PUBLIC POLICY NEWS

Increasing Food Costs for Consumers and Food
Programs Straining Pocketbooks

ood prices putting squeeze

on families” blared one

headline (1), “Rise in food
costs highest since 1990” (2) was re-
ported by the Bloomberg News Ser-
vice, and The Wall Street Journal said
“Higher food costs start to pinch con-
sumers” (3). This flurry of media in-
terest was sparked by the greatest
increase in food prices in almost 20
years.

OVERALL FOOD COSTS INCREASING

Food costs increased more in 2007
than in the past 17 years. The Con-
sumer Price Index (CPI), the measure
of change in consumer prices mea-
sured by the US Bureau of Labor Sta-
tistics, increased 4% for food in 2007
compared to 2.4% in both 2006 and
2005 (4). This was the greatest in-
crease in food prices since 1990.

But looking solely at cost increase
by the CPI does not tell the whole
story. For example, despite the in-
crease in the CPI, percent of dispos-
able personal income spent on food by
families and individuals continues to
remain steady at almost 10% (5).
However, this varies by income level
(Figure 1), with the lowest income
bracket spending 5% more on food
than the highest income bracket (6).

PRICE INCREASES NOT CONSISTENT
ACROSS FOOD GROUPS

Another perspective to consider is
that food price increases are not equal
across the different food groups. Eggs
saw the greatest increase in 2007—
28%—well above all other foods.
Dairy products saw price increases of
over 7%, and many other food catego-
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ries experienced over 4% price
growth, including beef and veal, poul-
try, fish and seafood, fresh fruits, ce-
reals and bakery products, and non-
alcoholic beverages. Only pork and
fats and oils had growth of less than
3% (7).

Recent research looking at the price
changes in low- and high-calorie foods
also indicate that food price increases
vary by food category. Low-calorie
foods (primarily fruits and vegeta-
bles) cost 20% more in 2006 compared
to 2004, while calorie-dense foods in-
cluding potato chips, cookies, and
candy bars cost 2% less over the same
2-year time span (8).

This trend is expected to continue
throughout 2008, with the CPI for
food projected to increase 3% to 4%.
Fresh fruits and vegetables, cereals,
and dairy products will continue to
have greater than average price in-
creases, joined by fats and oil (7).

FOOD PRICES AND FEDERAL FOOD
PROGRAMS

If you are feeling a pinch from in-
creased dairy prices, imagine the im-
pact of a program serving 30 million
school meals a day—with each meal
including 8 oz of milk on the tray.

The largest portion of the US De-
partment of Agriculture (USDA) bud-
get (59% in 2008) goes to food and
nutrition programs (9). These pro-
grams, which serve nearly one in five
Americans over the course of the
year, provide food and nutrition edu-
cation for those that meet certain el-
igibility requirements. Since 2001,
funding for USDA food and nutrition
assistance has increased by more
than 70%, to $59 billion (10).

SUPPLEMENTAL NUTRITION PROGRAM
FOR WOMEN, INFANTS, AND CHILDREN
(WIC): A CASE STUDY

To consider the impact of food prices
on nutrition policy, let’s take a closer

look at WIC. This program provides
supplemental foods, nutrition educa-
tion, and health care referrals for low-
income, pregnant, postpartum, and
breastfeeding women and infants and
children up to age 5 years who are at
nutritional risk.

There are two reasons that WIC
provides an interesting snapshot of
the impact of increased food prices on
nutrition policy:

e WIC is a discretionary program,
meaning that all eligible are not au-
tomatically covered to participate
in the program. Funding is deter-
mined by Congress on an annual
basis. Changes in funding levels or
program costs have an impact on
the number of people that can be
served by the program.

e WIC includes select foods as part of
the food package, allowing tracking
of food costs over time for the same
food packages. Benefits provided in
the food packages have been basi-
cally unchanged for years, but food
costs per person are steadily in-
creasing (Figure 2).

Federal and state agencies have be-
gun taking various steps to control
WIC program costs, including limit-
ing food package benefits, rationing
benefits, and capping services. In De-
cember 2007, Utah began implement-
ing additional restriction on their
food packages by requiring beans in-
stead of peanut butter, and Montana
cut back on the amount of milk and
eggs some participants received (11).
Utah and California were preparing
to ration WIC benefits by limiting el-
igibility in anticipation of budget
shortfalls in 2008.

To account for increased program
costs, the Office of Management and
Budget has proposed capping nutri-
tion services funds at 25% in the last
several federal budget proposals. This
cap would limit the nutrition services
considered so vital to the successful
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Figure 1. Percent of annual expenditures on food decreases as income increases. Adapted from

reference (6).

outcomes of the program and has
been rejected by Congress.

WIC advocates are concerned that
increasing food prices and budgetary
concerns will slow implementation of
the new food packages released in De-
cember 2007. These new food pack-
ages, which add fruits, vegetables,
and whole-grain options while de-
creasing dairy and juices, were de-
signed to be the same cost as the cur-
rent food packages.

WIC is not the only example. Other
federal food assistance programs are
also feeling the pinch of increasing
food prices.

School Meals

According to the School Nutrition As-
sociation, over 86% of school nutrition
directors reported an increase in their
programs’ food costs for the 2006/

2007 school year. Over 60% of school
nutrition directors reported that the
federal National School Lunch Pro-
gram reimbursement was not suffi-
cient to cover the cost of producing a
meal (12).

Food Stamps

The Food Stamp Program provides
monthly benefits to low-income fami-
lies to purchase foods, not food itself.
Yet food costs also impact this pro-
gram and its participants. Food
stamp benefits are based on the cost
of a USDA market basket of food,
known as the Thrifty Food Plan (Fig-
ure 3). Benefits are indexed to infla-
tion so increasing food costs increase
program costs. However, in this pro-
gram, much of the burden of in-
creased food prices also falls to the
program participants. The $10 mini-

40+
39
38
Avg. monthly
food cost per 371
person 36-
(US dollars) 351
347
33

FY 2003 FY 2004 FY 2005 FY 2006 FY 2007

Fiscal Year (FY)

Figure 2. Increase in average monthly food cost per Special Supplemental Nutrition Program for
Women, Infants, and Children participant. Adapted from the Annual Summary of Food and
Nutrition Service Programs (www.fns.usda.gov/pd/annual.htm).
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mum benefit has not been adjusted
for inflation in 30 years. As a result,
many elderly individuals, couples,
and people with disabilities can pur-
chase only one third as much food as
they could when the minimum benefit
went into effect.

The Emergency Food Assistance Program

The funding available for commodity
purchases for The Emergency Food As-
sistance Program does not increase
with inflation, so that food banks and
their supported emergency feeding
sites receive fewer resources as food
prices increase. Food banks nationwide
report that inventory is rapidly dwin-
dling as federal food support declines.
Strong agricultural markets (ie, food
prices) have led to drastic reductions in
food purchased and distributed by the
federal government (13).

IMPACT OF INCREASING COSTS ON
FOOD PROGRAMS

As food costs increase, administrators
at the federal, state, and local level
are facing tough decisions. As with
the WIC example, options for ad-
dressing budgetary concerns include
limiting food options, rationing bene-
fits, or reducing administrative and
education services.

Another option is to look for money
from other programs. In most cases
this comes from within existing food
and nutrition programs. For example,
at the federal level, the WIC program
is competing for the same pool of
funds as food safety and labeling pro-
grams at the Food and Drug Admin-
istration and USDA-funded food and
nutrition research.

THE CHALLENGE AHEAD

Increased food costs are requiring
consumers and governments to prior-
itize spending. Agencies face tough
decisions about reducing benefits,
limiting participation, and changing
eligibility requirements to accommo-
date increased food costs within the
current budget.

Increased food costs have a ripple
effect beyond food assistance pro-
grams. Research programs and food
safety activities are competing with
some of the federal feeding programs
for the same pool of money—putting
Congress and organizations like the
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Figure 3. Cost of Thrifty Food Plan for family of four for month of June (June costs for each year
are used to represent the annual average). Family of four: couple (19 to 50 years old) and two
children (6 to 8 and 9 to 11 years old). Adapted from the US Department of Agriculture Food Plans:
Cost of Food. Cost of Food at Home (www.cnpp.usda.gov/USDAFoodCost-Home.htm).

American Dietetic Association in the
difficult position of prioritizing be-
tween necessary and foundational
nutrition research, vital food safety
activities, and food and nutrition ser-
vices for needy women and children.
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