs is conditional 
upon how serious the public considers 
the problems and how effective the 
proposed solution is. 

Improved Nutrition 

There are many food consumption 
goals. However, the goal of improved 
nutrition ranks above all others. This 
point has been discussed earlier in con­
nection with the National School Lunch 
and Special Milk Programs and the 
proposed Food Allotment Plan of 
1944-45. The analysis of the presented 



demand expansion programs centers 
upon this consumption goal. 

There are not widespread or even 
sizeable pockets of starvation in the 
United States. However, optimum nu­
trition has not been achieved; nutri­
tional shortages are present on a large 
scale. 70 It is difficult to evaluate the 
magnitude of these shortages because 
detailed information about nutrient in­
take is not available. The 1955 House­
hold Food Consumption Survey gives 
data on the number of households that 
receive less than the recommended 
quantities of various nutrients. How­
ever, there is available information on 
how far short these households fall of 
the desired nutritional goals. They may 
fall short of the recommended nutri­
ent levels by one-half of 1 percent or 
by 50 percent. Moreover, the recom­
mended nutritional allowances used in 
computing nutritional adequacy include 
wide margins of safety. Consequently, 
falling short does not automatically im­
ply that individuals are not consuming 
necessary levels of nutrients (i.e., levels 
that would not result in any nutritional 
ill effects). However, available data in­
dicate that a larger proportion of low­
income persons incur nutritional short­
ages than higher-income persons. 

An adequate objective measure of 
nutritional shortages is not available. 
Instead, the end results of improper nu­
trition have to be examined and used 
as a guide to evaluate the problem. 
To date, some degree of magnitude of 
the nutrition problem has been recog­
nized. It was recognized in the pro­
posed Food Allotment Plan of 1944-45 
and in the National School Lunch and 
Special Milk Programs. The questions 
to be answered are how serious is the 
problem of nutritional shortages and 
what levels of public expenditures are 
consistent with it. 

The people of the United States have 
one of the most expensive and varied 
average national diets the world has 
ever known. It does not follow, how­
ever, that it is the most healthful or 
that all families conform to the av­
erage.'0 " ... it seems safe to say that 
deprivation of any one of most of the 
known essential nutrients would tend 
to reduce the resistance of the human 
body to infections of many sorts-in­
fections not themselves originating in 
the lack of an essential nutrient, but 
whose opportunity to damage and over­
whelm the human body is enhanced by 
absence of the nutrient."81 These nutri­
tional shortages may not be of an acute 
type but mild and unsuspected. Over 
time, however, they take their toll and 
their effects become visible. 

The problem of nutritional short­
ages is not one of emergency propor­
tions. It does not require immediate 
and drastic action. Action has been tak­
en in the past and future efforts will 
undoubtedly be put forth. Compared 
to the many problems faced by the 
United States and their assessed im­
portance, nutritional shortages ranks 
well down the priority scale in atten­
tion received and funds expended. 

Increased Farm Resource Used 

The demand expansion approach 
would contribute to the reduction of 
the surplus problem. Greater utilization 
of resources in agriculture would result 
from the operation of the presented de­
mand expansion programs. The result­
ing increased food consumption would, 
in general, be directed toward high­
resource-using commodities such as 
livestock and livestock products, fruits, 
and vegetables. Increased demand for 
livestock and livestock products would, 
in turn, increase the demand for feed 

w Agnes Fay Morgan and Lura M. Odland, "The Nutriture of_ P~ople," Food, The Yearbook 
of Agriculture, 1959 (Washington: United States Government Prmtmg Office, 1959), p. 187. 

80 M. K. Bennett, The World's Food (New York: Harper and Brothers, 1954), pp. 65-66. 
81 Ibid., p. 95. 
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grains. And, feed grains are in surplus. 
On the other hand, these same pro­
grams would either have no effect or 
a negative effect on the demand for 
food grains. Although all commodities 
would not benefit equally from the 
operation of demand expansion pro­
grams, increased total resource use can 
be effected and this is beneficial to 
agriculture as a whole. 

ACCEPTABLE LEVELS OF 
DEMAND EXP ANSI ON 

OPERATIONS 
A lower limit can be set for demand 

expansion program expenditures. This 
lower limit is the level of current an­
nual expenditures, $175 million, on ex­
isting programs-the National School 
Lunch and Special Milk Programs.82 Of 
the $175 million spent in recent years, 
$100 million went to the School Lunch 
Program. An additional amount of 
about $200 million was spent annually 
under the Direct Distribution Program."' 
Although the latter program does not 
meet the definition of demand expan­
sion used in this analysis, it does repre­
sent subsidies to food consumption. 
Thus, total Government expenditures 
on demand expansion and food subsidy 
programs amounted to about $375 mil­
lion yearly. This total expenditure does 
not allow for new programs or the ex­
pansion of existing ones. The question 
is what amount of additional expendi­
tures is reasonable? 

Upper limits have to be set on the 
levels of expenditures on demand ex­
pansion programs. As a starting point, 
the proposed programs should be oper­
ated and administered by the United 
States Department of Agriculture. Con­
sidering the Department's numerous 

and varied activities, it appears unrea­
sonable 'that a program would be ap­
proved which required expenditures 
equal to or greater than the current 
Department's budget. In recent years 
the USDA has had appropriations of 
about $5 billion.84 Therefore, expendi­
tures on demand expansion programs 
approaching $5 billion would not be 
politically possible. 

It is difficult to determine the maxi­
mum level of expenditures on demand 
expansion programs that would be ac­
ceptable to the Congress. It is the au­
thors' judgment that about $1 billion 
represents this maximum level. This 
figure includes the $175 million cur­
rently alloted to the National School 
Lunch and Special Milk Programs and 
the $200 million annual expenditure on 
the Direct Distribution Program, as well 
as expenditures on new programs or 
expansion of existing programs. How­
ever, many of the functions of the 
Direct Distribution Program might be 
absorbed by new programs. The funds 
spent on the Direct Distribution Pro­
gram could then be allocated to the 
new programs. 

In terms of effectiveness in obtaining 
the improved nutrition goal, the pro­
grams presented in this analysis can be 
ranked in the following order: (1) The 
National School Lunch and Special 
Milk Programs; (2) The Food Allotment 
Program; and (3) The Indemnity Price 
Program. 

The National School Lunch and Spe­
cial Milk Programs concentrate on 
children-the group most adversely af­
fected by nutritional shortages. To the 
extent that children participate in these 
programs, they receive nutritionally 
adequate meals. Moreover, children are 
made aware of the benefits of good 
nutrition and exposed to a variety of 

82 The Budget of the United States for the Fiscal Year Ending June 30, 1959 (Washington: 
United States Government Printing Office, 1958), pp, 324-339. 

83 Selected Statistics on Operation of Food Distribution Programs, Fiscal Years 1958 and 
1959, AMS, USDA, p. L 

84 Department of Agriculture Appropriations for 1961, Hearings before the subcommittee 
of the Committee on Appropriations, House of Representatives, 86th Congress, Second Session 
(Washington: United States Government Printing Office, 1960), pp. 2-3. 
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foods. Their food tastes and preferences 
are thereby influenced. Of all the pro­
grams presented, the National School 
Lunch and Special Milk Programs have 
the greatest effect on insuring good 
nutrition because they guarantee nu­
tritional adequacy of meals served to 
the segment of the population that suf­
fers most from nutritional shortages. 

The Food Allotment Program more 
directly assails the nutrition problem 
than the Indemnity Price Program. 
Whereas the Indemnity Price Program 
gives food price reductions to all con­
sumers, the Food Allotment Program 
concentrates the food subsidy at low­
income levels where nutritional short­
ages are most intense. In addition, the 
Food Allotment Program, is generally 
more efficient in obtaining a I-percent 
increase in farm resource use at lower 
costs than the Indemnity Price Program. 

An expansion of the National School 
Lunch and Special Milk Programs could 
raise the level of Federal expenditures 
to a maximum of $268 million. If all 
schools not now participating in these 
programs participated, the increased 
Federal contributions would be $60 
million to the National School Lunch 
Program and $33 million to the Special 
Milk Program."" A total expenditure of 
$268 million would cover virtually all 
the Nation's children of precollege age 
enrolled in public schools. This figure 
is undoubtedly an overestimate, because 
all school children would not partici­
pate in the Programs. 

Operation of the Fooci Allotment Pro­
gram at the low level, assuming a 75-
percent level of participation, would 
cost about $550 million. About 10 per­
cent of the total United States popula­
tion would be involved. At the moderate 
level of program operation, for the same 
level of participation, total program 
costs would be approximately $1,500 
million and involve about 15 percent of 
the total United States population. 
However, since a maximum of about 

$1 billion is set for total demand ex­
pansion expenditures, the moderate 
level of operation would not be within 
the realm of possibility. Together, the 
Food Allotment Program, operating at 
the moderate level, and the National 
School Lunch and Special Milk Pro­
grams would well exceed the $1 billion 
maximum. This level would not be 
surpassed if the Food Allotment Pro­
gram operated at the low level. 

The Indemnity Price Program is the 
least desirable for achieving the objec­
tives of demand expansion. Of all the 
food price declines examined, only a 
IO-percent reduction in the price of 
meat would result in an acceptable 
level of expenditures-slightly over 
$900 million. All other price declines 
exceed the maximum expenditure level 
assumed. 

The increases in farm resource use 
resulting from increased expenditures 
on demand expansion programs are now 
presented. Expansion of the National 
School Lunch Program and operation of 
the Food Allotment Program at the 60-
percent level of achievement, assuming 
75-percent participation, results in a 
maximum possible increase in total 
farm resource use of 2.3 percent--1.3 
percent would come from the former 
program and 1.0 percent from the latter. 
The maximum total cost of achieving 
this increase is slightly under $650 mil­
lion. When the current level of expendi­
tures on the National School Lunch and 
Special Milk Programs are included, 
the total cost of demand expansion ef­
forts is about $825 million. 

The combination of expanded opera­
tion of the two nutrition programs and 
a IO-percent decline in the price of 
meats results in an increase in total 
resource use of 3.1 percent at a cost of 
about $1,000 million. When current ex­
penditures on the two nutrition pro­
grams are included, totals costs are 
about $1,175 million. The combination 
of expenditures on the National School 

""Federal contributions to these programs are based on the percent of current program 
expenditures coming from the Federal Government. 
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Lunch and Special Milk Programs and 
either level of operation of the Food 
Allotment Program or the Indemnity 
Price Program other than those men­
tioned above result in increased total 
costs of more than $1 billion. In fact, 
the next lowest cost level is about $2 
billion-an amount that far exceeds the 
maximum acceptable expenditure level 
decided upon in this analysis. 

GENERAL CONCLUSIONS 
Demand expansion programs provide 

a means for partially eliminating sur­
plus agricultural production. Total food 
consumption is highly price and in­
come inelastic. Large changes in food 
prices or consumers' incomes are needed 
to achieve a small increase in total food 
consumption. At best, reasonable levels 
of expenditures on the demand expan­
sion approach would reduce the agri­
cultural surplus by about one-fourth to 
one-third. The former estimate is pos­
sibly the most realistic. 

The goal of improved nutrition dic­
tates a preference ordering of the pro­
grams presented in this analysis. Within 
the imposed cost restrictions, the pro­
grams that most effectively attack the 
problem of nutritional shortages are 
most desirable. Consequently, the Na­
tional School Lunch and Special Milk 
Programs have top priority. These pro-

grams directly attack the problem of 
nutritional shortages. Moreover, they 
operate for the benefit of the group 
most sensitive to the ill effects of nu­
tritional shortages (i.e., the Nation's 
children of elementary and secondary 
school age). 

Next in order of preference is the 
Food Allotment Program. It, too, is di­
rected at a segment of population ex­
hibiting the highest incidence of nutri­
tional shortages; namely, low-income 
consumers. It does not attack the nu­
trition problem as directly as the Na­
tional School Lunch or Special Milk 
Programs because income is not the 
only restraint to good nutrition. 

Finally, the Indemnity Price Program 
is the least preferred of the programs 
presented. It does not directly come to 
grips with the problem of nutrition. It 
operates for the benefit of all consumers 
rather than for those with the largest 
incidence of nutritional shortages. 

The people of the United States are, 
in general, well fed. Improving con­
sumer diets will not result in major or 
even moderate increases in food con­
sumption. The extent to which demand 
expansion efforts can reduce the agri­
cultural surplus depends in large meas­
ure on how seriously the public views 
the problem of nutritional shortages 
and the amount it is willing to spend to 
remedy this problem through increased 
food consumption. 

Appendix 

The tables presented below contain 
a detailed breakdown of food consump­
tion data relating to the Food Allotment 
Program. Figures 1-4 present per capita 
expense of food purchased by per capita 
incomes and as a percent of per capita 
incomes for each region-urbanization. 
Data on the percentage changes in 
quantity of food purchased of all food 
and various food groups for different 
levels of Program operation and region-
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urbanizations, assuming full participa­
tion, are given in tables 1-3. Similar 
data on percentage changes in expense 
of quantity purchased are given in 
tables 4-6. Change in total United States 
quantity purchased and expense of 
quantity purchased for all food and 
various food groups expressed in mil­
lions of pounds and millions of dollars, 
for alternative levels of program opera­
tion and participation, are presented in 



tables 7-14. Changes in quantity pur­
chased and expense of quantity pur­
chased for all food and various food 
groups, expressed in millions of pounds 

Dollars 

600 

500 
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200 

100 

0 
250 500 750 

and millions of dollars, for alternative 
levels of operation and region-urbaniza­
tions, assuming full participation in the 
Program, are presented in tables 15-20. 
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North nonlarm, United Stales, 1955 
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FIG. I. Per capita expense of food purchased as a percent of per capita incomes, 
North nonfarm, United States, 1955 
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FIG. 2. Per capita expense of food purchased as a percent of per capita incomes, 
North farm, United States, 1955 
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FIG. 3. Per capita expense of food purchased as a percent of per capita incomes, 
South nonfarm, United States, 1955 
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FIG. 4. Per capita expense of food purchased as a percent of per capita incomes, 
South farm, United States, 1955 
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Table 1. Percentage change in total United States quantity purchased of various foods and 
food groups a1 the high level of operation of the Food Allotment Program by 

region-urbanizations, United States, 1955 

Percentage change in total U. S. quantity 
purchased 

Food group 

All food 
Milk and milk products 

Milk 
Cream and ice cream 
Cheese 

Meat, fish, poultry 
Bacon, salt pork 

Major meats 
Beef 
Pork 
Fish 
Total poultry 

North 
nonfarm 

1.2 
1.0 
.3 

3.9 
.3 

1.6 
.3 

1.7 
2.2 
1.0 
1.1 
2.9 

Other meat 
Eggs 

---------- -.3 

Dry beans 
Nuts 

1.4 
3.0 
1.2 

.9 Vegetables 
Potatoes -------------- -.4 
Sweet potatoes 
Dark green and yellow 
Other green 
Tomatoes 
Other vegetables 

Citrus fruits 
Dried fruit 
Other fruit 
Grain products 
Fa ts and oils 

Butter 
Margarine 
Other fats and oils -------­

Sugar and sweets 

3.0 
1.2 
1.0 
1.6 
2.1 
1.9 
2.4 
2.7 

...... -.6 
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1.0 
4.0 
2.2 
1.2 

.5 

North 
farm 

.3 

.5 

.5 
2.6 

.7 
-.8 

.6 
-.2 

.3 
4.2 

.9 
-.2 

.3 
-.9 
-.1 

.3 

-.8 
.5 
.4 
.7 
.3 
.2 
.5 
.1 

-.3 
.4 
.7 

-.6 
.4 
.1 

South 
nonfarm 

percent 
3.5 
5.0 
5.1 
8.8 
2.7 
5.5 

-.2 
5.3 
5.3 
4.3 
4.9 
7.5 
2.1 
5.3 

-11.9 
3.4 
3.5 
1.2 

11.2 
2.3 
4.5 
4.8 
5.9 
5.6 

-.7 
4.2 

-3.2 
2.0 
1.6 
4.1 
1.3 

.6 

South 
farm 

.9 
1.3 
1.2 
1.3 
1.9 

.9 

.9 

.8 

.8 
1.0 

-.3 
.7 

1.9 
.8 

-.8 
2.9 
1.1 

.9 

.9 

.5 
1.1 
1.8 
1.3 
1.6 
5.1 

.7 
-.7 

.7 
.3 

1.4 
.2 

1.3 

U.S. 

5.8 
7.8 
'1.1 

lb.ti 
4.9 
8.7 

.2 
8.4 
8.1 
6.6 
9.9 

12.0 
3.5 
7.8 

-17.5 
7.4 
5.8 
1.7 

11.6 
4.5 
7.0 
8.9 
9.6 
9.3 
7.3 
7.7 

-4.8 
4.1 
6.6 
2.7 
3.1 
2.5 



Table 2. Percentage change In total United States quantity purchased of various foods and 
food groups at the moderate !eve! of operation of the Food Allotment Program by 

reglon-urhanlzatlom, United States, 1955 

Percentage change in total U. 
purchased 

s. quantity 

North North South South 
Food group nonfarm farm nonfarm farm U.S. 

percent 
All food .2 .3 1.5 .5 2.5 
Mille and milk products .7 .5 2.2 1.1 4.5 

Mille .3 .5 2.1 .9 3.8 
Cream and ice cream .7 2.6 1.8 1.7 6.8 
Cheese -.2 2.0 1.3 3.1 

Meat, fish, poultry .3 .7 1.4 .1 2.5 
Bacon, salt pork .. -.3 -.8 1.5 .9 1.3 

Major meats .6 1.6 .2 2.4 
Beef .2 -.2 1.9 .1 2.0 
Pork .3 .3 1.4 .3 2.3 
Fish .1 4.2 .2 -1.1 3.4 
Total poultry .9 1.9 .8 3.6 

Other meat 1.6 -.2 1.4 
Eggs -.6 .3 2.7 .6 3.0 
Dry beans .1 -.9 -4.6 -2.5 -7.9 
Nuts 1.5 -.1 2.5 1.6 5.5 
Vegetables .3 1.7 1.2 3.2 

Potatoes .2 .5 .8 1.5 
Sweet potatoes 1.8 -.8 5.3 1.7 4.4 
Dark green and yellow -.6 .5 2.6 .9 3.4 
Other green -.7 .4 2.4 1.4 3.5 
Tomatoes .8 .7 1.9 2.0 5.4 
Other vegetables .3 .3 2.2 1.3 4.1 

Citrus fruits -.6 .2 1.4 1.3 2.3 
Dried fruit -.2 .5 .7 1.8 2.8 
Other fruit .1 .1 1.7 .8 2.7 
Grain products -.4 -.3 -.9 -.7 -2.3 
Fats and oils -.2 .4 1.0 .3 1.5 

Butter 1.5 .7 .2 .5 -.1 
Margarine -.5 -.6 3.6 1.8 4.3 
Other fats and oils .4 .4 .3 -.4 .7 

Sugar and sweets -.2 .1 2.8 1.0 3.7 
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Table 3. Percentage change in total United States quantity purchased of various foods and 
food groups at the low level of operation of the Food Allotment Program by 

region-urbanlzatlom, United States, 1955 

Percentage change in total U. 
purchased 

s. quantity 

North North South South 
Food group nonfarm farm nonfarm farm U.S. 

percent 
All food .2 .1 .5 .5 1.3 
Milk and milk products .7 .2 .5 1.1 2.5 

Milk .3 .2 .6 .9 2.0 
Cream and ice cream .7 .7 .2 1.7 3.3 
Cheese ........... -.2 .4 .5 1.3 2.0 

Meat, fish, poultry .3 .5 .5 .1 1.4 
Bacon, salt pork ....... -.3 -.8 .3 .9 .1 

Major meats .5 .2 .7 
Beef .2 .5 .1 .8 
Pork .3 .4 .3 1.0 
Fish .1 .4 .3 -1.1 -.3 
Total poultry -.2 1.0 .8 1.6 

Other meat 1.6 -.2 .4 1.8 
Eggs -.6 .1 .8 .6 .9 
Dry beans .1 -.3 -.8 -2.5 -3.5 
Nuts 1.5 .5 1.0 1.6 4.6 
Vegetables .1 .6 1.2 1.9 

Potatoes .2 -.1 .6 .8 1.5 
Sweet potatoes ......... -1.8 -.3 3.5 1.7 3.1 
Dark green and yellow -.6 1.0 .9 1.3 
Other green -.7 .1 .6 1.4 1.4 
Tomatoes .8 .1 -.1 2.0 2.8 
Other vegetables .3 .2 .7 1.3 3.0 

Citrus fruits -.6 -.2 .8 1.3 1.3 
Dried fruit -.2 .2 1.5 1.8 3.3 
Other fruit .1 .1 1.0 .8 2.0 
Grain products -.4 -.2 -.7 -1.3 
Fats and oils -.2 .2 .2 .3 .5 

Butter 1.5 1.1 -.1 .5 
Margarine -.5 .5 1.0 1.8 2,8 

Other fats and oils .4 -.1 -.4 .1 
Sugar and sweets -.2 .3 .6 1.0 1.7 
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Table 4. Percentage change in total United States expense of various foods and food groups 
at the high level of operation of the Food Allotment Program by 

region-urbanizations, United States, 1955 

Percentage change in total U.S. expense 

North North South South 
Food group nonfarm farm nonfarm farm U.S. 

percent 
All food 2.2 .7 4.5 1.0 8.3 
Milk and milk products 1.1 .8 6.1 1.3 9.3 

Milk .7 .6 6.4 1.4 9.1 
Cream and ice cream 2.6 2.3 8.4 1.0 14.3 
Cheese 1.0 -.2 2.5 1.5 4.8 

Meat, fish, poultry 2.4 .4 5.8 .8 9.4 
Bacon, salt pork -.5 -.6 1.9 1.8 2.6 

Major meats 2.3 .3 5.8 .8 9.2 
Beef 3.2 -.1 5.3 .7 9.1 
Pork 1.8 .4 5.7 1.2 9.1 
Fish 1.7 .4 5.7 7.8 
Total poultry 3.0 .8 7.3 .6 11.7 

Other meat 8.3 .3 3.2 1.5 13.3 
Eggs 1.1 3.0 4.6 .4 9.1 
Dry beans 1.4 -1.4 -10.5 -2.5 -13.0 
Nuts 2.3 .7 4.3 2.3 9.6 
Vegetables 1.6 .5 3.9 1.0 7.0 

Potatoes .7 .7 2.4 1.1 4.9 
Sweet potatoes 4.8 -1.2 -3.6 
Dark green and yellow 2.2 .6 3.4 6.2 
Other green 1.3 .5 4.9 .9 7.6 
Tomatoes 1.8 .9 4.3 1.6 8.6 
Other vegetables 2.3 .5 4.8 1.2 8.8 

Citrus fruits 1.9 .4 3.9 1.7 7.9 
Dried fruit 1.3 1.9 -3.9 4.5 3.8 
Other fruit 3.0 .5 5.7 1.3 10.5 
Grain products 1.1 .2 .9 .5 2.7 
Fats and oils 1.9 .4 1.9 .7 4.9 

Butter 3.1 .7 1.4 .4 5.6 
Margarine ................ -.3 .3 3.8 1.6 5.4 
Other fats and oils 2.1 .3 2.1 .8 5.3 

Sugar and sweets 1.9 1.0 3.6 1.7 8.2 
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Table 5, Percentage change in total United States expense of various foods and food groups 
at the moderate [eve[ of operation of the Food Allotment Program by 

region-urbanizations, United States, 1955 

Percentage change in total U. S. expense 

North North South South 
Food group nonfarm farm nonfarm farm U.S. 

percent 
All food .0 .7 2.4 .7 3.8 
Mille and milk products .3 .8 6.2 .9 8.2 

Milk .3 .6 2.3 .8 4.0 
Cream and ice cream .3 2.3 1.5 1.0 5.1 
Cheese ......... -.3 -.2 2.1 1.2 2.8 

Meat, fish, poultry . .1 .4 1.4 .2 2.1 
Bacon, salt pork ----mmm•••••• ... -.4 -.6 2.4 1.5 2.9 

Major meats ........ -.1 .3 1.7 .4 2.3 
Beef . -.1 -.1 1.8 .2 1.8 
Pork .2 .4 1.7 .5 2.8 
Fish .6 .4 .9 -.1 1.8 
Total poultry .. -.3 .8 2.1 .7 3.3 

Other meat .8 .3 -.1 -.1 .9 
Eggs -.4 3.0 2.7 .6 5.9 
Dry beans -1.4 -1.8 -1.4 -4.6 
Nuts 1.4 .7 2.2 1.4 5.7 
Vegetables ... -.1 .5 1.9 1.1 3.8 

Potatoes .4 .7 1.1 .8 3.0 
Sweet potatoes ...... -1.2 -1.2 4.8 3.6 6.0 
Dark green and yellow 1.0 .6 1.6 .6 3.8 
Other green -.8 .5 2.1 1.3 3.1 
Tomatoes .5 .9 1.8 1.6 4.8 
Other vegetables .1 .5 2.0 1.2 3.8 

Citrus fruits ............ -.8 .4 1.1 1.5 2.2 
Dried fruit .6 1.9 -.6 1.9 
Other fruit -.4 .5 1.4 1.0 2.5 
Grain products .2 1.3 .5 1.9 
Fats and oils -.5 .4 1.0 .6 1.5 

Butter ........... -1.4 .7 .6 .4 .3 
Margarine 1.0 .3 3.2 1.9 4.4 
Other fats and oils .3 .3 1.0 .1 1.7 

Sugar and sweets .2 1.0 1.8 1.2 4.2 
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Table&. Percentage c:hange In total United States expense of varloua foods and food groups 
at the low level of operation of the Food Allotment Program by 

reglon-urbanlzatlom, United States, 1955 

Percentage change in total U.S. expense 

North North South South 
Food group nonfarm farm nonfarm farm U.S. 

percent 
All food .0 .1 .6 .7 1.3 
Milk and milk products .3 .2 .6 .9 2.0 

Milk .3 .2 .6 .8 1.9 
Cream and ice cream .3 .5 .4 1.0 2.2 
Cheese -.3 .3 .7 1.2 1.9 

Meat, fish, poultry .1 .5 .2 .8 
Bacon, salt pork . .... -.4 -.4 .8 1.5 1.5 

Major meats ......... -.1 .6 .4 .9 
Beef .................. -.1 -.1 .5 .2 .5 
Pork .2 .5 .5 1.2 
Fish .6 .6 .1 -.1 1.2 
Total poultry ......... -.3 -.3 1.0 :i 1.1 

Other meat .8 .3 -.1 1.0 
Eggs -.4 .8 .6 1.0 
Dry beans -.4 -1.4 -1.8 
Nuts 1.4 .4 .7 1.4 3.9 
Vegetables -.1 .2 .6 1.1 1.8 

Potatoes .4 .1 .8 .8 2.1 
Sweet potatoes 1.2 -.6 2.4 3.6 5.4 
Dark green and yellow 1,0 1.0 .6 2.6 
Other green -.8 .1 .5 1.3 1.1 
Tomatoes .5 .1 .2 1.6 2.4 
Other vegetables .1 .3 .6 1.2 2.2 

Citrus fruits -.8 -.1 .7 1.5 1.3 
Dried fruit .6 -1.9 1.3 
Other fruit -.4 .1 .8 1.0 1.5 
Grain products .2 .6 .5 .8 
Fats and oils -.5 .3 .3 .6 .7 

Butter 1.4 .8 .1 .4 -.1 
Margarine .......... -1.0 1.0 1.9 1.9 
Other fats and oils .3 -.1 .4 .1 .7 

Sugar and sweets .2 .7 1.2 2.0 
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Table 7. Change In total United States quantity purchased for several levels of operation of 
the Food Allotment Program uaumlng 100-percent putlcipation, United States, 1955 

Level of Program operation 

Food group High Moderate Low 

million pounds 
Milk and milk products 5,551 3,187 1,810 

Milk 4,303 2,315 1,181 
Cream and ice cream 707 285 137 
Cheese 91 58 38 

Meat, fish, poultry 2,003 562 227 
Bacon, salt pork 9 36 3 

Major meats 1,887 540 171 
Beef 736 182 74 
Pork 585 199 84 
Fish 122 41 -4 
Total poultry 442 131 58 

Other meat 113 49 60 
Eggs 433 168 50 
Dry beans -224 -107 -48 
Nuts 69 51 43 
Vegetables 2,530 1,397 804 

Potatoes 232 219 203 
Sweet potatoes 167 52 37 
Dark green and yellow 120 92 36 
Other green 804 297 118 
Tomatoes 552 333 177 
Other vegetables 953 405 250 

Citrus fruits 943 239 127 
Dried fruit 40 16 18 
Other fruit 1,229 427 313 
Grain products 1,129 -545 -322 
Fats and oils 300 103 30 

Butter 81 -2 
Margarine 34 56 37 

Other fats and oils 147 28 -7 

Sugar and sweets 413 601 262 
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Table 8. Change In total United States quantity purchased for several levels of operation of 
the Food Allotment Program assuming 90-percent participation, United States, 1955 

Level of Program operation 

Food group High Moderate Low 

million pounds 
Milk and milk products 4,995.9 2,868.3 1,629.0 

Milk 3,872.7 2,083.5 1,062.9 
Cream and ice cream 636.3 256.5 123.3 
Cheese 81.9 52.2 34.2 

Meat, fish, poultry 1,802.7 505.8 204.3 
Bacon, salt pork 8.1 32.4 2.7 

Major meats 1,698.3 486.0 153.9 
Beef 662.4 163.8 66.6 
Pork .................. ,----.. 526.5 179.1 75.6 
Fish 109.8 36.9 -3.6 
Total poultry 397.8 117.9 52.2 

Other meat 101.7 44.l 54.0 
Eggs 389.7 151.2 45.0 
Dry beans -201.6 -96.3 -43.2 
Nuts 62.1 45.9 38.7 
Vegetables 2,277.0 1,257.3 723.6 

Potatoes 208.8 197.1 182.7 
Sweet potatoes 150.3 46.8 33.3 
Dark green and yellow ........ 108.0 82.8 32.4 
Other green 543.6 267.3 106.2 
Tomatoes 496.8 299.7 159.3 
Other vegetables 857.7 364.5 225.0 

Citrus fruits 848.7 215.1 114.3 
Dried fruit 36.0 14.4 16.2 
Other fruit 1,106.1 384.3 281.7 
Grain products 1,016.1 -490.5 -289.8 
Fats and oils 270.0 92.7 27.0 

Butter 72.9 -1.8 
Margarine 30.6 50.4 33.3 
Other fats and oils 132.3 25.2 -6.3 

Sugar and sweets 371.7 540.9 235.8 
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Table 9. Change in total United States quantity purchased for several levels of operation of 
ihe Food Allotment Program assuming 75-percent participation, United States, 1955 

Level of Program operation 

Food group High Moderate Low 

million pounds 
Milk and milk products .. 4,163.2 2,390.2 1,357.5 

Milk 3,227.2 1,736.2 885.8 
Cream and ice cream . 530.2 213.8 102.8 
Cheese 68.2 43.5 28.5 

Meat, fish, poultry 1,502.2 421.5 170.2 
Bacon, salt pork 6.8 27.0 2.2 

Major meats ...... ----··· 1,415.2 405.0 128.2 
Beef 552.0 136.5 55.5 
Pork 438.8 149.2 63.0 
Fish 91.5 30.8 -3.0 
Total poultry 331.5 98.2 43.5 

Other meat 84.8 36.8 45.0 
Eggs 324.8 126.0 37.5 
Dry beans -168.0 -80.2 -36.0 
Nuts 51.8 38.2 32.2 
Vegetables 1,897.5 1,047.8 603.0 

Potatoes 174.0 164.2 152.2 
Sweet potatoes 125.2 39.0 27.8 
Dark green and yellow 90.0 69.0 27.0 
Other green 453.0 222.8 88.5 
Tomatoes 414.0 249.8 132.8 
Other vegetables 714.8 303.8 187.5 

Citrus fruits 707.2 179.2 95.2 
Dried fruit 30.0 12.0 13.5 

Other fruit 921.8 320.2 234.8 

Grain products -846.8 -408.8 -241.5 
Fats and oils 225.0 77.2 22.5 

Butter 60.8 -1.5 
Margarine 25.5 42.0 27.8 

Other fats and oils 110.2 21.0 -5.2 

Sugar and sweets 309.8 450.8 196.5 
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Table 10, Change In totai United States quantity purchased for nveral levels of operation of 
the Food Allotment Program uaumlng 50-percent parllclpallon, Unlled Slates, 1955 

Level of Program operation 

Food group High Moderate Low 

million pounds 
Milk and milk products 2,775.5 1,593.5 905.0 

Milk 2,151.5 1,157.5 590.5 
Cream and ice. cream 353.5 142.5 68.5 
Cheese 45.5 29.0 19.0 

Meat, fish, poultry .... 1,001.5 281.0 113.5 
Bacon, salt pork 4.5 18.0 1.5 

Major meats 943.5 270.0 85.5 
Beef 368.0 91.0 37.0 
Pork 292.5 99.5 42.0 
Fish 61.0 20.5 2.0 
Total poultry 221.0 65.5 29.0 

Other meat 56.5 24.5 30.0 
Eggs 216.5 84.0 25.0 
D:ry beans -112.0 -53.5 -24.0 
Nuts 34.5 25.5 21.5 
Vegetables 1,265.0 698.5 402.0 

Potatoes 116.0 109.5 101.5 
Sweet potatoes 84.0 26.0 18.5 
Dark green and yellow 60.0 46.0 18.0 
Other green 302.0 148.5 59.0 
Tomatoes 176.0 166.5 88.5 
Other vegetables ........... 476.5 202.5 12.5 

Citrus fruits ......... 471.5 119.5 63.5 
Dried fruit 20.0 8.0 9.0 
Other fruit 614.5 213.5 156.5 
Grain products -564.5 -272.5 -161.0 
Fats and oils 150.0 51.5 15.0 

Butter 40.5 -1.0 
Margarine 17.0 28.0 18.5 
Other fats and oils 73.5 14.0 -3.5 

Sugar and sweets 206.5 300.5 131.0 
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Table 11, Change ID total United States expense for several levels of operation of the Food 
Allotment Program usumlng 100-percent partlclpatlon, United States, 1955 

Level of Program operation 

Food group High Moderate Low 

million dollars 
All food 3,875 1,848 702 
Milk and milk products 800 699 166 

Milk ......... 529 233 109 
Cream and ice cream 268 96 41 
Cheese 44 25 17 

Meat, fish, poultry 1,306 294 119 
Bacon, salt pork 37 41 21 

Major meats 1,223 301 105 
Beef 519 108 30 
Pork 470 139 61 
Fish 55 12 8 
Total poultry 227 63 25 

Other meat 261 20 21 
Eggs 190 123 21 
Dry beans -37 -13 -5 
Nuts 54 32 22 
Vegetables 474 226 115 

Potatoes 58 36 26 
Sweet potatoes 10 7 
Dark green and yellow 31 19 13 
Other green 114 47 17 
Tomatoes 106 59 29 
Other vegetables 151 65 38 

Citrus fruits 114 32 18 
Dried fruit 6 3 
Other fruit 291 72 43 
Grain products 177 126 79 
Fats and oils 127 40 20 

Butter 47 2 -1 
Margarine 17 14 6 
Other fats and oils 71 23 10 

Sugar and sweets ........ 336 173 83 
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Table 12. Change in total United States expense for several levels of operation of !he Food 
Allotment Program assuming 90-percent parHcipaHon, United States, 1955 

Level of Program operation 

Food group High Moderate Low 

million dollars 
All food 3,487.5 1,663.2 631.8 
Milk and milk products 720.0 629.1 149.4 

Milk 476.l 209.7 98.1 
Cream and ice cream 241.2 86.4 36.9 
Cheese 39.6 22.5 15.3 

Meat, fish, poultry 1,175.4 264.6 107.1 
Bacon, salt pork 33.3 36.9 18.9 

Major meats 1,100.7 270.9 94.5 
Beef 467.1 97.2 27.0 
Pork 423.0 125.l 54.9 
Fish 49.5 10.8 7.2 
Total poultry 204.3 56.7 22.5 

Other meat 234.9 18.0 18.9 
Eggs 171.0 110.7 18.9 
Dry beans -33.3 -11.7 -4.5 
Nuts 48.6 28.8 19.8 
Vegetables 426.6 203.4 103.5 

Potatoes 52.2 32.4 23.4 
Sweet potatoes 9.0 6.3 
Dark green and yellow 27.9 17.1 11.7 
Other green 102.6 42.3 15.3 
Tomatoes 95.4 53.1 26.1 
Other vegetables 135.9 58.5 34.2 

Citrus fruits 102.6 28.8 16.2 
Dried fruit 5.4 2.7 
Other fruit 261.9 64.8 38.7 
Grain products 159.3 113.4 71.1 
Fats and oils 114.3 36.0 18.0 

Butter 42.3 1.8 -.9 
Margarine 15.3 12.6 5.4 
Other fats and oils 63.9 20.7 9.0 

Sugar and sweets 302.4 155.7 74.7 
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Table 13. Change In total expense for several levels of operation of the Food Allotment 
Program assuming 75-percent participation, United States, 1955 

Level of Program operation 

Food group High Moderate 

million dollars 
All food 2,906.2 1,386.0 
Mille and milk products 600.0 524.2 

Mille 396.8 174.8 
Cream and ice cream 201.0 72.0 
Cheese 33.0 18.8 

Meat, fish, poultry 979.5 220.5 
Bacon, salt pork 27.8 30.8 

Major meats 917.2 225.8 
Beef 389.2 81.0 
Pork 352.5 104.2 
Fish 41.2 9.0 
Total poultry 170.2 47.2 

Other meat 195.8 15.0 
Eggs 142.5 92.2 
Dry beans -27.8 -9.8 
Nuts 40.5 24.0 
Vegetables 355.5 169.5 

Potatoes 43.5 27.0 
Sweet potatoes 7.5 
Dark green and yellow 23.2 14.2 
Other green 85.5 35.2 
Tomatoes 79.5 44.2 
Other vegetables 113.2 48.8 

Citrus fruits 85.5 24.0 
Dried fruit 4.5 2.2 
Other fruit 218.2 54.0 
Grain products 132.8 94.5 
Fats and oils 95.2 30.0 

Butter 35.2 1.5 
Margarine 12.8 10.5 
Other fats and oils 53.2 17.2 

Sugar and sweets 252.0 129.8 
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Low 

526.5 
124.5 

81.8 
30.8 
12.8 
89.2 
15.8 
78.8 
22.5 
45.8 

6.0 
18.8 
15.8 
15.8 

-3.8 
16.5 
86.2 
19.5 
5.2 
9.8 

12.8 
21.8 
28.5 
13.5 

32.2 
59.2 
15.0 
-.8 
4.5 
7.5 

62.2 



Table 14. Change in total expense for 1everal levels of operation of the Food Allohneni Program 
auumlng 50-percent parilclpailon, Unlied States, 1955 

Food group 

All food 
Milk and milk products ________ _ 

Milk 
Cream and ice cream ______ _ 
Cheese 

Meat. fish. poultry 
Bacon, salt pork 

Major meats ................................ ______ _ 
Beef 
Pork 
Fish 
Total poultry 

Other meat 
Eggs 
Dry beans 
Nuts 
Vegetables 

Potatoes 
Sweet potatoes 
Dark green and yellow ______ _ 
Other green __________ _ 

Tomatoes 
Other vegetables 

Citrus fruits 
Dried fruit 
Other fruit . 
Grain products 
Fats and oils ... 

Butter 
Margarine 
Other fats and oils ________ _ 

Sugar and sweets -----------

High 

1,937.5 
400.0 
264.5 
134.0 
22.0 

653.0 
18.5 

611.5 
259.5 
235.0 

27.5 
113.5 
130.5 
95.0 

-18.5 
27.0 

237.0 
29.0 

15.5 
57.0 
53.0 
75.5 
57.0 

3.0 
145.5 

88.5 
63.5 
23.5 

8.5 
35.5 

168.0 

94 

Level of Program operation 

Moderate 

million dollars 
924.0 
349.5 
116.5 
48.0 
12.5 

147.0 
20.5 

150.5 
54.0 
69.5 
6.0 

31.5 
10.0 
61.5 

-6.5 
16.0 

113.0 
18.0 

5.0 
9.5 

23.5 
29.5 
32.5 
16.0 

1.5 
36.0 
63.0 
20.0 

1.0 
7.0 

11.5 
86.5 

Low 

351.0 
83.0 
54.5 
20.5 

8.5 
59.5 
10.5 
52.5 
15.0 
30.5 

4.0 
12.5 
10.5 
10.5 

-2.5 
11.0 
57.5 
13.0 
3.5 
6.5 
8.5 

14.5 
19.0 
9.0 

21.5 
39.5 
10.0 
-.5 
3.0 
5.0 

41.5 



Table 15, Change In total quantity purchased of various foods and food groups under the 
Food Allotment Program u the average money value for each Income group ls ad­

juatad to the average money value of the Income group whose money value 
ls 40 percent of Income by ragion-urbanlzatlom, United States, 1955 

Change in total quantity purchased 

North North South South 
Food group nonfarm farm nonfarm farm 

millions of pounds 
Milk and milk products 673 391 3,567 920 

Milk 157 322 3,096 728 
Cream and ice cream 165 110 376 56 
Cheese 5 51 35 

Meat, fish, poultry 372 152 1,270 209 
Bacon, salt pork 9 -21 -4 25 

Major meats 384 135 1,197 171 
Beef 202 -22 486 70 
Pork 89 28 376 92 
Fish 14 52 60 -4 
Total poultry 108 33 277 24 

Other meat -11 -6 68 62 
Eggs 77 18 295 43 
Dry beans -41 -12 -160 -11 
Nuts 11 -1 32 27 
Vegetables 389 113 1,540 488 

Potatoes -55 3 156 128 
Sweet potatoes 35 -9 131 10 
Dark green and yellow 33 13 60 14 
Other green 85 31 388 100 
Tomatoes 101 41 298 112 
Other vegetables 206 28 585 134 

Citrus fruits 195 24 566 158 
Dried fruit 13 3 -4 28 
Other fruit 429 21 662 117 
Grain products -150 ~5 -757 -157 
Fats and oils 75 27 146 52 

Butter 49 8 20 4 
Margarine -29 -a 53 18 
Other fats and oils 57 18 62 10 

Sugar and sweets 85 24 90 214 
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Table 16. Change in total quantity purchased of various foods and food groups under !he Food 
Allotment Program as the average money value for each income group ls adjusted 

to the average money value of the income group whose money value is 
50 per cent of income by region-urbanizations, United States, 1955 

Change in total quantity purchased 

North North South South 
Food group nonfarm farm nonfarm farm 

millions of pounds 
Milk and milk products 492 391 1,545 759 

Milk 153 322 1,281 559 
Cream and ice cream 28 110 76 71 
Cheese -4 38 24 

Meat, fish, poultry 69 152 320 21 
Bacon, salt pork . -7 -21 41 23 

Major meats 2 135 359 44 
Beef 18 -22 176 10 
Pork 23 28 122 26 
Fish 1 52 2 -14 
Total poultry 33 70 28 

Other meat 53 -6 1 1 
Eggs -35 18 150 35 
Dry beans 1 -12 -62 -34 
Nuts 14 -1 23 15 
Vegetables 4 113 763 517 

Potatoes 26 3 79 111 
Sweet potatoes -21 -9 62 20 
Dark green and yellow -15 13 70 24 
Other green . -62 31 206 122 
Tomatoes ·················----···· 50 41 117 125 
Other vegetables 33 28 217 127 

Citrus fruits -56 24 140 131 
Dried fruit ...... ,_., ____ -1 3 4 10 
Other fruit 8 21 274 124 
Grain products -99 -65 -207 -174 
Fa ts and oils -17 27 72 21 

Butter ····----···· -18 8 2 6 
Margarine -6 -8 47 23 
Other fats and oils 18 18 12 -20 

Sugar and sweets -31 24 449 159 
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Table 17, Change In total quantity purchased of various foods and food groups under the Food 
Allotment Program as the average money value for each Income group is adjusted to 

the average money value of the income group whose money value is 60 percent 
of income by region-urbanizations, United States, 1955 

Change in total quantity purchased 

North North South South 
Food group nonfarm farm nonfarm farm 

millions of pounds 
Milk and milk products . 492 167 392 759 

Milk 153 127 342 559 
Cream and ice cream 28 29 9 71 
Cheese -4 8 10 24 

Meat, fish, poultry 69 11 126 21 
Bacon, salt pork -7 -21 8 23 

Major meats 2 4 121 44 

Beef 18 -1 47 10 
Pork 23 2 33 26 
Fish 1 5 4 -14 
Total poultry -8 38 28 

Other meat 53 -7 13 1 
Eggs -35 4 46 35 
Dry beans 1 -4 -11 -34 
Nuts 14 5 9 15 
Vegetables 4 24 259 517 

Potatoes 26 -19 85 111 
Sweet potatoes -21 -3 41 20 
Dark green and yellow -15 1 26 24 
Other green -62 9 49 122 
Tomatoes 50 8 -6 125 
Other vegetables 33 18 72 127 

Citrus fruits -56 -25 77 131 
Dried fruit -1 1 8 10 
Other fruit 8 20 161 124 
Grain products -99 2 -51 -174 
Fats and oils -17 13 13 21 

Butter -18 13 -1 6 
Margarine -6 7 13 23 
Other fats and oils 18 -2 -3 -20 

Sugar and sweets -31 43 91 159 
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Table 18. Change In total expense of varloua foods and food groups at the high level of opera-
tion of the Food Allotment Program by reglon-urbanlzatlom, United States, 1955 

Change in total expense 

North North South South 
Food group nonfarm farm nonfarm farm 

millions of dollars 
Milk and milk products 96 67 526 111 

Milk 42 37 371 79 
Cream and ice cream 49 43 158 18 
Cheese 9 -2 23 14 

Meat, fish, poultry 335 54 802 115 
Bacon, salt pork -7 ---8 27 25 

Major meats 310 40 764 109 
Beef 179 -3 301 42 
Pork 92 19 295 64 
Fish 12 3 40 
Total poultry 58 15 142 12 

Other meat 162 6 63 30 
Eggs 22 63 96 9 
Dry beans 4 -4 -30 -7 
Nuts 13 4 24 13 
Vegetables 108 34 263 69 

Potatoes 8 8 29 13 
Sweet potatoes 8 -2 ~ 
Dark green and yellow 11 3 17 
Other green 19 8 73 14 
Tomatoes 22 11 53 20 
Other vegetables 40 8 83 20 

Citrus fruits 28 6 56 24 
Dried fruit 2 3 ~ 7 
Other fruit 82 15 157 37 
Grain products 70 13 61 33 
Fats and oils 50 11 49 17 

Butter 26 6 12 3 
Margarine -1 1 12 5 
Other fats and oils 28 4 28 11 

Sugar and sweets 77 40 149 70 
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Table 19. Change in total expense of various foods and food groups at the moderate level of 
operation of the Food Allohnent Program by region-urbanizations, United States, 1955 

Change in total expense 

North North South South 
Food group nonfarm farm nonfarm farm 

millions of dollars 
Mille and mille products 23 67 535 74 

Mille 19 37 132 45 
Cream and ice cream 6 43 29 18 
Cheese ..... ----··· -3 -2 19 11 

Meat, fish, poultry . 18 54 193 29 
Bacon, salt pork -8 -8 34 21 

Major meats -18 40 228 51 
Beef -4 -3 104 11 
Pork 8 19 87 25 
Fish 4 3 6 -1 
Total poultry -8 15 40 14 

Other meat 16 6 -1 -1 
Eggs -8 63 56 12 
Dry beans -4 -5 -4 
Nuts 8 4 12 8 
Vegetables -8 34 126 72 

Potatoes 5 8 13 10 

Sweet potatoes -2 -2 8 6 
Dark green and yellow 5 3 8 3 
Other green -12 8 32 19 
Tomatoes 6 11 22 20 
Other vegetables 2 8 34 21 

Citrus fruits -12 6 16 22 

Dried fruit 1 3 -1 
Other fruit -10 15 39 28 
Grain products -3 13 82 34 
Fa ts and oils -12 11 26 15 

Butter -12 6 5 3 
Margarine -3 1 10 6 

Other fats and oils 4 4 13 2 

Sugar and sweets ll 40 75 50 
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Table 20. Change in total expense of various foods and food groups at !he low level of opera-
tion of the Food Allotment Program by region-urbanizations, United States, 1955 

Change in total expense 

North North South South 
Food group nonfarm farm nonfarm farm 

millions of dollars 
Milk and milk products 23 19 50 74 

Milk 19 9 36 45 
Cream and ice cream . 6 9 8 18 
Cheese --3 3 6 11 

Meat, fish, poultry 18 3 69 29 
Bacon, salt pork --6 -5 11 21 

Major meats -18 -2 74 51 
Beef -4 -5 28 11 
Pork 8 2 26 25 
Fish 4 4 1 -1 
Total poultry --6 -3 20 14 

Other meat 16 6 -1 
Eggs -8 1 16 12 
Dry beans -1 -4 
Nuts 8 2 4 8 
Vegetables --6 11 38 72 

Potatoes 5 1 10 10 
Sweet potatoes -2 -1 4 6 
Dark green and yellow 5 5 3 
Other green -12 2 8 19 
Tomatoes 6 1 2 20 
Other vegetables 2 5 10 21 

Citrus fruits -12 -2 10 22 
Dried fruit 1 -3 2 
Other fruit -10 3 22 28 
Grain products -3 12 36 34 
Fats and oils -12 8 9 15 

Butter -12 7 1 3 
Margarine -3 3 6 
Other fats and oils 4 -1 5 2 

Sugar and sweets 8 -2 27 50 
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