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...Upfront

Food Assistance and Welfare Reform

Welfare reform brought about by the Personal Responsibility and Work Opportunity
Reconciliation Act of 1996 made fundamental changes to the Federal programs that sup-
port needy families and children. The long-term guarantee of benefits under a variety of
programs has been eliminated in favor of a short-term, temporary assistance program to
help families get back on their feet. States have been given more flexibility in designing
and implementing programs that meet their needs, and individuals have been given
added personal responsibility to provide for themselves through job earnings and for
their children through child-support payments by absentee parents. Under the new
Temporary Assistance for Needy Families (TANF) program, families may now receive
cash benefits for a maximum of 5 years, and most adults are required to work after 2
years of receiving benefits. States not meeting these requirements face a reduction in the
Federal contribution to their TANF funds.

USDA''s food-assistance programs, especially the Food Stamp Program, are estimated to
account for almost half of the Act’s projected $54-billion reduction in Federal spending
during 1997-2002 compared to prior legislation. While food stamps are still an entitlement
for low-income families, benefits were reduced substantially in three areas: across-the-
board reductions in benefits; limits on deductions from income when calculating benefits;
and greater restrictions on eligibility of able-bodied adults and legal immigrants. Prelimi-
nary research by USDA’s Food and Nutrition Service suggests that families with children
will lose an average of 13 percent of their food stamp benefits by 2002, or about $45 each
month. In addition, over 1 million people—largely legal immigrants and unemployed
adults—will lose their eligibility to receive food stamps.

Reductions in nonfood assistance programs will likely spill over into food-assistance pro-
grams. The size of the impact will depend on the state of the economy and the success of
the Act in moving people from welfare to work. In fiscal 1997, expenditures for the Food
Stamp Program fell 12 percent, as participation dropped from an average of 25.5 million
people per month in fiscal 1996 to 22.9 million in fiscal 1997. Disentangling the influence
of economic conditions is important to understanding what lies ahead for food-assistance
programs. The pattern of participation in the Food Stamp Program over the last two
decades is similar to that of poverty in America. As the number of people in poverty rose,
food stamp participation grew. As poverty fell, so did reliance on food stamps. Research
by USDA’s Economic Research Service suggests that a mild economic downturn similar to
the late 1980’s and early 1990’s could raise food stamp participation levels.

The sizable contribution of food assistance to low-income households’ resources attests to
its importance in the safety net. For example, low-income single-parent households
received 58 percent of their income from Government assistance in 1996, of which food
stamps accounted for 13 percent.

As we move into the 21st century, electronic technology is one of the tools being used to
make programs more efficient. By 2002, all States are required to replace paper food stamp
coupons with an Electronic Benefits Transfer system, which uses debit-card-like technol-
ogy. Recent demonstration projects found that the electronic benefit delivery and redemp-
tion system lowered costs for recipients, retailers, and financial institutions, although the
cost of the system to the Federal Government and its effects on food spending by recipi-
ents is less definitive. Further experience with electronic benefits will allow more precise
evaluation. These are among the important research challenges that lie ahead.

David M. Smallwood
Deputy Director for Food Assistance Research
Food and Rural Economics Division
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