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Sodium: Why the Concern?

An estimated 60 million Americans—about one quartér of the population—
suffer from some form of high blood pressure, according to the National
Heart, Lung and Blood Institute.

In an effort to lower the incidence of this illness, the Food and Drug Ad-
ministration has launched a campaign designed to cut back the sodium con-
sumption of Americans. Government studies have found that the average
American may consume as much as 20 to 50 times more sodium per day

than the body needs.

The campaign will focus on lowering overall U.S. sodium consumption
levels, encouraging food manufacturers to use smaller amounts of sodium
in processed foods, and examining a possible Nation-wide program for
package labeling of the sodium content on different food products. The

article Sodium: Why the Concern? begins on page 27.
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v
E.:f Food Sltuation and Review

Domestic Food
Programs

Kathryn Longen and Joyce Allen
(202) 447-6620

The USDA commodity distribution pro-
grams are a result of legislation en-
acted to help stabilize farm prices. As origi-
nally designed, the legislation provided for
Federal purchase of excess agricultural com-
modities in order to help support farm in-
come. The resulting accumulation of food
stocks, however, necessitated finding a
means of disposal for these products. Thus,
in 1935, the commodity distribution pro-
grams began operating under the dual ob-
jectives of price support and food assistance
for needy persons.

USDA purchases commodities under
three legislative authorities. Section 32 of
Public Law 74-320 allows the Government
to acquire surpluses of perishable, nonbasic
commodities such as fruits, vegetables,
meats, and poultry products. Section 416 of
the Agricultural Act of 1949 authorizes
USDA to donate foods acquired through
price-support activities. Strict guidelines
determine which items may be donated
under Section 416. Only commodities deter-
mined by Congress or the Secretary of Agri-
culture as eligible for price support may be
included. Furthermore, these must be sur-
plus items which must be dispensed to pre-
vent waste. Section 416 foods are generally
basic commodities such as dairy products,
grains, oils, and peanut products.

Section 6 of the National School Lunch
Act of 1946 further authorizes the purchase
of agricultural commodities to be donated
to schools and child-care institutions. State
preferences largely dictate which foods will
be purchased under Section 6, as price-sup-
port and surplus restrictions do not exist for
these products. In general, it has been the
policy of the Food and Nutrition Service
(FNS) to use Section 6 funds for the pur-
chase of commodities which the States pre-
fer to supplement commodity donations
under Sections 416 and 32. In the past, Sec-
tion 6 foods have included such items as
frozen frankfurters, dried beans, frozen
beef and pork, and various fruits and vege-
tables.

Although purchases are basically deter-
mined by State needs, Section 6E of the Na-
tional School Lunch Act mandates special
emphasis for high-protein foods, meat, and
meat alternatives/substitutes. Meat and

poultry products accounted for 40 percent
of all Section 6 donated foods in fiscal year
1979.

The commodity distribution programs
provided the only real public food relief in
the early years. Needy persons, schools, and
institutions were eligible to receive com-
modities. However, the relative importance
of the programs has declined as Federal
food assistance is increasingly offered in the
form of coupons or cash. Commodities ac-
counted for 41 percent of the total Federal
expenditures for all domestic food pro-
grams as late as 1970. In fiscal year 1980,
commodities represented approximately 7.1
percent of the total.

Schools receive the largest percentage of
foods purchased by USDA, 87.5 percent in
fiscal year 1980. Under the School Lunch
Program, States can receive an amount of
commodities valued at 10 cents per lunch
plus an adjustment for the cost of living.
For the 1980-81 school year, the reimburse-
ment rate was 15.5 cents per lunch served.

Federal Cost of USDA Food Programs

Item 1977

Food Stamps

Totallssued...... 8273

Bonus Stamps . ... 5014
Food Distribution

Needy Families ... 11.8

Schools ......... 506

Other............ 52
Child Nutrition

School Lunch..... 1717

School Breakfast . 157

Special Food .. ... 241
Special Milk .. .... 152
WIC............... 289
Total .............. 8139

1978

8347
5260

13.7
579
64

1885
189
246
139

422

8797

1979 1979 1980

1 2 3 4 1 2 3 4
Million Dollars

7118 1626 1668 1882 1941 2224 2259 2266 2257
7115 1624 1668 1882 1941 2224 2259 2266 2257
129 36 95 46 45 47 59 51 35
728 263 139 90 235 301 219 92 236
85 27 20 18 20 27 32 20 21
2120 661 518 260 681 755 566 291 749
241 71 60 29 81 90 72 38 95
303 43 63 149 48 52 75 161 57
148 43 35 21 49 50 38 17 35
575 129 140 144 162 175 192 208 228
11327 2865 2645 2595 3221 3677 3459 3100 3681
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However, the Omnibus Reconciliation Act
of 1980 (P.L. 96-499) reduced the commod-
ity assistance rate by 2 cents per lunch
through September 1981. This reduction is
one of a number of provisions designed to
decrease Federal expenditures for the child
nutrition programs (see Spring 1981 NFR).

Section 6B of the National School Lunch
Act authorizes the payment of cash in lieu
of commodities when an insufficient amount
of commodities is purchased for donation.
The cash payment is determined by sub-
tracting the value of commodities received
from the total value (commodity assistance

Domestic Food
Programs Update:

An average of 22.1 million persons par-
ticipated in the Food Stamp Program in the
fourth quarter of 1980, an increase from the
19.7 million persons that participated dur-
ing the same period in 1979.

A total of $2.2 billion in food coupons
was distributed during the fourth quarter of
1980, compared with $1.9 billion in 1979.
The average bonus per person has similarly
increased from $32.89 during the October-
December quarter of 1979 to $33.92 during
the same period in 1980. Rapid increases in
food prices caused these higher benefits.
The amount of benéfits received by a house-
hold is equal to the cost of the Thrifty Food
Plan (TFP), reduced by 30 percent of the
household’s net income.

Federal cash expenditures for the child
nutrition programs totaled $969.6 million
during the fourth quarter of 1980. Cash
payments for the National School Lunch
Program amounted to $764.9 million, while
payments for the School Breakfast Pro-
gram totaled $98.7 million.

An average of 26.6 million children re-
ceived a total of 1.4 billion meals through
the National School Lunch Program in the
fourth quarter of 1980. An average of 3.9
million children received school break-
fasts. n
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rate times number of lunches) of the State’s
entitlement. At least 75 percent of the man-
dated per lunch entitlement, however, must
be in the form of commodities. Kansas is
entitled to receive all benefits in the form of
cash in lieu of commodities as a result of
legislation passed in 1974. Kansas received
$6.9 million under this authorization in
school year 1980-81.

States also receive commodities for a
variety of other nutrition programs. Child
care centers participating in the Child Care
Food Program qualify.for donated foods,
as do sponsors of the Summer Food Service
Program, the Commodity Supplemental
Food Program, and nutrition programs for
the elderly.

Some legislative actions target specific
groups of persons to receive commodity
donations. Section 311 of the Older Ameri-
cans Act requires USDA to donate a mini-
mum level of commodities, or cash in lieu
of commodities, to nutrition programs for
the elderly funded under the Older Ameri-
cans Act. Section 4(a) of the Agricultural
and Consumer Protection Act authorizes
food distribution to Indians. Currently,
direct food donation programs are operated
on 75 Indian reservations in 18 States and in
the Trust Territories of the Pacific Islands.
In addition, Section 4(a) mandates the dis-
tribution of food through the Commodity
Supplemental Food Program, which pro-
vides foods to pregnant and lactating
women, infants, and children residing in
approved project areas.

With the advent of the Food Stamp Pro-
gram (FSP), direct food distribution to
needy families declined. In fiscal year 1967,
33.2 percent of commodities distributed
went to needy families; the amount fell to
2.1 percent in 1980. The share to schools
conversely rose from 61.8 percent in 1967 to
87.5 percent in 1980. Cash contributions to
the National School Lunch Program in-
creased dramatically, from $149.7 million
in 1967 to more than $2.3 billion in 1980.
Commodities, as a percentage of Federal
donations to schools for the National School
Lunch Program, therefore, actually declined
from 55.4 percent in 1967 to 26.9 percent in
1980.

Three USDA agencies have responsibility

for food distribution. FNS assesses the
needs and wants of schools and institutions
and coordinates delivery of donated foods
to various State agencies. The Food Safety
and Inspection Service (FSIS) purchases
surplus foods such as poultry, meats, fruits,
and vegetables. FSIS also certifies that these
purchases meet USDA quality specifica-
tions. The Agricultural Stabilization and
Conservation Service (ASCS) contracts for
the price-support items, such as dairy prod-
ucts and cereals.

Representatives from the three agencies
collectively decide which foods need to be
purchased during the coming year. Upon
notification of the foods to be purchased,
State agencies estimate their requirements
for the coming school year. USDA then ar-
ranges for commodities to be taken out of
inventories or, through FSQS and ASCS,
invites bids from suppliers on the open mar-
ket. After the food is purchased, the ASCS
Kansas City Commodity Office arranges
for delivery from suppliers or USDA ware-
house stocks to the States.

The continued provision of direct food
donations to the school feeding programs
has been the subject of debate among school
food service administrators, suppliers and
distributors, farm-interest organizations
and USDA since the early 1970’s. In De-
cember 1980, Congress passed legislation
which would provide for pilot studies to test
the feasibility of alternative methods of
delivering program benefits. Three systems
of food assistance will be tested over a
3-year period in the $2 million pilot project
involving 90 schools. Thirty schools will re-
ceive cash in place of the donated foods and
30 will receive vouchers or letters-of-credit,
under which the schools are authorized to
make local purchases of surplus or price-
support foods. The remaining schools will
continue to operate under the current com-
modity program, thereby serving as a base
for comparisons of differences in costs,
foods utilized, quality, and other aspects of
the program. |
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Food Spending and
Income

Anthony E. Gallo
(202) 447-8707

Consumers sharply increased their ex-
penditures on food in the Nation’s
restaurants and refreshment places in the
first quarter of 1981 as disposable personal
income continued to rise at a brisk pace.
Grocery store food purchases were also
higher in dollar sales. But expenditures for
both food at home and food away from
home were below those of the first quarter
of 1980 when adjustments are made for
higher prices and population increases.

Personal consumption expenditures for
food reached about $325 billion at a sea-
sonally adjusted annual rate in the first
quarter of 1981, compared with $294 billion
for the same quarter a year earlier. Grocery
store food purchases were about $237 bil-
lion while food away from home accounted
for about $88 billion.

Food-at-Home Expenditures

Food-at-home expenditures in the first
quarter of 1981 were higher than last quar-
ter, but were lower than the year-earlier
level. The 2.5-percent growth in food-at-
home expenditures between quarters was
partially due to inflation. Adjusted for price
increases, real food spending in grocery
stores rose at a seasonally adjusted annual
rate of 1 percent.

Actual food-at-home expenditures were
10.5 percent greater than those of the first
quarter of 1980, but 11.5 percent higher
prices meant that real food expenditures (in
1972 dollars) dropped about 1 percent.

Food-Awzv-from-Home Expenditures

The 5-percent quarterly advance in food-
away-from-home expenditures was the
highest in many quarters and the third con-
secutive quarterly increase. Food-away-
from-home expenditures are heavily influ-
enced by how well the economy is doing.
Per capita disposable income, adjusted for
inflation, dropped in the second quarter of
1980, causing consumer spending in the Na-
tion’s restaurants to do likewise. Since then,
these expenditures have been rising, and in
the first quarter apparent volume was about
the same as that in the first quarter of 1980.

Disposition of Income
Disposable (after tax) personal income

R

Food Expenditures and Disposable Personal Income

Food at home

All food
Disposable personal income

Food at home

All food
Disposable personal income

Source: Department of Commerce

2141
Food away from home 80.0

294.1
1765.1

114.3
Food away from home 41.2

154.5
1021.0
Per capita disposable income 4600

1980 1981
I 1 v |

Billions of current dollars

217.6 225.6 232.7 235.6
78.3 79.6 83.7 88.0
295.9 305.2 316.4 3245
1784.1 1840.6 1897.0 1945.5
Billions of 1972 Dollars

115.0 113.6 111.8 113.0
39.5 39.4 40.4 41.2
154.5 153.0 152.2 154.2
1008.2 1018.5 1025.8 1032.2
4532 4565 4585 4604

X

Food Spending Indicators
1980 1981

Percent of DPI
| n v |

Food at home 12.1 12,1 12.3 12.3 12.2

Food away 45 44 43 4.4 45
from home

All food 16.7 16.6 16.6 16.6 16.7
Savings 49 6.2 6.1 51 47

Portion of food
dollar spent
on away from
home eating

27.2 26.5 26.1 26.5 27.2

Source: Department of Commerce

(DPI) rose to $1,945.5 billion in the first
quarter of this year, about 10 percent more
than in the first quarter of 1980. When DPI
is adjusted for higher prices, by using 1972
dollars, real DPI was slightly above that of
the previous quarter and 1 percent above
the DPI in the first quarter of 1980. This in-
crease just kept up with a 1-percent popula-
tion increase, so that real per person DPI
was the same as first-quarter 1980.

About 16.7 percent of DPI was spent on
all food, of which 12.2 percent went to food
at home and 4.5 percent to food away from
home.

All personal consumption expenditures
increased about $54 billion to $1,805 bil-
lion, the fourth consecutive quarterly ad-
vance both in current and constant dollars.
The sharpest gain was in expenditures for
durable goods, reflecting higher purchases
for motor vehicles. Nondurable goods were
3 percent above those of the fourth quarter
of 1980, of which 2 percent reflected price
increases. Expenditures for services showed
an increase only in current dollars. Adjusted
for price increases, there was no change in
the volume of personal consumption expen-
ditures between the two quarters. ]
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Retail Food Price
Developments in
1981

Paul C. Westcott and Ralph L. Parlett, Jr.
(202) 447-8801

Retail food prices in 1981 are expected
to average 8 to 10 percent higher than
those last year, with current indications sug-
gesting a rise of about 9 percent. This is
smaller than had been previously forecast,
primarily due to lower-than-expected meat
prices that occurred in the first half of the
year. Price forecasts for dairy products,
sugar and sweets, and nonalcoholic bever-
ages have also been lowered, while price
projections for fats and oils, fruits and
vegetables, and fish have been raised.

Retail food prices in the first quarter of
the year rose less than had been expected—
at an annual rate of 9.6 percent. This was
the smallest first-quarter increase in retail
food prices since the first quarter of 1976
when meat production was large resulting
from the cyclical drawdown in beef cattle
herd size. Food prices continued to rise
moderately in the second quarter of 1981,
but are expected to increase more rapidly in
the third quarter when meat production,
primarily pork, will be reduced. The fourth-
quarter price rise will slacken, mainly due to
seasonal increases in production of many
foodstuffs.

Forecast Uncertainties

The greatest uncertainty in the food price
forecast is in the estimate for the farm value
of foods. Livestock marketings in the first
half of the year were larger than expected,
reducing the farm value in the first quarter
and limiting its change in the second quar-
ter. Consequently, the 1981 farm value will
likely rise less than expected earlier. The
current forecast of a S- to 8-percent farm
value increase this year would account for
20 to 25 percent of the rise in retail food
prices. The timing of livestock marketings,
weather, and agricultural export demand will
be important in determining the farm value
the rest of this year.

Since retail prices continued to climb in
the first quarter, despite the decline in the
farm value, the farm-to-retail price spread
rose sharply. This caused an upward revi-
sion in the expected annual increase in the
spread. The current estimate of a 10- to
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12-perc'ent increase accounts for more than
half of this year’s food price rise. Higher
costs for energy, transportation, packaging,
and labor will be the major causes. The final
outcome will depend on inflation in these
food marketing costs and on general eco-
nomic conditions.

Prices for fish and imported foods are
forecast to rise 7 to 9 percent this year. The
sizes of world coffee and sugar crops this
year will be important in determining their
prices.

Food prices could be pushed up as much
as 10 percent if increases in the farm value,
the spread, and fish and imported food
prices reach the top of their ranges. Such a
scenario would require livestock marketings
to drop off sooner than expected, domestic
and foreign crop sizes to fall short of expec-
tations, agricultural export demand to rise,
and inflation to worsen. Conversely, a food
price rise of 8 percent would occur if in-
creases in the farm value, the spread, and
fish and imported food prices are at the low
end of their ranges.

Food Product Highlights

Beef prices were restrained as more non-
fed cattle than expected were slaughtered in
the first quarter. This occurred because for-

age supplies were reduced by dry weather,
and because high feeding costs—prices for
feed grains and interest rates for loans—dis-
couraged placement of animals into feed-
lots. In addition, grain-fed cattle (animals
that were marketed from feedlots) were
slaughtered at heavy weights because weight
gain was good and producers held animals
in feedlots longer than usual in expectation
of higher prices. As a result, beef produc-
tion in the first quarter was 6 percent above
year-earlier levels. Consequently, retail beef
prices fell in the first quarter of 1981 (from
the fourth quarter of 1980) and showed little
movement in the second quarter.

Pork production was not reduced as much
as expected. Output in the first quarter was
only 1 percent below the very high levels of
a year earlier, partly due to improved weight
gain. Additionally, when farrowing inten-
tions in the summer and fall of 1980 indi-
cated sharp production cutbacks, the higher
prices that were implied may have caused
producers to reduce production less. As a
result, retail pork prices through midyear
were well below expected levels.

The expected cutbacks in cattle and hog
production encouraged poultry producers
to raise more chickens. Consequently, poul-
try production was about 3 percent higher
in the first quarter of 1981 than a year
earlier. With lower beef and pork prices
and the increase in poultry production,
poultry prices were pushed down slightly
from their late-1980 levels.

Retail beef and pork prices will increase
in the third quarter as meat supplies, pri-
marily pork, will fall. Poultry production
will increase, but as consumers shift away
from higher priced beef and pork, retail
poultry prices will rise as well. However, the
low meat and poultry prices in the first half
of the year will partially offset the third-
quarter price rises, holding down the annual
increases. '

The annual price increase forecast for
dairy products has been revised down to 9
percent. Commercial use of milk is down
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Retail Food Price Changes
1980 and 1981 Forecast

Consumer Price Index
for....

All food
Food away from home
Food at home

Meats
Beef and veal
Pork
Other meats
Poultry
Fish and seafood
Eggs
Dairy products

Fats and oils

Fruits and vegetables

Sugar and sweets

Cereals and bakery products
Nonalcoholic beverages
Other prepared foods

Change from previous

year
1980 1981
Percent
8.6 9
9.9 10
8.0 9
2.9 6
5.7 2
-3.4 11
3.8 5
5.1 7
9.2 10
-1.8 8
9.8 9
6.6 13
7.3 13
22.9 9
11.9 1
10.6 6
10.8 11

|

from last year, and production is up due to
a larger dairy herd and higher average out-
put per cow. The elimination of the April 1
price-support increase also held down
prices.

The price rise forecast for sugar and
sweets has been revised down significantly
—to 9 percent. Consumption has been
lower this year, partly because of increased
substitution of high-fructose corn sweeteners
for sugar. Also, demand for inventories has
been reduced due to high interest rates and
an expected recovery in world sugar pro-
duction this fall. The resulting decline in
global demand for sugar has narrowed the
production deficit and reduced the stock
drawdown. Consequently, wholesale sugar
prices have fallen, with declines in retail
prices likely in the third quarter.

6

Prices for nonalcoholic beverages are
forecast to rise 6 percent above last year’s
levels as lower sugar prices moderate soft
drink price rises. Also, retail coffee prices
fell through midyear due to adequate world
supplies and prospects for a large crop in
Brazil this year.

High peanut butter prices have shifted
the price forecast for fats and oils upward.
Wholesale peanut butter prices, which in-
creased 56 percent from October 1980 to
February 1981 due to the reduced peanut
crop last fall, were passed through to retail
in the first half of the year. More stable
wholesale prices since February should slow
the rise in retail peanut butter prices in the
third quarter. In addition, large supplies of
other fats and oils and reduced export de-
mand for oilseeds have kept downward

pressure on prices for other foods in the
fats and oils category.

The fruit and vegetable price forecast is
also higher. Prices for fresh vegetables and
frozen concentrate orange juice were high
in the first quarter as a result of reduced
supplies following the mid-January freeze
in Florida. This pushed the estimate for the
annual increase in retail fruit and vegetable
prices up to 13 percent. Potato prices will
remain high through the summer, reflecting
reduced supplies. Production of other fresh
vegetables will increase seasonally, pushing
third-quarter vegetable prices down. Fresh
fruit prices in the third quarter will continue
to rise seasonally as citrus harvest declines
and apples are drawn from cold storage.

Cold weather in January reduced the fish
catch, bringing supplies below seasonal
norms. This caused higher-than-expected
retail fish prices through much of the first
quarter and pushed the expected annual
price increase up to 10 percent.

Fourth Quarter Outlook

Increases in retail food prices are ex-
pected to slow in the fourth quarter. Sea-
sonally higher supplies of meats and other
foodstuffs will tend to stabilize prices some-
what. Larger supplies of fruits and vege-
tables in the fall will lower prices. A normal
peanut harvest will likely reduce prices for
peanut butter, further slowing price rises
for fats and oils. Prices for dairy products
will increase seasonally this fall with larger
increases likely if price supports are raised
October 1. | ]
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Foreign Direct
Investment—An
Overview

John M. Connor
(202) 447-6363

The United States has long been the
leader in making private foreign direct
investments (FDI), although American firms
now own slightly less than half of the world’s
stock of FDI, according to a 1978 United
Nations report. This is down from a peak
of over 60 percent in the 1950°s. But, during
the last decade, the United States has also
become the world’s largest host country for
FDI, with investments in the food and to-
bacco manufacturing industries accounting
for about 18 percent of total manufacturing
FDI in 1979.

FDI—the ownership of a substantial por-
tion of the long-term debt or equity of a
foreign corporation—usually implies the
ownership and control of one corporation
by another larger corporation. Almost all
FDI originates from the world’s 1,000
largest corporations. They control affiliates
by full or partial ownership of voting shares,
loans, membership on the boards of direc-
tors, royalty and trademark agreements,
special service contracts, and the placement
of parent-company personnel in key man-
agement positions. FDI differs substantially
from portfolio investment, which was the
dominant form of international investment
during the early part of this century. Port-
folio investment typically involves the pur-
chase of bonds issued by corporations or
governments and gathers the savings of
numerous small investors.

FDI into U.S. Food Manufacturing
Defining the food and agricultural system
very broadly (including tobacco, forestry,
agricultural inputs, and food wholesaling
and retailing), USDA economist Kenneth
Krause calculated that in 1974 about 1,524
foreign affiliates were involved in the food
system, accounting for almost 20 percent of
the total assets, half of the sales, and over
half of the commodity exports of all foreign
affiliates doing business in the United
States. Of all U.S. manufacturers, food and
tobacco firms had the largest amount of
assets controlled by foreign firms. In the
retailing sector, foreign firms wholly or par-
tially owned 23 U.S. grocery firms—ac-
counting for nearly 11 percent of total gro-
cery store sales—as of April 1980. (See
NFR-13.) Foreign investors have entered
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the U.S. food service industry, although to
a small extent. (See Foreign Investment in
U.S. Commercial Food Service Industry, in
this issue.)

In 1974, 17 percent of all manufacturing
FDI into the U.S. was in food processing
and 3 percent in tobacco. This $1.6-billion
FDI in food and tobacco processing in-
creased to $3 billion in 1979, an average an-
nual rate of growth of 17 percent over
1974-79. Food manufacturing ranks third
among the 20 major industry groups (after
chemicals and petroleum) in total inward
FDI; tobacco ranks eighth. FDI into U.S.
food manufacturing, as a proportion of
total manufacturing, appears to have
peaked in 1959 at 38 percent. Inward FDI in
food manufacturing is only about one-third
that of U.S. firms’ investments abroad, but
the gap closed rapidly during the 1970’s.

FDI in U.S. food manufacturing is highly
concentrated in terms of its geographical
origin—Canada alone invested 33 percent
in 1979. Other prominent source countries
are the Netherlands (32 percent), the U.K.
(16 percent), Switzerland (14 percent), and
Belgium (1 percent). Japan accounts for
only 1 percent, and all other countries have
less. Foreign food and tobacco firms also
tend to be located mainly in a few States of
the United States. The geographic distribu-
tion of employment by foreign food manu-
facturing affiliates in 1974 was primarily in

the States of New York (11 percent), New
Jersey (6 percent), Pennsylvania (4 percent),
Ohio (4 percent), Illinois (8 percent), Cali-
fornia (14 percent), and Washington State
(4 percent).

Although much of the total FDI is in the
food and tobacco processing industry, for-
eign affiliates are only a modest portion of
this industry. Based on the latest (1974)
data, the estimated total assets of foreign
food and tobacco manufacturing affiliates
were 6.1 percent of the assets of all U.S.
food and tobacco manufacturers, according
to IRS figures. Their net sales were about 4
percent of the total, but foreign-owned
firms in the United States handle more U.S.
imports and exports than their sales or asset
position would indicate. In 1974, U.S. affil-
iates of foreign firms sold 24.5 percent of
the value of all U.S. merchandise export
trade and bought 30.4 percent of all such
imports. On average, 36 percent of all ex-
ports and 74 percent of all imports of these
companies were intrafirm transactions.
Most trade by U.S. affiliates is with the
parent firms’ home country, especially for
Canadian and Japanese subsidiaries.

Public Concerns About FDI

Public concerns about inward FDI in the
United States are relatively recent. They
surfaced during 1973 when rapidly rising oil
prices created huge dollar surpluses for the
OPEC cartel. Since that time, numerous
books, articles, and reports have addressed
FDI issues.

There is concern that foreign entities,
most of them large multinational corpora-
tions (MNC) with highly diversified product
lines, make decisions about the use of host-
country resources on the basis of a global
profit-maximizing strategy. Some of these
decisions may clash with the host country’s
goals of national food security or indepen-
dence. MNC'’s, because of their flexibility
in setting prices on international trading
within the firm, may be able to avoid corpo-
rate income taxation in some of the coun-
tries where they operate. MNC’s generally
benefit from reduced trade barriers and
may use their influence to oppose restric-
tions that may be in a particular country’s
economic interest. Because foreign food
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manufacturing plants are typically located _
in the more industrialized areas of the

United States, development goals for less Geographic Ownership of the Stock of Foreign Direct Investment
wealthy areas may be difficult to achieve. in the U.S. Industries, 1979
A second group of concerns arises from
the ease with which MNC’s transfer tech- All manufacturing Food
nology internationally. The food industries Country or except petroleum manufacturing
are often regarded as ‘‘key’’ industries. country groups
Countries that have a comparative advan- Amount Proportion Amount Proportion
tage in production or marketing technolo-
gies can lose it quickly if a leading firm is Mil. dollars Percent Mil. dollars Percent
acquired. Also, MI\{C’s have a tendency to Canada 3,617 18.1 838 32.7
perfor.m mc?st of their resea.lrch and develop- Netherlands 3,503 17.5 809 31.6
ment in their home countries, so FDI could United Kingdom 3,466 17.3 308 15.5
alter national scientific and technological Switzerland 2,164 10.8 360 14.1
capacities. For example, some European Belgium 201 1.0 26 1.0
companies with U.S. investments appear to Germany 2,440 12.2 15 0.6
have the lead in biotechnologies, with im- taly 13 0.1 10 0.4
portant applications to food processing. France 1,068 5.3 -157 -0.6
The looming importance of MNC’s in in- ?;22; Europe ?;g g; 32 ?2
ternatlénal trad§ ?.nd finance raises a third Latin America 2,088 104 79 3:1
set of issues. Initially, the balance of pay- Africa, Asia, and Pacific 115 0.6 4 0.2
ment effects of FDI are ‘‘favorable’ to a All areas 20,029 100.0 2,562 100.0
host country as capital flows in. But, over
time new payments are increasingly financed TNegative sign means that loans to the parent com-
from local savings, and dividend and royalty panies exceed equity in the affiliates.
payments to overseas investors begin to out- Source: Survey of Current Business, August 1980.

weigh the new investments and the initial

investment as well. Also, MNC’s tend 0 o————————————

view investments as an alternative to export-

ing; in the long run, national efforts to im- Foreign Direct Investment in the
PTOVZ the balance of trade could be frus-  y.S. Food and Tobacco Manufacturing Industries?
trated.

Increasing intrafirm trade and vertical in- Value of foreign direct investment
tegration by MNC’s may mean that open Year Food Tobacco Total as a
transactions for some food inputs will be- manufacturing manufacturing proportion of all
come a small portion of total transactions. manufacturing
Over time this could affect the pricing effi- -
ciency of cash and futures markets for agri- Million dollars Percent
cult‘uraEI commodities. Finally, the‘vast gqol 1934 64 131 14
of liquid resources may encourage ms?ablhty 1937 97 19 16
or speculation in international financial and 1941 150 29 24
currency markets, especially if the number 1959 7581 1731 38
of MNC’s remains relatively small. 1974 1,384 2441 20

A fourth set of imponderables is the ef- 1977 1,834 324' 16
fect of FDI on competition. Interbehavior 1979 2,562 4521 18

among a few large firms in national markets

- : Teati ¢ . ’
may, because of inward FDI, evolve into a Estimated from other ratios and residuals.

similar anticompetitive situation on an in- 2Every year prior to 1974 available was used.
ternational scale. In the 1970s, for example, Source: Wilkins (1977); Department of Commerce (1976);
Europe’s largest frozen food manufacturer Survey of Current Business, various years.

acquired one of the leading U.S. frozen

foodmakers. If the merger had been initiated
.}

8 National Food Review
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by a U.S. firm, it could have been easily
prevented by U.S. authorities. Though the
merger was challenged, no strong remedy
could be granted by the courts because mar-
kets are legally defined by national boun-
daries in legal matters. MNC'’s, on the other
hand, often view their markets in global
terms.

U.S. Policies Toward FDI

The United States has traditionally
espoused a policy officially characterized as
“‘neutral’’ toward inward FDI. Once a for-
eign company makes the investment, it is
treated the same as a U.S.-based company.
However, prior to the initial investment,
not all proposed foreign investments are
treated equally. The United States restricts
foreign entry into several industries, such as
weapons industries, atomic energy facilities,
energy extraction in federally supervised
areas, some types of fishing and shipping,
and in the regulated communications and
airlines industries.

There are no restrictions on foreign in-
vestment in mining or energy extraction on
private lands (including uranium), news-
papers and magazines, agricultural land,
banking, and several other activities gener-
ally closed to foreign investors in other
countries. Foreign affiliates are treated as
domestic firms with respect to securities
regulation, taxation, and antitrust enforce-
ment. However, the extent of ‘‘extraterri-
toriality’’ in U.S. antitrust laws is still un-
tested; in theory, any act that affects U.S.
commerce, including acts outside the United
States, is covered by these laws, thus jeop-
ardizing the U.S. assets of a foreign com-
pany that violates the law.

The heightened concern during the 1970’s
over foreign investment into the United
States resulted in several new disclosure re-
quirements for foreign investments. The
Department of Commerce is now autho-
rized to collect comprehensive data on both
inward and outward FDI every 5 years, with
supplementary annual surveys, and USDA
is authorized to collect and analyze data on
foreign ownership of U.S. land. The Inter-
agency Committee on Foreign Investment
in the United States was set up in 1975 to
coordinate U.S. policies. Because of the use
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of tax haven countries for foreign owner-
ship, other laws now require disclosure of
the ultimate beneficial owners of an asset.
Using this authority, a report on 1979 FDI
by the International Investment Division
found that a considerable portion of FDI
attributed to residents of the Netherlands
Antilles was ultimately owned by residents
of several OPEC countries.

During 1976-77, over 40 bills were intro-
duced in Congress calling for increased data
collection, disclosure, controls, or screening
of inward foreign investment. Many of these
bills were reintroduced in the current ses-
sion of Congress, but even though FDI is
higher than ever, interest in new restrictions
is not as keen as it was 2 or 3 years ago.
Various proposals for screening new invest-
ments may have the most support. Some
are based on the model of the Canadian
Foreign Investment Review Agency (FIRA)
established in 1974. FIRA approves foreign
investment proposals on a case-by-case basis
if they are expected to foster greater national
income, employment, exports, domestic effi-
ciency and variety, competition, and Cana-
dian ownership, and are compatible with
other national policies. FIRA now screens
about 800 investments per year, and over 80
percent of the proposals are approved. Re-
jected firms can negotiate new terms in con-
fidential proceedings. An extraterritorial fea-
ture of FIRA rules may require divestment of

. Canadian assets if the foreign parent is in-

volved in a merger not regarded as in Cana-
dian interests.

The Canadian model may provide a solu-
tion to the problem of improving national
benefits from inward FDI. However, the ef-
fectiveness of screening has not been ade-
quately assessed, and adoption of such a
program would require abandonment of the
overriding U.S. principle of ‘‘neutrality’’ if

. it were to be applied to established affiliates

as well as new foreign investment. More-
over, screening involves increased regula-
tion that is likely to discourage a few invest-
ments. These features, combined with the
fact that the U.S. State Department is
charged with facilitating foreign invest-
ment, make adoption of investment screen-
ing unlikely at this time, according to a 1980
report by the General Accounting Office.
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Foreign Investments
in U.S. Commercial
Food Service

N. Seigle
(202) 447-6365

At least $2.7 billion of the over $93 bil-
lion in U.S. commercial food service
sales last year were made by 58 firms affili-
ated—in one form or another—with foreign
investors.

Sales for the U.S. commercial food ser-
vice industry, which includes food contrac-
tors, eating and drinking places, hotel and

motel restaurants, recreation and sports
centers, caterers, and vending retailers,
reached nearly $94 billion in 1980. Of the 58
foreign-affiliated firms, sales data through
annual reports and industry estimates were
available for only 34. These 34 accounted
for $2.7 billion, or 2.8 percent of the indus-
try total. The remaining 24 firms were pri-

vately owned, franchises, or divisions of
companies for which separate sales figures
are not reported.

Foreign investors’ involvement in U.S.
corporate structures range from complete
ownership to joint ventures and franchising
all or some units. Twenty-eight foreign firms
own their U.S. affiliates outright, while nine

Foreign Investments in Multi- Unit Food Service Operations in the U.S., 1980

Foreign Investor

Imperial Group, Ltd., UK
Hanson Trust, Ltd., UK
Trust Houses-Forte, Ltd., UK

Empire International Restaurant,
Ltd., UK

Unilever, Ltd., UK

United Biscuits, Ltd., UK

J. Lyon & Co,, Ltd., UK

Imasco, Ltd., Canada

Scott's Restaurant Co., Ltd.
Canada

Prime Food Systems, Ltd.
Canada

Keg Restaurants, Ltd., Canada
Mother’s Pizza Parlor and
Spaghetti House, Ltd., Canada
Cara Operations, Ltd.
Canada
Champs Food Systems, Canada
Mr. Greenjeans, Canada
Mr. Submarine, Ltd., Canada
Old Spaghetti Factory, Canada
Swiss Chalet Bar-B-Q, Canada
Country Style Donuts, Canada
Mike’s Submarine, Canada
Smitty’s Pancake House,
Canada
St. Hubert, Ltd.
Multi Restaurants, Inc.
Canada

U.S. Company
Date of Annual Share of
major Extent of sales and total U.S.
Name investment foreign Stores’ revenues commercial
: or investment! 1980 food service
acquisition dollars? sales®
Percent Number Million Percent

Howard Johnson 1980 100 525 4918 .52
Interstate United Corp. 1977 100 800 3505 .37
Hobo Joe’s 1971 100 100 555 .06
Colony Kitchens 1978 80
Trust-Forte Food Service, Inc. 100
Richoux 1979 100 2 35% .04
Lawry Restaurant 1975 95 2 36 .003
Ruggles 1978 100 2 36 .003
Baskin-Robbins, Inc.? 1973 1 2,300 4 NA%4
Hardee’s Food Systems, Inc. 1976 100 1,287 3008 .32
Scott’s Family Restaurant, Inc. 1975 100 40 566 .06
Hy's of Canada 1971 100 4 206 .02
Hy’s of Hawaii 80
Kobe Steak (Calif.) 80
Kobe Steak (Hawaii) 66
Keg Restaurant, Inc. 1980 100 6 8.5 .009
Mother’s Pizza Parlor 1977 50 6 7.2 .008
Cara Flight Kitchen 1979 100 1 76 .007
Swiss Chalet 1980 100 3
Mother Tucker’s 1980 100 5 76 .007
Mr. Greenjeans 1980 100 3 68 .006
Mr. Submarine4 1976 1 4 64 .006
Old Spaghetti Factory 1976 50 4 6 .006
Swiss Chalet Bar-B-Q* 1979 ! 4 646 .006
Country Style Donuts?* 1979 1 5 546 .005
Mike’s Submarine 1979 100 4 48 .004
Smitty’s Pancake House* 1979 1 3 2,448 .003
St. Hubert’s Roasted Chicken 1979 100 1 26 .002
Les Rotisseries 1978 100 1 1.78 .002

5 —
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Foreign Investments in Multi- Unit Food Service Operations in the U.S., 1980

Foreign Investor

Grandma Lee’s, Canada
Gold Tex Foods, Ltd., Canada

Friederick Frick Industrial
Holdings Co.
West Germany

Wienerwald Holdings, AG
Switzerland

Nestle Alimentana, SA
Switzerland

Movenpick Enterprises, Ltd.
Switzerland

Sodexho, SA, France

Les Grand Moulins de Paris,
France

Estabissement Economiques
du Casino, France

Frere Jacques Restaurant Co.,
Inc., France

Hiroak’ Aoki, Inc. (Rocky Aoki,
Inc.), Japan

Sugano, Ltd., Japan

" Yoshinoya, Ltd., Japan

Mitsukoshi, Ltd., Japan

Hokkoku Shoji Co., Ltd., Japan

Japan Airlines, Japan

Tokyo Boeki, Ltd., Japan

Government of the People’s
Republic of China, China

Government of Hungary, Hungary

UP Hotels, Ltd., India
Shezan, Inc., Pakistan

lincludes direct/indirect holdings; foreign investor
owns corporate name and may operate some units.

2Annual sales-industry estimates may not refiect
foreign investors’ total sales of other operations.

3$93.6 billion preliminary commercial foodservice

sales-1980.

Name

Grandma Lee’s*
Tiffany’s Bakeries, Inc.4
Dipper Dan*

W. R. Grace Restaurant Group:

Grace Restaurant Co.
New American Restaurant Co.
Jojo; Del Taco (W. R. Grace)
Wienerwald
Lums*
IHOP
Ranch House
Love’s
Copper Penny
Stouffer Corp.
Rusty Scuppers
Jacques Borel Group
Movenpick, Inc.

Ancorp
Vie de France

Caf’ Casino

La Vie en Rose

Casa di Pompei

Benihana of Tokyo
Oriental Xpress

Gourment Sandwich Shops
Beef Bowl

Mitsukoshi

Dosanko Restaurant
Ginza Berkey Restaurant
Tokyo Boeki Restaurant
Yae Japanese Steakhouse
Sichuan Pavilion

Hungar Restaurant

Gaylord’s Indian
Shazan Restaurant?

sales not available.

”Not available.

U.S. Company
Date of
major Extent of
investment foreign Stores!
or investment!
acquisition
Percent Number

1980 1 3
1971 1 200
1980 1 100
1976 31 550
1974 100 837
1978 1
1979 51
1973 100 230
1980 100 2
1978 100 7
1979 60 9
1977 100 5
1977 100 4
1964 100 45
1980 50 2
1979 100 6
1975 100 10
1979 100 1
1974 100 7
1977 100 2
1978 100 7
1980 50 1
1978 100 1
1974 100 2
1978 4 2

S5Total US sales-industry estimates.
6U.S. restaurant sales-industry estimates.

4Foreign investor licenses name-parent corporation

Annual

sales and
revenues

1980

dollars?

Miilion

NA47
NA47

6008

39045

1725

2.56

675
116

7.58
5.56
61.6°

155
145
2.58
NA7
NA7
NA7

NA7
NA7

NA7
NA7

Share of
total U.S.
commercial
food service
sales?

Percent

NA47
NA47

.64

.42

.18

.003

.07
.01

.008
.006
.07

.02
.02

.003
NA7
NA7
NA7

NA7
NA7

NA7
NA7

Sources: Nation’s Restaurant News; Service World In-
ternational; Restaurant Business; Restaurants/Institu-
tions; National Restaurant Association; International
Franchise Association; Industry sources.

L
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others own at least a 50-percent interest of
U.S. affiliates. Eight foreign firms were
franchisors that licensed their name and
products to independent franchisees who
are subject to franchisors’ standards and"
controls which relate to menu, product
quality, service, and sanitation. Eleven for-
eign companies had both licensed and com-
pany-owned operations.

Source Countries

With 18 firms, Canada is the leading
source country for foreign investment in
terms of number, but it trails the United
Kingdom in sales volume. The 18 Canadian

companies have direct or franchisor interest
in 20 American affiliates with $447 million
of sales accounting for 16.5 percent of total
food service sales by foreign-affiliated firms.
The United Kingdom, with 7 parent firms,
is the second largest source country by
number of firms but accounts for a dispro-
portionally large 33.6 percent of all foreign-
affiliated food service sales ($905 million).
Japan also has 7 parent firms, but accounts
for only 3.4 percent of foreign food service
sales. Although West Germany has interest
in only one major food service company,
W. R. Grace, it accounts for about 22 per-
cent of food service sales by foreign affili-

Foreign Investment in U.S. Commercial Food Service, 1980

Total annual Total annual
sales-1980 sales as a
percent of
Country total
commercial
food service
sales
Dollars Percent
United Kingdom 905,500 97
West Germany 600,000 .64
Switzerland 564,500 .60
Canada 446,800 .48
Japan 93,100 .10
France 91,000 .09
China NA' NA
Hungary NA NA
India NA NA
Pakistan NA NA
Total 2,700,900 2.88

1Not Available.

Total annual  U.S. firms  Foreign firms
sales asa  with foreign with U.S.
percent of investors interest

total foreign

investor
sales
Percent Percent Number Percent Number
33.6 15.6 9 15.9 7
22.2 8.6 5 2.3 1
20.9 10.3 6 6.8 3
16.5 345 20 40.9 18
3.4 15.6 9 15.9 7
3.4 8.6 5 9.1 4
NA 1.7 1 2.3 1
NA 1.7 1 2.3 1
NA 1.7 1 2.3 1
NA 1.7 1 2.3 1
100.0 100.0 58 100.0 44

Number and Percent of Foreign Investments in
U.S. Commercial Food Service Industry

Year Investments Investments
Number Percent
Before 1970 1 2
1970-1975 11 22
1976-1979 28 56
1980 10 20

i2

Year Investments Investments
Number Percent
Before 1970 1 2
1970-1977 20 40
1978-1980 29 58

ated firms. The People’s Republic of China,
Hungary, India, and Pakistan also have one
operation each, but sales data are not avail-
able. The expected acquisition of Victoria
Station stock by American Values N.V. will
mark the first entry into the U.S. food ser-
vice industry by a firm incorporated in the
Netherlands Antilles.

Industry Characteristics

The first significant foreign investment in
the U.S. commercial food service sector
began with Benihana of Tokyo (a Japanese-
style steakhouse) in 1964. By 1975, 11 for-

.eign owned firms or franchises operated in

the industry, and as of December 1980, the
number of foreign firms had grown to 44
with franchisor or other type of proprietary
interest in 48 U.S. operations.

Foreign investment into the U.S. food
service industry has generally occurred
through horizontal market extension by
other food service firms, rather than through
conglomerate mergers. Some notable excep-
tions include Frick Industrial Holding Com-
pany (a West German heavy industry con-
glomerate), Nestle’ Alimantana of Switzer-
land (primarily a food manufacturing con-
glomerate), Sodexho (a worldwide hotel
company based in France), and the Govern-
ments of The People’s Republic of China
and Hungary.

The 58 U.S. affiliates of foreign firms
vary widely in sales and corporate structure.
The U.S. companies range in size from 1
unit to 2,300 units and in annual sales from
less than $1 million to over $590 million.
Eight U.S. affiliates of foreign firms re-
ported 1980 sales of over $100 million, in-
cluding the British-owned Howard John-
son’s and the Canadian-owned Hardee’s,
which were ranked among the top 25 U.S.
food service firms according to sales vol-
ume. Four foreign firms ranked among the
top 50 and six among the top 100. Most for-
eign investors were associated with com-
panies with annual sales under $50 million.

With a few major exceptions, such as
Howard Johnson’s and Hardee’s, located
on the east coast, Scott’s, mainly in Florida,
and those in New York City, the U.S. affili-
ates of foreign firms are not generally con-
centrated in any given region. ]

National Food Review
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Re-pricing in
Grocery Stores

Gerald Grinnell
(202) 447-6363

The practice of stamping one price on
top of another price has traditionally
ranked high on the list of complaints con-
sumers have about supermarkets. Largely
due to rapidly rising food prices, opposition
to re-pricing ran highest during the 1970’s,
and numerous attempts were made to legis-
late re-pricing bans at the national, State,
and local levels.

Grocers are not unanimous in their opin-
ion of re-pricing. Some contend that the
benefits derived are not worthwhile, consid-
ering the amount of consumer dissatisfac-
tion that it generates. Others, probably
most, say that after a sale they must re-price
the remaining stock at the presale level, and
many also want to raise prices as soon as
they have to pay more for the merchandise
they purchase.

The Alternatives

Another important reason why re-pricing
is such a widespread practice is that the
alternatives are not always satisfactory.
Grocers could have different prices on dif-
ferent packages of a product on the shelf at
one time, or they could allow all packages
of a product to sell out before re-stocking at
a higher price.

The advent of Universal Product Code
(UPC) scanners now makes possible a third
option: to end price marking of packages
entirely and to rely instead on price tags af-
fixed to the shelves. UPC scanners read a
bar code on each package which identifies
the product so that a computer can search
its memory for the price which is then
printed on the cash register tape. A store
operator only has to enter the appropriate
prices in the computer’s memory. This op-
tion is not available in Connecticut, Rhode
Island, Michigan, Minnesota, New York,
and Massachusetts where price marking is
required by law.

Many supermarket operators would pre-
fer to end all price marking because this
would simplify operations and reduce costs
while reducing consumers’ complaints about
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re-pricing. But to do this supermarkets have
to install UPC scanners, which usually cost
more than $100,000 per supermarket. About
3,500 of the Nation’s 25,000 or so super-
markets had scanners in April 1981, and
over 100 stores are installing them each
month.

The alternative of allowing shelves to be-
come depleted before re-stocking causes so
many problems it is unlikely to be given
serious consideration. At any given time,
many products would be out of stock and
clerks would need to check the aisles con-
tinually to see what items needed re-stock-
ing. A large storeroom would be needed to
hold reserve merchandise and it would be in
constant disarray as clerks moved cases
around to find products required out front.
Store operators prefer to do most re-stock-
ing at night or when customer traffic is light
to minimize disruption. It also is much more
efficient to re-stock an entire aisle at one
time because cases often are stacked on
pallets or carts in the same sequence as they
are displayed along the aisle.

Different prices on different packages of
the same product, though much less trou-
blesome than the other options, also pose
problems. When consumers know there
may be two or more prices, they often will
paw through the merchandise looking for a
package with a lower price. This can create
an unattractive store appearance, requiring
clerks to fix displays continually, a task
which adds to costs. Store operators con-
tend that checkout clerks make more mis-

takes because they assume all packages of a
product have the same price. And having
two or more prices for the same product
does not eliminate complaints; rather, it
results in a new set of complaints.

Many stores now provide unit-price in-
formation—a tag is put on the shelf telling
the price per ounce, pound, count, or other
appropriate physical measure. Unit pricing
is required by law in some places. Re-pricing
restrictions and unit pricing may be incom-
patible—if two packages of the same prod-
uct have different prices, must the stores
post two unit prices?

Stores that use UPC scanners face a spe-
cial problem if re-pricing is banned. They
cannot have two prices for different pack-
ages of a product unless the computer is in-
structed to sell a specified number of pack-
ages at the old price before switching to the
new price. Even then, if prices are marked
on the packages, there is no assurance that
customers will always pick up the packages
with the lower price first. Those who are
charged the lower price for packages marked
with the higher price are not likely to com-
plain, but those who later pick up a package
marked with the lower price and are charged
the higher price probably will.

When store operators with UPC scanners
are forbidden to re-price merchandise, they
usually either destroy the UPC symbol on
each package to force checkout clerks to
manually enter the price marked on the
package, or they prepare new UPC labels in
the store to replace those already on the
packages. Alternatively, they could end
price marking altogether if permitted by
law, or allow shelf stock to become depleted
before re-stocking. Adoption of UPC scan-
ners probably would be sharply curtailed in
areas where price marking is required and
re-pricing is banned.

Experience with Repricing Bans

When local governments have tried to
ban re-pricing, problems have cropped up.
Dade County, Fla., passed an ordinance
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banning re-pricing in grocery stores but it
was declared unconstitutional before it
could be implemented in 1978. The U.S.
District Court, Southern District of Florida,
ruled that the ordinance was vague, arbi-
trary, capricious, and discriminatory.
Nassau County, N.Y., enacted an ordinance
which was in effect for 1 year but was not
renewed because of Dade County’s court
ruling and because of enforcement prob-
lems. For example, it was not possible to
determine when a price had been changed if
the old price mark was first removed. The
enforcement agency (the county’s depart-
ment of consumer affairs) also found some
instances where consumers who were angry
with a store moved price stickers among
products and claimed that the store had vio-
lated the law.

Neighboring Suffolk County, N.Y. has a
re-pricing ban now in effect for food stores.
The law initially did not allow re-pricing of
sale items at the presale level but was
amended because the stores reacted by put-
ting fewer products on sale. Consistent with
Nassau County’s experience, Suffolk Coun-
ty also encountered numerous enforcement
problems. For example, the county must
prove that a package with two price mark-
ings was not formerly on sale at the lower
price. At this time, the Suffolk County law
is being enforced only when complaints are
received, and the county is reported to be
considering an end to the ban.

Enforcement officials in both Suffolk
and Nassau Counties question whether con-
sumers actually benefit from re-pricing
bans. They cite a 1975 study at Rutgers
University that found that additional oper-
ating costs and a direct loss of revenue due
to not re-pricing amounted to about 0.5
percent of sales. The supermarkets raised
prices throughout the store to offset these
additional expenses and lost revenues. That
portion of the price increase that was used
to offset the revenue losses is a transfer
from one set of consumers to another with
no net loss to consumers as a whole. How-
ever, that portion of the price increase that
was used to offset the higher operating ex-
penses does represent a net increase in con-
sumer expenditures, adding about 0.25 per-
cent to their food bills.
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New York also has a unit-pricing require-
ment which, when combined with the re-
pricing restriction, contributed to consumer
confusion. The State law stipulates that
unit-price information must be displayed
for each price at which an item is offered
for sale. Alternately, a store may display
unit-price information only for the highest
price at which an item is offered for sale,
provided that a statement is added indicat-
ing that packages are also available at a
lower price and that the unit price informa-
tion is based upon the highest selling price.

Nevertheless, based on their experience
with re-pricing restrictions, enforcement
officials have found that many consumers
are very sensitive about food prices; they
get upset when prices are changed, when
different prices are marked on different
packages of the same product, and when
price marking is eliminated entirely. The
Rutgers study also found that although a
no-repricing program increased overall
food costs, it contributed to consumer con-
fidence in the accuracy of price marking
and had a high level of acceptance by con-
sumers.

In summary, while many consumers want
re-pricing to end and believe it is easy for
supermarkets to do so, the retailers have
not found an easy solution. However, the
re-pricing issue is likely to diminish as the
use of UPC scanners increases. Several large
supermarket firms have already indicated a
strong desire to eliminate price marking
once scanners are installed. |
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Productivity in
Grocery Warehouses:.
Actual vs. Potential

Lawrence Friedman and Gerald Grinnell
(202) 447-6363 .

The modern grocery warehouse is more
than a simple storage facility. For the
chain store and the large independent re-
tailer the warehouse has become the place
where basic decisions are made about prod-
uct lines, pricing, and promotional activi-
ties. The warehouse also provides services
such as accounting, employee training,
advertising, and financial assistance.

The prices and selection of grocery items
available to consumers depend partly on the
efficiency with which warehouses perform
all these functions. However, labor produc-
tivity in grocery warehouses has improved
little since the late 1960’s. Some industry
observers argue that this is because of in-
creased product lines, reduced employee
effort, restrictive union work rules, new
functions at the warehouse, Government
regulations, and slowed development of
new technologies.

A 1977 USDA-sponsored study explored
whether food wholesalers are doing all they
can with current technology and found that
labor productivity could be increased at
least 25 percent in many warehouses by
adopting more efficient practices. If these
changes had been adopted industry-wide in
1980, $630 million could have been saved.

USDA'’s study specifically examined the
gap between the actual and potential pro-
ductivity of labor in nine dry grocery ware-
houses. These warehouses were operated by
food chains, voluntary wholesalers (who
franchise independent retailers), and coop-
erative wholesalers (which are owned collec-
tively by retailers). A small, medium, and
large warehouse was studied for each type
of ownership.

In addition to comparing actual and po-
tential productivity, the study considered
the applicability of newer, large-scale equip-
ment for selecting the items ordered by the
stores. The study only examined productivity
factors that could be controlled by ware-
house managers and, therefore, excluded
evaluation of possible effects of factors
such as union work rules and Government
regulations.
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Actual Versus Potential Labor Productivity in Grocery

Warehouses
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Potential Improvements in
Labor Productivity

Current Attainable

Function Actual standard standard
Labor-hours per 1,000 cases’
Receiving 251 2.55(-2) 1.70 (32)
Put Away 2.45 1.18(52) 1.07 (56)
Replenishment 2.34 1.71(27) 1.16 (50)
Selection 7.76 7.04 (9) 5.46 (30)
Loading 2.64 2.22(16) .86 (67)

All functions,
except repack

selection 17.74 14.70 (17) 10.22 (42)

TNumbers in parentheses denote percentage savings
compared to actual labor hours for the same function.
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Study Design

For each of the warehouses, the pilot
study established three levels of productivi-
ty: actual, current standard, and attainable
standard. Actual productivity is simply the
level of productivity (measured in labor
hours needed to handle 1,000 cases) achieved
by a warehouse using the schedules, equip-
ment, and procedures of the present man-
agement. Current standard is the level of
productivity judged to be feasible with rear-
rangement of shipping and receiving sched-
ules to better balance the workload from
day to day. It also involves improvement of
assignments and supervision of workers on
specific tasks. Improved assignment and
supervision involve determining the time re-
quirements of a task, making proper labor
allocations, and carefully monitoring the
performance of workers to ensure that they

do not exceed the allotted time. Attainable
standard is that level of productivity judged
to be feasible by improving product han-
dling methods and, where necessary, mak-
ing small changes in physical facilities and
equipment.

Productivity at these three levels was
measured for each of five warehouse opera-
tions: receive, put away, replenish, select,
and load.

Study Results

On average, if the firms made the changes
needed to reach current standard they could
reduce their direct labor requirements by 17
percent. The gap between actual productivi-
ty and current standard was greatest in the
‘‘put-away’’ operation, the process of mov-
ing items from the receiving dock to reserve
storage areas.

The study found that if the warehouses
achieved the attainable standard of produc-
tivity, they could reduce their labor require-
ments by 30 percent of current standard
and 42 percent of their actual levels. The
greatest potential for productivity improve-
ment was in the receiving and loading oper-
ations, via increased use and fuller loading
of carts and pallets. When goods are dead
piled—stacked directly on the truck floor—
time is lost, as each case must be handled
individually in both loading and unloading.

Other productivity improving changes in-
cluded reducing travel within the warehouse
(by selecting more of the merchandise from
two-level selection racks instead of one
level, and by storing more products in 2-
and -3-deep pallet racks instead of 1-deep
racks), moving pallets fewer times, carrying
more pallets per forklift load, and increasing
the size of store orders.

The study examined two types of large-
scale equipment for the selection of store
orders. One system is a ‘‘pick-to-conveyor”’
operation that involves manual selection of
merchandise from pallets and placement on
conveyor belts which bring the cases to the
loading area. The other system is an auto-
matic ‘‘vending machine’’ which makes the
selection as well as moves the items to the
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loading dock. Each system can be adapted
to handle only those items whose turnover
is high enough to justify use of the equip-
ment.

The data needed to assess the costs and
benefits of these systems were available for
only three of the nine warehouses. Based
upon an analysis of equipment costs and
labor savings, a limited *‘pick-to-conveyor”’
system was found to be justified; the auto-
mated system was not. For hypothetical
warehouses, an analysis of a ‘‘pick-to-con-
veyor’’ system showed that reductions
beyond the attainable standard were possi-

ble, amounting to 7 percent of actual labor .

requirements.

In summary, from actual to current stan-
dard producitivity the potential savings in
direct labor were 17 percent, 25 percent
from current to attainable standard, and 7
percent from attainable to a pick-to-con-
veyor system, for a total saving of 49 per-
cent of actual labor requirements. However,
several factors including risk, uncertainty,
strained labor-management relations, and
implementation costs and difficulties make
it impractical for all warehouses to adopt all
of the changes. Nevertheless, it appears that
if firms had enough information to make
rational decisions on the possible changes,
they ought to realize at least one-half of the
projected savings—that is, reduce their
direct labor requirements by 25 percent.
Assuming the sample warehouses are typical,
this represents a potential reduction equal
to 0.32 percent of retail sales, or $630 mil-
lion for the industry in 1980. Part of these
gains would be needed to pay implementa-
tion costs.

Assessing the costs and benefits of pro-
ductivity-enhancing changes can be expen-
sive and difficult for a single warehouse to
undertake. But a joint-firm research and in-
formation dissemination program may be
an economical way to identify potential
productivity improvements and to provide
information that individual firms can use. W
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Motor Carrier Act
of 1980

T. Q. Hutchinson
(202) 447-8487

The Motor Carrier Act of 1980, signed
into law last July, is intended to pro-
mote competitive and efficient service by
encouraging more rate and service options
and promoting intermodal transportation.
Market forces, rather than rulings of the In-
terstate Commerce Commission (ICC), are
now the preferred means of bringing change
in the motor carrier industry.

For the food sector, the act chiefly affects
the distribution of processed foods and farm
inputs. Unprocessed farm products were
not regulated under the prior act and this
exemption continues. Other farm-related
products have been added to exempt status.

The 1980 Act also provides an opportuni-
ty for food distributors to cut costs by mak-
ing more trucks eligible to transport food
products. In addition, the act allows food
manufacturers and wholesalers to offer dis-
counts to their customers if they pick up
their own purchases, a practice that was
previously banned.

Background

The Motor Carrier Act of 1935 was passed
during the Great Depression when the in-
fant trucking industry was a haven for those
needing employment. Long hours of driv-
ing, unsafe equipment, rates that barely
covered operating costs, inadequate insur-
ance, and other problems prevailed.

Truck manufacturers with an oversupply
of trucks were eager to sell on credit, which
contributed to easy entry into the industry.
To correct these problems, attempts were
made to suspend antitrust laws and estab-
lish codes of “‘fair’’ competition. Equally
important was the then-popular view that
governments should intervene in the market
to ensure delivery of goods at fair prices.

In this atmosphere, the Congress regu-
lated trucking along the same lines as rail-
roads. Big shippers, railroads, large truck
companies, and the ICC all wanted truck
regulation. If the intent of the 1935 Act was
to establish a relatively stable industry, re-
duce competition among participants, and
maintain relatively stable rate levels, it must
be judged a success.

The economic climate preceding the
Motor Carrier Act of 1980 was very differ-
ent from that of 1935. The regulated motor
carrier industry had grossed $41.2 billion
and accounted for an estimated 38 percent
of all motor transportation revenues in
1979. It was characterized by the congres-
sional committee drafting the 1980 Act as:
“, .. for all intents and purposes a healthy .
industry.”’

Many analysts contended that the 1935
Act created a special set of costs in the form
of decreased services (many rural communi-
ties lacked service by common carriers) and
higher rates. Certain route restrictions im-
posed by the ICC resulted in inefficient fuel
consumption. For example, some regulated
truckers were required to travel an out-of-
the-way route to certain destinations. Since
unregulated trucking accounted for more
than one-half of all intercity transportation,
the desirability of regulation for the indus-
try could be questioned.

Entry Provisions

Under the 1935 Act, entry to the regu-
lated truck industry was severely restricted.
Companies had to demonstrate that they
were ‘‘fit, willing, and able’’ to provide the
transportation services in question. In addi-
tion, applicants had to show that present or
future public convenience or necessity re-
quired the proposed service. In the early
years of the 1935 Act, the ICC required ap-
plicants to prove that the new service would
not endanger or impair operations of exist-
ing carriers. Truck lines, railroads, and pri-
vate citizens were allowed to protest appli-
cations, with the burden of proof on the
applicant.

The 1980 Act retains the fitness test, but
substantially eases other tests. Applicants
must now show only that the proposed ser-
vice will serve as useful public service con-
sistent with the public convenience and
necessity.

Firms wanting to provide service to a
community not regularly served by a com-
mon carrier trucker (one that hauls within
the scope of its operating rights any goods
offered by the public) or to provide service
directly substituted for recently abandoned
rail service face even less stringent entry
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tests. They need only demonstrate that they
are ‘‘fit, willing, and able’’ to provide ser-
vice.

To provide additional hauling opportuni-
ties for owner-operators, the act authorizes
truckers to obtain operating rights to trans-
port food and agricultural fertilizers, if the
transportation is provided with the truck
owner in the vehicle. In addition, the ton-
nage of these products must not exceed the
annual tonnage of exempt agricultural com-
modities transported by the same motor
vehicle. This provision could increase the
incomes of owner-operators and decrease
the transportation costs to food distributors.
However, only 69 owner-operators filed for
operating rights in the 9 months following
passage of the act; 58 of these had no prior
operating rights.

In that same period, 1,145 motor com-
mon carriers for the first time filed for
operating authority, a 137-percent increase
over the average daily number of filings for
the 6 months prior to passage. During the
same 9 months, 9,840 motor common car-
riers filed for extensions of existing operat-
ing authorities—an average daily reduction
of 16 percent. Since the ICC granted nearly
all requests for authority during 1980, many
carriers held their desired authority on the
day the act was passed. Many extensions
have been quite broad—at least one certifi-
cate allowing the hauling of general com-
modities nationwide has been approved, so
extensions are likely to be equally signifi-
cant as new entrants.

The degree to which competition has been
enhanced by these filings can’t be assessed
yet. Many carriers involved aren’t equipped
to offer a high level of service to all their
potential customers. Nor is there an indica-
tion that motor carriers are expanding ca-
pacity to achieve their new service poten-
tial. Shipments of truck trailers from manu-
facturers declined 22 percent in the second
half of 1980. Average monthly shipments of
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truck trailers during 1980 were 40 percent
below record-setting 1979. At the same
time, intercity shipments by truck declined
nearly 12 percent during 1980, indicating a
sharp reduction in overall demand for
trucking services due to the economic
downturn.

Rate-Making Under The Act

The 1980 Act substantially changed the
conditions under which regulated motor
carriers may raise or lower their rates. In
the past, the ICC granted general rate in-
creases to offset already experienced cost
increases. The new act specifically requires
the ICC to take into account foreseeable
future costs. While this provision alone
would tend to encourage rate increases, it is
offset by other competition increasing pro-
visions which should tend to retard rate in-
creases.

The act now allows rates to freely fluctu-
ate 10 percent above or below reference
points based on previous rates. In general,
rates can be lowered more than they can be
raised under this provision. The ICC can
also broaden the zone by 5 percentage points
in any single year.

More freedom in rate setting is intended
to encourage carriers to offer a number of
rate service packages tailored to the needs
of individual shippers. Substantial benefits
to both shippers and regulated carriers could
result. However, only a few filings under
this provision have been received by the
ICC. The hesitancy of carriers to file rate

service packages is thought to be due in part

to the increased uncertainty resulting from
the loss of antitrust immunity afforded by
the previous system.

Food Transportation

For the food industry these changes could
be significant. In the past, the Federal Trade
Commission has inhibited food or grocery
sellers using a uniform zone delivery pricing
system from offering a discount to buyers
who pick up food and grocery products at
the seller’s warehouse. The 1980 Act now
makes clear that granting of such discounts
is lawful provided: (a) they are made avail-
able to all buyers on a nondiscriminatory
basis, and (b) the discount does not exceed

the actual cost that would be incurred if the
delivery were made in the seller’s truck.

Congress would like to see such discounts
passed on to ultimate consumers. The ICC
is directed to monitor the extent to which
such savings are, in fact, passed on and to
report its findings to Congress each year.
All food manufacturers and distributors—
whether they offer discounts or not—are to
be monitored.

On the surface, this provision appears to
offer opportunities to realize additional ef-
ficiencies in food distribution, but savings
may be quite limited. Although studies have
shown that trucks carrying groceries seldom
have full loads, there is no evidence that ad-
ditional pickups from wholesalers would
provide much greater efficiency. Trucks
moving from retailers to wholesalers appear
likely to move empty, whether owned by
wholesaler or retailer.

Cooperative Associations

In recent years, farmer cooperatives were
permitted to haul nonfarm or nonmember
goods so long as they did not exceed 15 per-
cent of their total annual interstate tonnage.
This limitation has been increased by the
act to 25 percent of total tonnage.

In 1975, only 106 of 1,265 cooperative
associations surveyed indicated that they
conducted operations under the pre-1980
Cooperative Exemption. Less than 4 per-
cent of all trips made by these associations
involved nonmember goods. While some
cooperatives may use the increased tonnage
limitation to expand their market and/or
improve operating efficiency, the overall
impact does not promise to be large. Coop-
eratives utilizing this provision must file all
reports required by the ICC and must allow
the ICC to inspect their lands, buildings,
equipment, and records.

Farmer cooperatives enjoy the same right
as any other firm to seek motor carrier op-
erating rights. In 1975, more than 5 percent
of cooperatives owning or leasing trucks
held operating rights from the ICC. Such

17



Marketing

rights are not subject to the restrictions im-
posed by the Cooperative Exemption. Co-
operatives wishing to expand their transpor-
tation activities or offer new transportation
services are most likely to file applications
for appropriate authority with the ICC. At
this time nearly 99 percent of all such appli-
cations are being approved.

Other Provisions
The 1980 Act made substantial additions
to the list of exempt commodities—com-

modities not affected by ICC economic -

regulations. These exemptions were pre-
viously restricted to unprocessed agricul-
tural commodities and certain seafood and
poultry products. Used shipping pallets and
used empty shipping containers (including
van containers) have also been exempted,
which is of special importance to food dis-
tributors. This exemption will permit ship-
pers to more freely negotiate the return of
such equipment for re-use and substantial
savings in distribution costs could result.

The 1980 Act has removed restrictions on
intercorporate hauling for compensation
among members of a corporate family pro-
vided all participating subsidiaries are
wholly owned by the parent corporation.
Although the 100-percent ownership rule
restricts the number of potential partici-
pants, by early April 1981, more than 500
filings covering nearly 6,000 subsidiaries
had been received by the ICC. Intercorpo-
rate hauling offers added efficiency through
. an ability to adjust rapidly to changing dis-
tribution needs.

Regulated motor carriers can now pickup
or deliver a trailer moving in trailer-on-flat-
car (TOFC) service at any point on the route
of the rail carrier, provided the motor car-
rier is authorized to serve both the starting
and destination points of the shipment. Pre-
viously motor carriers were not necessarily
permitted to serve all points along a given
route. As a result, only a relative few car-
riers could pick up or deliver at railroad
TOFC terminals. This new provision should
increase the number of motor carriers offer-
ing service at TOFC terminals, thus enhanc-
ing both the competitive environment and
the available efficiency of different modes
of TOFC service. ]
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Health Foods—
Finding Their Way
Onto Supermarket
Shelves

Judy Brown
(202) 447-6364

Consumer demand for health foods—
foods with minimal processing and
that are chemical and additive free—is lead-
ing the food industry to emphasize nutrition.

As a result, more and more supermarkets
are adding health food departments to their
operations. Safeway, the Nation’s largest
supermarket chain, plans to add health food
departments to 200 stores this year, and one
food industry researcher predicts that ‘‘the
food bywords of the next 10 to 15 years will
be nutrition and safety’’ and that these con-
cerns will have major impacts on the future
of the food industry.

The health food industry has grown from
1,000 stores with $140 million in sales in
1970 to 6,600 stores with over $1.6 billion in
sales in 1979, according to a Frost and Sulli-
van report and a survey conducted by the
industry publication Whole Foods. A typical
health food store stocks a complete assort-
ment of natural and organic foods which
include grains, nuts, teas, herbs, oils, and
other items which are sold either in bulk or
in packages.

In a USDA 1980 survey, ‘‘Consumer’s
Food Related Behavior, Attitudes and Mo-
tives,’’ researchers found that 26 percent of
the 1,353 consumers surveyed in a national
random sample shop in health food stores.
In another 1980 national family food study
conducted by Yankelovich, Skelly and
White—an independent national research
firm—1 out of 3 of the 1,221 respondents
had purchased natural food. The same re-
search firm found that 68 percent of the
respondents say that natural foods are
healthier than processed foods, and 26 per-
cent strongly agreed that supermarkets
should offer a larger, more varied selection
of natural foods. USDA’s 1980 survey
found that 30 percent of the respondents
who shop in health food stores did so be-
cause they could not find the products else-
where.

Who are these health food buyers? Ac-
cording to USDA researchers, most of the
health food buyers who shop at least once a
week are in the age groups of 25-34 and
50-64, college educated, with above average
household incomes. A market research firm
estimates that health foods will continue to
be popular among the younger generation
and those currently buying health foods.
Food retailers are trying to attract these
health food shoppers plus those who may
be interested in buying natural foods but
who are reluctant to shop in health food
stores.

Marketing Nutrition

Initially, the supermarket industry got on
the nutrition bandwagon by offering health-
related food items. This was in response to
a growing concern among COnNsumers over
the necessity and possible dangers of food
additives and preservatives in food prod-
ucts. In 1978, one-fourth of the items intro-
duced in the supermarkets were promoted
as health related. For the past year, General
Mills has been selling one of its leading
brand breakfast cereals without artificial
coloring in California as a consumer test.
Due to the positive response from consumers
this cereal is now being sold nationally with
no artificial coloring. One national survey
indicated that almost SO percent of con-
sumers surveyed will accept a less appetizing
appearance in exchange for a ban on artifi-
cial colors.

Supermarkets across the country are try-
ing different techniques to lure health food
and nutrition-minded customers to their
stores. An increasing number of products
labeled ‘‘natural’’ are appearing on their
shelves. Consumer Reports estimated in
1980 that 7 percent of all processed food
products are now labeled natural. Some
supermarkets are promoting nutrition in-
formation programs, while others are sell-
ing foods traditionally sold only in health
food stores.

The supermarket firms selling the tradi-
tional health food items use various methods
to promote and display these foods. Some
supermarkets locate health foods in sepa-
rate sections with special sales people, and
others integrate the health foods into the
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regular grocery aisles. The stores integrat-
ing health food items are combining them
with specialty foods such as gourmet and
diet products, or placing them in the same
section as the baking items to communicate
a ‘‘getting back to basics” image.

A rapidly expanding trend is the develop-
ment of health food centers within super-
markets. Natural Food Merchandiser maga-
zine estimated in 1980 that approximately
300 supermarkets had health food centers.
Supermarket health food centers typically
carry the same brands found in health food
stores and use many of the same wholesalers
as the health food industry for their selec-
tion of vitamins, herbs, dairy products,
cosmetics, and groceries.

The 30-percent average gross margin
(markup over cost of goods sold) on health
foods—compared to about 20 percent for
regular supermarket items—make health
food centers very attractive to supermarket
chains. According to Natural Food Mer-
chandiser magazine, average supermarket
annual sales per square foot are less than
$400, but can reach as high as $1,000 for the
same area in a health food department. A
supermarket chain spokesperson estimates
that 35-40 percent of the profits of a health
food department come from the sales of vi-
tamins, which generate 2.5 times more prof-
it per unit than any other average household
and beauty aid item.

West Coast Models

Most supermarket health food centers
are based in the West; however, others are
springing up in such areas as Washington,
D.C., New York, Dallas, and Minneapolis.
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One supermarket chain aggressively mar-
keting health foods in the northeastern re-
gion of the United States is Wegmans ($300
million total annual sales) located in Roch-
ester, N.Y.

Fred Meyer Stores, a $1 billion total sales
chain in Oregon and Washington State, is a
pioneer in supermarket sales of health
foods. The chain has special health food
departments in 33 of its 66 locations.
Northern California’s leader in supermar-
ket health food is Raley’s, with annual sales
of $350 million. Raley’s has had health food
centers for 3 years, and 36 of their stores
heavily promote health foods in these cen-
ters. While the centers average 1,000 square
feet, the largest takes up 3,000 square feet.
The centers are usually located in the mid-
dle front of the store near the checkout
stand.

Raley’s serves as a model to Safeway and
other supermarket chains. Safeway, with
$15 billion in annual sales, had 92 health
food centers as of March 1981 and plans to
open over 200 additional centers by the end
of the year. Currently, most of the units are
located in the West, but others will open
elsewhere.

Safeway opened its first health food de-
partment in 1980. The departments average
800 to 1,000 square feet and stock up to
3,000 items usually sold in health food
stores. Health foods are selling well enough
to generate 12 turns a year—the number of
times a product is restocked by a supermar-
ket. Average annual turnaround for regular
grocery store items is 18 to 20. A spokesper-
son for Safeway says that the real impor-
tance of the health food units is to keep the

business of the senior citizen population
and to gain and build the loyalty of the
younger generation.

Other supermarket firms are beginning to
add health food centers to stay competitive.
Future plans for health food centers in
supermarkets may entail private labels and
generic health foods. The impact these cen-
ters will have on the health food industry
remains to be seen. One view is that as
supermarkets provide convenience and buy
in large volumes enabling them to offer
lower prices, they will take customers away
from the traditional health food stores. The
health food industry could become an inte-
gral part of the grocery industry, as have
other specialty industries, such as bakeries
and delicatessens. This development could
create more customers for the health food
industry by exposing more people to health
foods. ]
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American Spending
Patterns Over 20
Years

Anthony Gallo and John Craven
(202) 447-8707

As noted in the Winter 1981 issue of the NFR,
the National Income and Product Accounts have
been revised to reflect benchmark information
from 1972 and 1977 economic censuses. Total
and per person personal consumption expendi-
ture data are now available in tabular form. The
per person data also reflect recent revisions in the
Bureau of the Census population data series.

As the Nation’s level of prosperity rose
between 1960 and 1980, Americans
spent a smaller proportion of their income
on groceries, clothing, and shoes. At the
same time, a larger share was spent on food
away from home, medical care, housing,
gas and oil, transportation, and other ser-
vices. Normally, as income increases, con-
sumers can be expected to spend a smaller
share of their income on basics such as
food, and more on less essential items.

Between 1960 and 1980, total Disposable
Personal Income (DPI) more than quadru-
pled. This growth offset a 150-percent in-
crease in overall prices. As a result, real
(constant dollar) DPI doubled. Per person
real disposable income—a measure of
change in the standard of living—rose by
about two-thirds during the 20-year period.

U.S. Department of Commerce Personal
Consumption Expenditures (PCE) data,
recently revised to incorporate benchmark
information from the 1972 and 1977 eco-
nomic censuses, show major shifts in the
allocation of DPI over the past 2 decades.
Several patterns clearly emerge from an ex-
amination of the data. First, the portion of
disposable income spent on nondurable
goods has shown a rather steady long-term
downtrend. Durable good purchases rela-
tive to DPI have fallen off sharply during
the past few years, and consumers have in-
creased the proportion of their disposable
income spent on services. Sharp rises in
energy prices have resulted in consumers
allocating a larger proportion of their bud-
get dollar to energy related items.

PCE for food as a portion of disposable
personal income, declined from 20 percent
in 1960 to about 16.5 percent in 1980. This
decline was due to food-at-home expendi-
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The Portion of DPI Allocated to These Items . . .

Declined

Item

Food at home

Alcoholic beverages
at home

Alcoholic beverages
away from home
Tobacco

Clothing & shoes

Motor vehicles and
parts

Personal Care

Furniture and
household equip.’

From
1960

To
1980

(percentages)

16.0

1.8

1.2

1.9

7.6
5.6

1.7
5.0

12.2

1.5

0.9

1.1

5.8
4.9

0.9
4.6

Stayed About the Same

From To
Item 1960 1980

(percentages)

Cleaning & household

supplies 1.1 1.1
Toiletries 0.8 0.8
Drugs 1.1 1.0
Fuel oil & coal 1.1 11
Recreational services 1.8 1.9

Increased

From To
Item 1960 1980
(percentages)
Food away from home 4.0 4.4
Gas & oil 3.4 4.9
Housing 13.7 14.9
Household operation 57 6.1
Transportation 3.1 3.5
Medical care 4.4 7.9

Personal business
services 4.0 5.0

11980 was not a typical year.

National Food Review
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Personal Consumption Expenditures: Annually

Item 1960
Nondurables . ... .. ... . e 151.1
Food, beverages, and other groceries? ..................... 94.7
Food excluding alcoholicbeverages ..................... 70.5
Athome .. ... e 56.2
Awayfromhome....... .. ... ... . .. 14.2
Alcoholicbeverages. ........... .ot 10.6
Athome ... .. 6.5
Away fromhome.......... ... ... .. .. 4.2
Cleaning and household supplies ....................... 3.7
Toiletries ... . e 2.9
TobacCo . ..o e 6.9
DrUGS . . 3.9
Clothingandshoes ...............ciiiiiiiiiiiiannn... 26.7
Gasandoil ... 12.0
Fueloilandcoal ........ ... i, 3.8
Other . 10.1
Durables . ... ..o i e 431
Motorvehiclesandparts .......... ... i i 19.7
Furniture and household equipment ....................... 17.7
Other . e 5.8
SBIVICES L . it 130.7
HousINg . ..o 48.1
Householdoperation .......... ... ... . i 20.1
Transportation ......... . e 10.7
Personalcare ......... .. i e 5.9
Medicalcare ....... ... i e 15.4
Personalbusinessservice............ ... ... 14.2
Recreationalservices. . ......... ... i 6.4
Other . 9.8
Total PCE . .. 324.9
Savings ... B 19.7
Disposable personalincome............ .. ..ot 352.0

1Contains some items not normally purchased in
grocery stores.

1970

1975

Biltion Dollars

265.7

164.4

119.6
92.0
27.7

19.2
12.3
7.0

8.2
6.6
10.8

7.5
46.8
22.4

4.4
20.1

85.2
36.2
35.1
13.9

270.8
93.9
37.7
22.0

9.4
41.0
31.6
13.6
21.5

621.7

55.8

695.3

407.3
250.3

185.2
139.4
45.8

28.4
18.5
9.9

12.4
9.5
14.8

11.0
69.6
40.4

8.2
27.8

132.2
55.8
53.5
22.9

436.9
149.8
63.3
33.2
10.7
73.7
52.2
20.9
33.1

976.4
94.3

1,096.1

1980

675.7
400.6

302.9
222.5
80.4

42.8
27.2
15.5

19.5
15.0
20.4

17.7
104.8
89.0
19.8
43.8

211.9
89.9
84.6
37.3

785.2
272.0
111.6
64.1
16.8
143.6
90.8
35.0
51.3

1,672.8
101.3

1,821.7

1960

1970

1975

1980

Billion Dollars (Constant 1972)

208.2
134.5

100.9
77.9
23.0

14.7
8.3
6.4

4.5
3.5
10.9

3.9
36.6
14.2

5.0
141

51.4
24.4
19.7

7.3

192.4
64.0
27.6
17.0

8.5
26.6
24.1
10.0
14.5

452.0

489.7

283.7

177.4

129.4
99.0
30.3

20.7
13.0
7.6

8.6
7.0
1.7

7.7
49.4
22.9

4.7
21.7

89.1
38.2
36.1
14.8

299.3
102.0
42.3
25.2
10.0
45.9
35.2
14.6
24.0

672.1

751.6

308.2
185.4

132.3
97.7
34.6

24.7
15.5
9.1

8.2
7.4
12.9

9.7
60.9
25.6

4.2
22.4

112.7
47.5
45.9
19.3

359.3
128.3
49.9
29.6
8.4
59.8
41.1
17.9
24.4

780.2

875.8

358.4
211.9

153.8
113.7
40.1

27.7
17.5
10.2

8.5
8.5
13.4

11.2
78.0
26.2

4.2
26.9

135.8
53.8
58.9
23.1

440.9
164.2
61.5
34.8
8.2
73.3
50.0
22.9
26.0

935.1

1,017.7

—
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tures taking up a smaller proportion of dis-
posable income, from 16 percent to approx-
imately 12 percent. Partially offsetting this
decline was an increase in the portion of
DPI spent on away-from-home eating—this
figure remained at about 4 percent through-
out the 1960’s and early 1970’s. But from
1975 to 1980 it rose to about 4.5 percent. As
a result, the portion of the total food dollar
allocated to away-from-home food rose
from 23 percent to 26 percent. Because
food-at-home expenditures advanced at a
slower pace than did consumer income,
consumers were able to allocate a larger
share of their income to other goods and
services. R

In addition to food, consumer expendi-
tures as a portion of DPI showed major
shifts for about 13 out of 18 other major
personal consumption categories.

Items which Declined

Food purchased for home consumption
was not the only grocery item with a declin-
ing income share. Purchases of alcoholic
beverages accounted for 1.8 percent of DPI
in 1960, and fell to 1.5 percent in 1980.
Alcoholic beverages consumed in restau-
rants also declined, from 1.2 percent to 0.9
percent of DPI. Tobacco dropped about a
half, from 2 percent to 1 percent, possibly
reflecting health concerns.

Next to food, the sharpest drop inincome
allocation was for clothing and shoes. The
income share of this category fell from over
7.5 percent to less than 6 percent. The de-
cline was rather steady during the 20-year
period. Motor vehicles as a percent of DPI
have fluctuated from year to year, but fell
rather sharply during the past 3 years. Fur-
niture and household ‘equipment, another
durable product, also declined in 1980 to
about 4.5 percent of DPI. Personal care
items, such as haircuts, clothes cleaning,
and shoe repair dropped from 1.7 percent
of DPI to less than 1 percent.

Two items commonly purchased in gro-
cery stores—cleaning and household sup-
plies, and toiletries—had income shares
which remained unchanged, accounting for
2 percent of DPI during both periods.
Drugs as a portion of DPI remained at 1
percent. The proportion of DPI allocated
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to fuel oil and coal remained steady as a
drop in consumption was offset by a five-
fold increase in prices. Recreational and
entertainment services were about 2 percent
in both years.

Items which Increased

Other than gas and oil, all personal con-
sumption items which commanded a greater
share of DPI were service oriented like food
away from home. Housing services, which
includes the rental value of owner occupied
housing and services ranging from hotels to
educational housing, account for about a
third of all PCE for services. This compo-
nent of PCE rose from 13.7 percent of DPI
in 1960 to about 15 percent in 1980. House-
hold operation services, comprised largely
of utilities and telephone services, rose from
5.7 percent to 6.1 percent of DPI. Trans-
portation services also rose rather sharply,
but the sharpest increase was in the portion
of income allocated to medical services. Of
the $73 billion spent by Americans on their
health care in 1980, about a tenth went
towards health insurance, about 43 percent
towards paying doctors and dentists, and
about 47 percent was allocated to hospital
care. Whereas, in 1960 about 4.5 cents of
the consumer’s budget dollar financed
medical care, this rose to about 8 cents in
1980.

The proportion of income allocated to
personal business services rose from 4 per-
cent in 1960 to 5 percent in 1980. This cate-
gory includes a wide variety of items rang-
ing from bank, legal, and life insurance ser-
vices to funeral expenses.

Changes in relative prices play a signifi-
cant role in the determination of income
allocation. Fuel oil and coal prices rose five-
fold during this period, while gas and oil
prices tripled. Prices for medical care were
about 2.5 times higher in 1980 than 1960,
slightly more than the increase in food away
from home. Increases for food-at-home
prices ranked ninth out of 21 PCE items.
Drugs, clothing and shoes, alcoholic bever-
ages, and toiletries rose considerably less
than the average for all items. |

Foods Not Eaten by
Americans

Anthony E. Gallo and James R. Blaylock
(202) 447-8707

What foods are Americans not eating?
Over 95 percent of American house-
holds don’t eat processed eggs, meat substi-
tutes, veal, lamb, frozen fruits, or baby
food.

These are a few of the findings from an
analysis designed to determine the portion
of the population not eating certain foods.
The major data source was the 1977-78 Na-
tionwide Food Consumption Survey (NFCS)
which examined the at-home food con-
sumption patterns of about 15,000 house-
holds.

The survey, which was recently analyzed,
also revealed that 96 percent of American
households consume meats, and found that
although consumption of dairy products
has fallen over the last 10 years, 99 percent
of all U.S. households still consume some
type of milk-based product.

The Economic Research Service (ERS)
estimates annual per capita consumption of
food items based upon total disappearance
of U.S. farm products. For each product,
ERS adds total U.S. production and im-
ports, subtracts exports, and adjusts for
changes in year-end inventories. The resid-
ual is then divided by the total population
to obtain an estimate of per person food
consumption.

ERS estimates of per person consump-
tion are not indications of the amounts of
different food items most Americans eat.
Instead, they are only estimates of how
much Americans would consume if the Na-
tion’s domestic food supply were consumed
in equal proportions by all Americans. But
the amounts and kinds of foods that house-
holds select vary with income, age, region,
family size, and other sociodemographic
factors as well as personal preference. If a
large number of households do not consume
particular foods, then consumption levels
for those Americans who do eat these prod-
ucts are understated. Identifying the popu-
lation eating certain foods and the amount
they consume is relevent not only in evalu-
ating suggested dietary objectives, but in
assessing the demand for individual food
products.

The 1977-78 NFCS studied what foods
each of the sample households ate during a
one-week period. The survey was taken
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throughout the year to limit variations due
to seasonality in food choice. The survey
only recorded food consumed in the home.

Two limitations of this study should be
pointed out. First, consumption levels for
certain food items which are consumed in
large quantities away from home, such as
soft drinks, veal, and lamb, may be under-
stated in this report. Second, if households
did not consume a food item during the sur-
vey week, the assumption was made that
the household did not consume the item at
any time during the year.

Here are the survey findings:

Red Meats: Per person disappearance of
red meats rose sharply between 1965 and
1978, rising from about 148 to about 165
pounds. Only about 1 out of every 25 (4
percent) of NFCS households reported not
eating red meats. However, there was a
wide variation by type of meat consumed in
the home. Less than a tenth of the house-
holds did not consume beef, while a fifth
reported eating no pork. About 95 out of
every 100 households indicated that they ate
no lamb or veal—meats which have experi-
enced a downtrend in consumption since
the early 1960’s. However, average per per-
son consumption of these two meats ap-
pears to be very high among households
which do consume them.

Fish, poultry eggs: The portion of house-
holds not consuming fish and poultry in the
home is higher than for red meat. Although
poultry consumption rose very sharply be-
tween 1965 and 1977 (from about 40 to 55
pounds), nearly 1 out of every 3 households
reported eating no poultry. Even fewer
Americans consumed fish—almost half the
households reported no purchases. In con-
trast, eggs showed a high incidence of con-
sumption—only 7 percent of all households
did not eat eggs in the home. Egg consump-
tion, however, has been declining since the
1950’s.

Dairy: Dairy products have the highest
incidence of consumption of any major food
category. Although consumption of these
products declined during the 12-year period,
just 1 out of every 100 households reported
not consuming some type of milk based
product. Only 6 percent of all households
did not drink fresh milk, but more than
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Portion of American Families Not Purchasing Selected Food

Products
Red Meats, -
Poultry, Fish, 95% 96%.
and Eggs By
132% |32%
9% 20% i i 11~%
Beef  Pork Veal  Lamb _ Lunch Poultry Fish Eggs
Meat
Beverages 86%
63%
47%

38%
22%
Coffee  Soft Tea Cocoa  Fruit

Drinks Juices
Dairy Products 98% Food Away from

) Home
73% 72%
50% 51%
y 35%

6% 19% i
[ ;
Fresh  Processed Cream Cheese Frozen Dips Meals Snacks
Milk Milk Desserts

three-fourths did not consume processed
milk or cream. Frozen desserts (mostly ice
cream) were consumed in the home by only
half of the households surveyed, while 4 out
of every 5 households consumed cheese.
Cheese dips were not consumed by 98 out
of 100 households.

Cereal Products: Nearly all households
(93 percent) consumed flour-based food
products. Only about a fifth of all house-
holds did not consume breakfast cereals,
and flour was not used in 55 percent of the
homes. Three out of four households did
not use prepared flour mixes. Bread contin-

ues to be a staple in American homes, with
only 1 out of 20 households not consuming
the product. Other baked goods, mostly
rolls and sweet goods, are consumed by 95
percent of all households.

Fruits and Vegetables: Fresh fruits are
not consumed by more than 1 out of every 5
households. About 60 percent of the sur-
veyed households, however, did not con-
sume citrus fruit. The portion of households
not consuming canned or frozen fruit was
quite high, at about two-thirds for most
categories. Fresh vegetables were consumed
by 7 out of every 8 households. The inci-
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.

An Estimate of Average Per Capita Food Use for Selected Food Products

Per capita
disappearance
(pounds)
Pounds

Beef 89
Veal 2.5
Lamb 15
Pork 57
Fish 14
Eggs 35
Poultry 57
Cheese 17
Milk 287
Ice Cream 18
Fresh Fruit 81
Fresh Vegetable 93
Potatoes 71
Coffee 8
Fats, oils 56

An estimate of

Portion of the average
households not consumptio% of
consuming .
those consuming
Pct. Pounds
9 98
95 50
96 25
20 72
49 27
7 38
32 83
19 21
6 305
50 36
22 104
13 95
21 90
22 10
4 60

(1) This table is for demonstrative purposes only. It assumes food consumption between home and away from home eating
does not differ, that all Americans consuming the product would do so in equal proportions, and that household sizes are

equal.

Portion of American Households
Not Consuming Major Food
Categories

Food ltem Percent
Dairy 1
Bakery 2
Beverages 3
Red meats 4
Fats and oils 4
Cereals 7
Eggs 7
Sugar 8
Fresh vegetables 13
Potatoes 21
Fresh fruits 22
Canned fruits & vegetables 23
Canned : 27
Nuts & condiments 29
Poultry 32
Fish 49
Soups 49
Prepared foods 63
Dried fruits & vegetables 72

S —

Specific Foods Not Consumed by
the Most and Least Number
of Households

Foods not con-
sumed by more
than 90 percent of

Food not consumed
by less than 10
percent of all

all households households
Processed Eggs 99 Beef 9
Meat Substitutes 99 Eggs 7
Frozen Fruits 98 Fresh Milk 6
Dips 98 Bread 5
Baby Food 97
Veal 95
Lamb 96
Dehydrated

Potatoes 95
Dried Fruits 90

Frozen Potatoes 90
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dence of purchase was the highest for light
green vegetables. Frozen vegetables were
not consumed by about two-thirds of all
households. About 80 percent of all house-
holds ate potatoes, mostly in fresh form.
Consumption of processed potatoes was
quite low.

Beverages: Coffee is still America’s domi-
nant drink at home. About 4 out of every 5
households consumed coffee, while only
about a half consumed tea. About 4 out of
10 households did not purchase soft drinks
for home use, and about 11 out of 12 house-
holds did not consume cocoa.

Other Foods: About 96 percent of all
households reported purchasing fats and
oils, with prepared salad dressing having
the highest use. Sugar products were pur-
chased by 11 out of 12 households. Raw
sugar had the highest use in this category,
while candies, syrups, and sweets were used
by about 30-40 percent of all households.

The highest incidence of nonpurchase was

for highly processed foods such as prepared
foods, soups, and baby foods. Items such
as catsup and relishes were not consumed
by 60 to 70 percent of all households.

Fresh versus processed

The survey overwhelmingly showed that
fresh foods are still purchased by more
households than processed foods. Of the 12
foods not consumed by more than 90 per-
cent of all households, only lamb and veal
were not highly processed. In contrast, three
of the foods which were consumed by more
than 90 percent of the households were
highly unprocessed—beef, eggs, and fresh
milk. Bread was the only processed food
that was consumed by over 90 percent of
the households.

About 1 out of every 4 NFCS households
(24 percent) did not eat away from home.
When the other 7 percent of all households
who do not eat more than 10 meals per week
at home are included, about 22 percent of
all households did not eat out at all. ]
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What’s for Dinner?
—Menu Specialty in
Food Service

Michael G. VanDress and
Rosanna L. Mentzer
(202) 447-6363

€¢ aried American plate meals’’ are
still the dominant menu specialty
for the U.S. foodservice industry, with
hamburgers and hot dogs in second place.
A ‘‘varied American plate meal’’ can be
defined as a meat, poultry, or fish entree; a
vegetable, usually a form of potato or rice;
and a salad or serving of fruit. The items
are frequently rotated. .
Data developed by ERS researchers from
a national survey of the food service indus-
try conducted by the International Foodser-
vice Manufacturers Association in 1979
show that 31.5 percent of all separate eating
places—those that sell food for profit and
are not part of another business—classify
their menu specialty as a varied American
plate meal. Hamburgers and hot dogs were
listed as specialties by an additional 15.4
percent of the separate eating places.
Compared with a similar study done in
1966, the 1979 survey shows the number of
separate eating places increased from 54
percent of the food service industry (or
201,700 establishments in 1966) to 61 per-
cent, (or 231,000 establishments in 1979).
Changes in the quantities and mix of

foods served in separate eating places have
significant implications for farmers and
consumers in terms of commodity demand
and the nutritional content of the food

supply.

Menu Specialty

Following varied American plate meals,
and hamburgers and hotdogs, the most fre-
quent responses to the question ‘“What is
the menu specialty of this food service oper-
ation?’” were sandwiches (9.3 percent), ice
cream, donuts, and pastry (7.3 percent) and
pizza (7.2 percent). ‘‘Poultry specialty’’ was
among the least frequently cited categories.
French or Oriental specialties, which had
fewer responses were grouped under the
‘‘Other”’ category (table 1).

Food service operators were asked the
same question about menu specialty in the
1966 survey of the food service industry.
Table 2 shows the number and percentages
of separate eating places serving each of the
menu specialties for 1966 and 1979. Separate
eating places specializing in varied Ameri-
can plate meals and Italian foods declined 9
and 1 percentage points, respectively, be-

tween 1966 and 1979. Conversely, the num-
ber of establishments with seafood, poultry,
steaks, chops, and roast beef menu special-
ties increased. Direct comparisons can not
be made for establishments serving Mexican
foods, pizza, hamburgers or hot dogs, ice
cream, donuts, and pastry because of defi-
nitional differences between the two surveys.

Annual Sales
Projected sales of food and nonalcoholic

X

Table 1—Separate Eating Places: Number and Sales by Menu Specialty, 1979°

Varied Ice Steaks, Chicken
Selected American Hamburger, Sand- Cream, Pi Chops, Seafood Mexican ltalian or Other All
Characteristics  Plate Hot dogs wiches Donuts, lzza Roast ea Foods Foods T Types
urkey
Meals Pastry Beef
Number of
establish-
ments 72,739 35,576 21,598 16,766 16,705 14,765 11,397 9,795 9,602 8,222 13,853 231,018
Percentage of
establish-
ments 315 15.4 9.3 7.3 7.2 6.4 4.9 4.2 4.2 3.6 6.0 100.0
Annual Sales
(millions of
dollars) 19,784.6  11,667.6 3,076.0 3,089 3,0142 44148 5323.7 18180 14966 2,111.5 26158 58,3817
Average annual
sales per
establishment
(dollars) 271,995 327,963 142,421 182,447 180,437 299,005 467,1 5 185606 155,863 256,810 188.826 252,715

P — preliminary

Source: Survey of the Food Service Industry.
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Table 2—Separate Eating Places: Comparison of Selected Characteristics
Between 1966 and 1979 by Menu Specialty?

Varied Steak
Selected American S,
L Chops,
Characteristics Plate
Roast Beef
Meals
Number of estab-
lishments (1979) 72,739 14,765
Number of estab-
lishments (1966) 80,613 9,199

Percentage of

establishments

(1979) 31.5 6.4
Percentage of

establishments :

(1966) 40.0 4.6
Percentage point

change in num-

ber of estab-

lishments (from

1966 to 1979) -8.5 1.8
Average annual

sales per

establishment

(dollars) 1979
Average annual

sales per

establishment,

adjusted

(dollars) 1966
Real growth in

establishment

size (from

1966 to 1979) 57.2 7.6

271,995 299,005

173,023 277,802

P—preliminary

Source: Survey of the Food Service Industry.

Italian Chicken or All
Seafood food Turkey Other Types
11,397 9,602 8,222 114,293 231,018
4,337 10,046 5,992 91,547 201,734
4.9 4.2 3.6 49.4 100.0
2.1 5.0 3.0 45.3 100.0
2.8 -0.8 0.6 4.1 nla
467,116 155,863 256,810 220,928 252,715
276,026 142,326 204,990 129,415 159,577
69.2 9.5 25.3 70.7 58.4

beverages by separate eating places were
estimated at more than $58 billion. Data are
for the most recent accounting period prior
to the interview which, for the most part,
represented the period July 1978-79. Estab-
lishments specializing in varied American
plate meals or hamburgers and hot dogs ac-
counted for more than half of total sales.
Seafood establishments and eating places
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specializing in steaks, chops, and roast beef
ranked third and fourth, respectively.
Although there were twice as many eating
places specializing in sandwiches, pizza, or
ice cream, donuts, and pastry compared to
those specializing in seafood, steaks, chops,
and roast beef, total sales of the two groups
were about the same, reflecting the effects
of differing menu prices and patronage
(number of transactions). Average annual
sales per separate eating place reflect these
factors to some extent. For example, sepa-

rate eating places specializing in sandwiches
ranked third when classified by number of
establishments and tenth when classified by
average annual sales. Conversely, poultry
specialty restaurants ranked tenth when
classified by number of outlets and fifth by
average annual sales.

Establishment Size

Changes in establishment size between
the two surveys were examined by compar-
ing average annual sales per establishment
after adjusting the 1966 data for changes in
menu prices due to inflation. Adjustments
were based on changes in the Consumer
Price Index for food away from home. The
Consumer Price Index represents all meal
and snack prices and is not weighted to
represent retail food prices for specific
menu specialties. Thus, this adjustment is
only an approximation. Table 2 shows the
percentage change (real growth) in estab-
lishment size by menu specialty between the
two surveys. Varied American plate meals
and seafood were the big leaders with 57.2
and 69.2 percent growth, respectively.

"Increases in establishment size for eating
places which served varied American plate
meals between 1966 and 1979 were accom-
panied by a decrease in number of establish-
ments. This indicates that owner/operators
of smaller eating places—probably indepen-
dents—are leaving the business. A look at
U.S. Bureau of the Census figures on the
number of single-unit eating places substan-
tiates these findings. In 1967, more than 90
percent of all eating establishments were
single-unit firms. By 1977, this percentage
had fallen to 80 percent.

Those who continue to offer this menu
specialty are apparently operators of larger
separate eating places who manage relatively
efficient operations and are able to compete
for restaurant patronage. Average sales for
eating places specializing in varied Ameri-
can plate meals will likely continue to in-
crease, although such restaurants are ex-
pected to face stiffer competition from
multi-unit firms that specialize in limited
menu offerings. ]
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Sodium: Why the
Concern?

Judy Jones Putnam and Kathleen Reidy
(202) 447-6363

Concerned that indiscriminate use of
salt and other sodium compounds
contributes to the incidence and severity of
hypertension and other ailments, the Food
and Drug Administration (FDA) has started
a campaign to persuade Americans to cut
excess sodium from their diets.

One step in that campaign will be an effort
to encourage industry to add less sodium to
processed foods. FDA will propose requir-
ing manufacturers to disclose the amount
of sodium in products when they use a
nutrition label. In addition, FDA will con-
sider legislative options for including sodium
labeling on products without nutrition
labeling where the need is evident. Finally,
it plans to monitor changes in sodium con-
sumption to see whether progress is
achieved.

Growing Scientific Consensus

Considerable attention in recent years has
been devoted to the impact of dietary sodium
on public health. A special committee on
sodium-restricted diets of the National
Academy of Sciences concluded that Amer-
icans’ sodium consumption far exceeds
their needs. Dietary Guidelines for Ameri-
cans (1980), published jointly by USDA
and the Department of Health and Human
Services (HHS), recommended that Ameri-
cans consider reducing their salt intake. The
Surgeon General’s report, Healthy People
(1979), also urged salt moderation. Other
organizations with similar positions include
the Hypertension Task Force of the Na-
tional Heart, Lung, and Blood Institute
(NHLBI), the Council of Scientific Affairs
of the American Medical Association, and
the Food and Nutrition Board of the Na-
tional Academy of Sciences.

A special committee of the Federation of
American Societies for Experimental Biology
(FASEB) conducted an evaluation in 1979
of the health implications of added salt in
the food supply. This study was part of
FDA’s evaluation of substances designated
“Generally Recognized As Safe’” (GRAS)
for use as food additives. The FASEB com-
mittee concluded that aggregate consump-
tion of salt should be lowered, that guide-
lines for restricting the amount of salt in
processed foods should be developed, and
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that adequate labeling of the sodium con-
tent of foods would help meet those objec-
tives.

Prevalence of Hypertension

Sixty million Americans—about one
quarter of the population—have some form
of high blood pressure, according to the
NHLBI. Many people who now have nor-
mal blood pressure may develop hyperten-
sion in later years—incidence of essential
hypertension is estimated at double the na-
tional average in the population aged 65 to
74. In 5 percent of the cases studied, there is
a known cause of hypertension, such as kid-
ney disease, atherosclerosis, or use of birth
control pills; in the remaining 95 percent—
labeled essential or primary hypertension—

the actual cause cannot be determined. Ex-
cessive salt intake, obesity, a family history
of hypertension, and stress are predisposing
risk factors associated with essential hyper-
tension.

Hypertensives who do not keep their
blood pressure under control are at consid-
erable risk of developing serious heart, cir-
culatory (stroke), and kidney problems.
High blood pressure is the primary cause of
the 500,000 cases of stroke and 170,000
stroke deaths in the United States each year.
It is a major contributor to the 1,250,000
heart attacks and 650,000 heart attack
deaths occurring annually.

Studies by NHLBI have shown that in
most individuals with high blood pressure
sodium restriction lowers blood pressure
and reduces the dosage or eliminates the
need for antihypertensive drugs. Whether
lowering the average salt intake would re-
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duce the incidence of hypertension is less
certain, but animal experiments and epi-
demiologic evidence—studies of popula-
tions with varying sodium intake—support
this hypothesis.

Epidemiological studies have demon-
strated that people throughout the world
who ingest little sodium do not develop
hypertension. These people are often found
in such places as the Amazon Basin, New
Guinea, and rural Uganda. Critics suggest
that other factors in the environment or
genetic differences may account for the lack
of hypertension. Nevertheless, the epi-
demiological evidence that has been amassed
regarding different populations is consider-
able and must be taken into account, ac-
cording to Dr. Robert Levy, Director of the
NHLBI.
~ Experiments with animals have demon-

strated that hypertension can, indeed, be in-
duced by high-sodium diets. Animal studies
also indicate, however, that there may be
important genetic differences in how indi-
viduals handle salt, with some strains of
rats, for example, being salt sensitive and
others being salt resistant.

At present, there is no good way to pre-
dict who will develop high blood pressure,
though certain groups, such as blacks, have
a higher incidence. Low-sodium diets might
help salt-sensitive people avoid hyperten-
sion if they could be identified before they
develop the condition. Until there is a
means of determining in advance who will
be sodium sensitive and who will not, the
- NHLBI considers it prudent to reduce na-
tional salt consumption.

Benefits of Treatment

Until now, doctors have regarded people
with borderline or ‘‘high-normal’’ blood
pressure as mildly hypertensive and not par-
ticularly in need of treatment. However,
results from the NHLBI’s Hypertension
Detection and Follow-up Program (HDFP),
which was completed in 1979 and involved
almost 11,000 volunteers with high blood
pressure, leave no doubt as to the benefit of
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lowering blood pressure to normal levels in
mildly hypertensive Americans.

In the HDFP study, patients who received
aggressive, systematic treatment for at least
5 years had 17 percent less mortality than
those referred for treatment in their own
communities. Statistical .projections indi-
cate that aggressive, stepped-care treatment
for the U.S. hypertensive population could
save an additional 120,000 lives annually
and reduce the death rate for hypertensive
whites by 10 percent and for blacks by 22.4
percent.

Hypertensives who might be brought
under control through other means are
often placed on a life-long regimen of drug
therapy. Because of the superior results of
the HDFP stepped-care program, the
NHLBI now advocates nondrug treatment,
including a low-sodium diet, as initial
therapy for the 40 million Americans with
mild hypertension. Dr. Levy said that treat-
ment also could mean losing excess weight,
increasing exercise, and relaxation tech-
niques such as biofeedback or meditation.
When such measures fail to lower blood
pressure to the normal range, various drugs
can be prescribed.

How Much Sodium Do We Need?
Sodium is an essential nutrient. The
sodium ion is required to maintain the pres-
sure and volume of the blood, to control
the passage of water into and out of the

cells of the body, and to transmit nerve
impulses.

The most frequent estimate of the mini-
mum daily adult requirement for sodium is
200 milligrams (500 mg of salt, or sodium
chloride, which is 39 percent sodium). That
is the amount contained in one-tenth of a
teaspoon of salt. The Food and Nutrition
Board of the National Academy of Sciences
considers a daily intake of 1,100 to 3,300
mg of sodium (equivalent to .55-1.65 tea-
spoons of salt) to be ‘‘safe and adequate’’
for the healthy adult.

The amount of sodium consumed by
adults varies greatly. An HHS study found
that daily sodium consumption, based on
urinary excretion, varied between 4,000 and
10,000 mg (equivalent to 2-5 teaspoons of
salt). This is 20 to 50 times as much sodium
as the body needs, and the upper end of the
range is more than 3 times the ‘‘safe and
adequate’’ level. Advising Americans to re-
duce their average daily sodium consump-
tion, HHS has called for a reduction in the
range of sodium intake levels from 4,000-
10,000 mg to 3,000-6,000 mg per day
(equivalent to 1.5-3 teaspoons of salt) by
1990.

Consumer Perceptions

Eighty-six percent of respondents polled
by ERS in a 1980 household survey agreed
that the more salt you eat, the greater the
risk of high blood pressure. Yet, only 46
percent saw any potential health benefits
from a reduction in their own salt intake.
Moreover, better than 2 in 3 households re-
ported using salty snacks once a week or
more often. In other words, a vague notion
of the prudency of moderating salt intake
abounds, but little consideration is given to
reconciling that notion with personal food
practices. Only 1 in 5 households reported
any attempt to change food choices in the
past 3 years to reduce salt intake.

Many experts, including Dr. Henry
Blackburn, chairman of the Department of
Physiological Hygiene of the University of
Minnesota, suggest that our salt appetite is
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not innate but is culturally determined. He
states, ‘‘These high levels of sodium intake
are created and maintained by the introduc-
tion of salt to infant food, by the heavy salt-
ing used in food processing, by the highly
salted snack foods, and by food traditions.”’

High sodium intake seems to be due to
three factors: cultural conditioning, lack of
information about sodium content in foods,
and the extent to which sait and other sodi-
um compounds are used in processing.

Changing the Food Supply

Today, at least 55 percent of the food we
buy is processed, and we spend about a
third of our food dollar on meals eaten out-
side the home. More and more sodium in-
take is being determined implicitly through
the purchase of processed and prepared
foods rather than by the individual.

The Salt Institute, a trade association,
estimates that as much as 50 percent of the
national sodium intake is derived from salt
or other sodium compounds added to food
during commercial processing. Some exam-
ples of these ingredients are monosodium
glutamate or MSG (a flavor enhancer), so-
dium saccharin (a sweetener), sodium phos-
phates (emulsifiers, stabilizers, buffers),
sodium citrate (a buffer), sodium caseinate
(a thickener and binder), and sodium ben-
zoate and sodium nitrite (preservatives).
Another 25 percent of our sodium intake is
added during home preparation or at the
table, and the remaining 25 percent occurs
naturally in food.

A study by Bonnie Leibman, a nutrition-
ist with the Center for Science in the Public
Interest (CSPI)—a Washington, D.C. con-
sumer-interest group—shows that some
leading brands of breads, processed meats,
frozen foods, canned vegetables, and fast
foods contain substantially more sodium
than other popular brands. The consider-
able variation in sodium levels from one
brand to another suggests that many proc-
essed foods contain more sodium than
necessary.

CSPI suggests that industry could reduce
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sodium levels by simply using less salt and
other sodium compounds; using herbs,
spices, vinegar, and lemon juice to replace
some of the salt; and using more food to
obviate the need for salt as a filler in prod-
ucts like soup. Both FDA and USDA have
alerted industry to the need to find ways to
reduce sodium levels in processed foods.

HHS recommended that sodium levels in
processed foods be reduced by 20 percent
from present levels by 1990. Providing in-
dustry with tax incentives to encourage de-
velopment of reduced-sodium foods was
cited as one potential preventive measure.

Efforts are already evident in food tech-
nology research, food processing, labeling,
and retailing. The American Meat Institute
plans several studies to look for ways to re-
duce sodium levels in processed meat prod-
ucts. Del Monte Foods has reduced the level
of salt in its canned tomato products. Gen-
eral Foods announced that it will disclose
sodium content on the labels of all its prod-
ucts that contain more than 35 mg of sodium
per serving. Jewel Food Stores has intro-
duced a private label line of ‘‘no salt
added’’ canned fruits and vegetables.

Giant Food, a Washington, D.C. area
chain, recently introduced a nutrition edu-
cation program, ‘‘Special Diet Alert,”” de-
veloped in cooperation with the FDA, to
help customers easily identify several hun-
dred products which are low or reduced in
sodium, fat/cholesterol, or calories. There
are free consumer brochures, shelf signs,
and special unit-price labels. Giant will try
to determine whether this kind of point-of-
purchase information will increase consumer
awareness and use of foods needed for spe-
cial diets.

McDonald’s is test marketing a series of
ads that offer nutritional information on
the burger chain’s products in terms of U.S.
Recommended Daily Allowances and the
amount of calories, protein, carbohydrates,
fat, and sodium. The campaign includes
newspaper and television ads, onsite mate-
rials, and a pampbhlet which can be obtained
by a written request.

Sodium Labeling Initiatives
Most eating places, grocery stores, and
food manufacturers, however, do not make

sodium information available to consumers
unless requested. Interested consumers must
usually write to manufacturers for sodium
information to make product comparisons.
Books which list the nutrient content of
various foods often do not list sodium con-
tent. When sodium content is listed, usually
only a few national brands are highlighted
and local brands are rarely included.

In order to make information on sodium
content of foods more universally available,
FDA plans to propose new rules to include
quantitative sodium declaration as an ele-
ment of nutrition labeling, and to continue
to permit manufacturers to include quanti-
tative sodium labeling without triggering
full nutrition labeling. FDA will aiso develop
definitions for such labeling terms as ‘‘low
sodium’’ and ‘‘reduced sodium.”’

Initial costs for implementing a program
of sodium labeling would include label
change costs and costs to establish a nutri-
ent base. In establishing a nutrient base,
manufacturers conduct extensive tests to
determine statistically accurate ranges of
various nutrient levels in their products.
Nutrient levels are then listed on the label.
Thereafter, costs would be incurred for
regular testing of products to ensure that
label statements are accurate. Each time the
formulation is changed for a product, it
might be necessary to reestablish the nutri-
ent base.

Approximately a million different food
labels are on the market. ERS estimates
have placed the average cost for changing a
single label to carry an added statement
such as sodium content at from $300 to
$500. But the cost of this change could be
reduced substantially if food processors are
allowed to make this label change when
they are changing the label for another rea-
son. (Meat and poultry product labels are
changed, on the average, every two years).

A 1976 USDA survey polled the principal
food shopper in 1,917 households. Of the
22 percent reporting that at least one person
in the household had hypertension, 55 per-
cent stated that they had changed their
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diets. Five hundred and one of the 1,917
respondents, or 26 percent, indicated that
they read labels when shopping, and 184 of
these looked for information on salt or
MSG.

It is difficult to assess the total cost of the
sodium monitoring that would have to ac-
company a labeling program. Recommen-
dations for adequate testing of products
have not yet been made. Different kinds of
products may have to be tested at different
intervals, as sodium content of some foods
tends to be more stable over time than that
of others. Factors which affect sodium con-
tent include: geographic locations in which
crops are grown, time of year when prod-
ucts are grown, and the extent of quality
control in processing. Even the kinds of
cleaning agents used on the processing ma-
chinery could affect the amount of sodium
in products. Sodium content of the water
supply may also be variable over time,
changing the sodium content of the final
product.

A forthcoming USDA Report will esti-
mate costs for periodically testing the sodium
content of all food products. The costs of
this testing would be borne by both industry
and Government. Costs for sodium testing
for the first year of a labeling program, dur-
ing which the program would be phased in,
are estimated at between $48 million and
$321 million. Second year costs are esti-
mated at between $32 million and $290 mil-
lion. The actual costs would depend on the
frequency of testing required. The costs for
actually changing and reprinting food labels
to carry sodium information could range
from $94 million to $577 million.

In June, 1981 Congressmen Albert Gore
(Tenn.), Henry A. Waxman (Calif.), and
Neal Smith (Iowa) introduced a bill in Con-
gress that would result in roughly 80 percent
of the processed food supply being labeled
with a sodium and potassium declaration.
In order to minimize costs to industry, the
bill would permit the use of average values
of sodium and potassium from a Govern-
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ment nutrient data base rather than brand
specific values in order to reduce the cost of
actually testing products. It would also per-
mit use of in-store signs instead of labeling
in some cases, provide for a phase in period
for compliance, and exempt from the label-
ing requirement products containing less
than 35 mg. of sodium and potassium and
products produced by small businesses.

The cost figures above are estimated for a
sodium labeling system under which all
products would be individually tested for
sodium content and labeled accordingly. If
the Gore, Waxman, Smith bill were imple-
mented, using mean instead of actual values
for sodium content of foods and exempting
an estimated 20 percent of food products
from the labeling requirement, costs would
be substantially lower than those estimated
above. However, the labeling declaration
proposed by this bill would not help the
consumer compare the sodium content of
different brands of a food product. There-
fore, we would expect that the benefits,
measured in terms of reduced costs for
treating hypertension, would not be as great
as those anticipated under a system using
individualized product testing.

Benefits of sodium labeling are even
more difficult to assess: improvement in
public health, a decline in mortality associ-
ated with strokes and heart disease, and a
reduction in the severity and perhaps the in-
cidence of hypertension in the United States.
The NHLBI has estimated that the cost of
high blood pressure in lost productivity,
lost wages, and medical expenses is at least
$8 billion annually. But such a figure can-
not account for the value that an individual
and his or her family place on good health
and a normal life span.

Another complicating factor, when try-
ing to assess benefits of sodium labeling, is
the question of how many consumers will
make use of labeling and by what amount
they will reduce their sodium intake. For
those who do significantly reduce their so-
dium intake, the extent to which their health
will be affected is not certain.

Education Needed
Labeling of the sodium content of foods
will be a much more effective measure when

people are educated about the significance
of sodium in the diet and how to make use
of sodium labeling. Another important
component in nutrition education is in-
struction in creative cooking and menu
planning to improve dietary habits.

Two-thirds of the respondents in the ERS
survey indicated that it is difficult to make
most foods taste good without adding salt.
Healthy people, who do not have a strong
incentive to change their dietary habits,
cannot be expected to do so if omitting salt
from standard recipes results in tasteless,
unappetizing food.

Two of USDA’ recent publications pro-
vide information on sodium. The Sodium
Content of Your Food discusses the sodium
hypertension link, gives pointers on how to
avoid excess sodium in the diet, and in-
cludes a table of sodium content of many
foods. Ideas for Better Eating (1981), a
menu plan developed by USDA’s Human
Nutrition Center, offers recipes that taste
good even though they call for less salt.

The NHLBI has been running a National
High Blood Pressure Education Program
since 1973. The program is aimed at the
general public with particular emphasis on
target groups for whom the incidence of
hypertension is higher than average. It has
identified people with definite hypertension
and encouraged many to seek and stick to
prescribed treatment. The NHLBI is cur-
rently broadening its efforts to inform
health professionals and the public of its re-
cent findings that treatment of borderline
hypertension is useful.

It will take some time before the results
of all of these efforts by Government and
industry can be assessed. Adequate time
must be allowed for sodium labeling to
reach the market place and for consumers
to become aware of it, learn how to use it
and, perhaps, eventually acquire a taste for
low sodium food. In the interim, FDA plans
to systematically monitor changes in sodium
consumption to see whether progress is be-
ing made toward its goal. |
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Organic Certification
Programs

Charlene C. Price and Judy Brown
(202) 447-6364

Do consumers and producers have the
same criteria in mind for foods labeled
‘‘organic?’’ In many cases the answer is no.

Since definition and criteria are hardly
universal, this is a problem both for pro-
ducers and consumers, especially, since
consumers often pay a premium price for
what they think is organic food.

““‘Organic’’ farming, as defined by USDA,
is the production of food which avoids or
largely excludes the use of synthetically
compounded fertilizers, pesticides, growth
regulators, and livestock feed additives.

Analyses of organic breads and lettuce by
university and Government researchers have
found pesticide residues even though
growers may not have applied the chemi-
cals. For example, in 1978 researchers at
Wayne State and Michigan State Univer-
sities bought 10 brands of bread (half from
health food stores and half from supermar-
kets). All 10 samples contained traces of
pesticide residue.

In 1979, the U.S. Department of Interior
and the U.S. Forest Service analyzed organic
lettuce from six San Francisco health food
stores, and nonorganic lettuce from a super-
market. Results indicated that five of the six
organic lettuces contained pesticide resi-
dues, and in one case the level of pesticide
residue was higher in organic lettuce than in
nonorganic.

Produce may contain residues because
some chemicals remain in the soil for years
after applications are stopped. In addition,
fresh residues may be carried in the sprays,
dust, wind, and rainfall runoff from adja-
cent farms.

Although such residue may occur inad-
vertently, consumers want assurance that
food labeled organic is in fact grown ac-
cording to accepted organic standards. This
has led to several private and public certifi-
cation programs.

Private Programs

Because their livelihoods and reputations
are involved, organic producers have incen-
tive to ensure the quality of their products.
Producers of organic foods have thus be-
come involved in private certification pro-
grams to hinder abuse.

In 1941, Robert Rodale, a prominent fig-
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ure in the health food movement, pioneered
American adoption of organic farming
practices patterned after organic farming
research in Britain.

In the early 1970’s, he introduced stan-
dards for certifying organic foods. The
Rodale pilot program required each farmer
applying for certification to submit outlines
of soil analyses. This included plans to
maintain good soil, weed, and pest control
programs, and plans for avoiding possible
contamination by pesticides from neighbor-
ing farms. The farmer was visited personally
by a Rodale representative, and technicians
from an independent testing laboratory
tested soil samples, water supplies, and
plant tissue. If qualified, the farmer was
permitted to use the label ‘‘Certified by
Organic Gardening and Farming.’’ Although
Rodale’s program ended in 1973, his stan-
dards are the basis for several current pro-
grams.

Regional organic certification organiza-
tions began to develop in 1973. Currently,
there are about 22 active U.S. private
organic farming organizations to provide
informational exchange among members,
certify and inspect organically produced
crops, and help market and distribute or-
ganic crops throughout the Nation.

The International Federation of Organic
Agriculture Movements (IFOAM), formed
in 1972, serves as an international promoter
of the aims and principles of organic agri-
culture, as well as a coordinator of organic
farming developments. It is comprised of 80
member groups in 30 nations.

Public Programs

Attempts to enact Federal legislation on
organic foods have been unsuccessful. In
1972, the Koch bill, H.R. 14941, was intro-
duced to protect consumers against misrep-
resentation in the marketing of organically
grown foods. The bill died in committee.

The Federal Trade Commission (FTC)
began a full-scale review and analysis of
organic and natural advertising claims in
1974. At that time, criteria were proposed
for the advertising of foods as organic.
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Table 1—Cost of ““Organic’’ Foods Compared with Cost of Similar
Nonorganic Foods, Washington Metropolitan Area, October 1980

After reviewing findings from the 1978 FTC
staff report suggesting that it would be dif-
ficult, if not impossible, to enforce, the
Commission dropped the proposal.
Although no standards exist for organic
Store A (organic)  foods on a national level, California and

1 2

Products Size Supermarket (nonorganic)

1980 1980 Maine have recently passed legislation pat-
bollars Dot oot terned after the Oregon Food Rule, which
' ’ establishes standards for foods that are ad-
UNPROCESSED FOODS vertised and/or labeled ‘‘organic.’’ Oregon,
Eggs Doz. 1.11 1.40 27 in enforcing the rule which has become a
Fresh fruits and model by many private farming organiza-
vegetables tions, has enforcement powers, regularly
Apples Lb. .59 .64 09 tests produce during store inspections or on
Brussels sprouts Lb. 1.57 1.17 -25 request, and mediates disputes concerning
Cabbage, green Lb. .29 .35 40 “ ie?? clai
Cabbage, red Lb. 59 3% -39 organic” claims. o
Carrots ’ b, 49 ‘39 0 Organically grown foqd is defined by the
Cucumbers Lb. 57 :67 17 Oregon Rule as food which has been grown
Garlic Lb. 1.69 1.60 -5 without being subjected to pesticides, syn-
Green beans Lb. 89 56 _37 thetic fertilizers, or other synthetic chemi-
Green peppers Lb. 1.00 78 ~22 cals in soil in which the humus and/or min-
Greens, collards, kale Lb. .35 .87 149 eral content is increased only by the applica-
Lettuce, head Lb. .69 .78 13 tion of natural mineral fertilizers or other
Lettuce, romaine Lb. .89 .56 -37 natural matter. .
Mushrooms Lb. 1.09 2.22 104 The rule recognizes that pesticides can
Onions Lb. 45 42 -6 linger in the soil for years or drift over from
Potatoes Lb. .45 .30 -33 : : ;
Squash b 79 ‘64 19 neighboring farms and, th§ref0re, permit
Tomatoes Lb. 89 69 22 produce to be called organic even though
Subtotal 14.39 14.40 0 the produce may contain up to 10 percent
of the Food and Drug Administration’s
PROCESSED FOODS maximum allowable pesticide residue.
Canned fruits and The Oregon Rule includes provisions for
vegetables certain meat animals, milk, cheese, and
Apple juice Qt. 0.83 1.92 131 eggs. It defines organic meat animals as
Apple sauce Qt. 73 92 26 those produced in a secured area, to restrict
Tomatges Lb. 55 92 68 uncontrolled movement, where grasses,
Dried fruits and vegetables : H
Lentils Lb. 89 1.28 44 feed.s, and waFer _supplles are free from in-
Raisins Lb. 191 168 12 tentional application of pesticides or other
Flour, cereal, pastas synthetic chemicals. In addition, no artifi-
and bread cial growth stimulants, hormones, drugs, or
Corn meal, yellow Lb. .33 .30 -9 antibiotics can be administered or intro-
Grits Lb. .53 .75 41 duced to the animals unless prescribed by a
Oats, rolled veterinarian for treatment of a specific dis-
(not quick cooked) Lb. .80 57 -28 ease or malady, and in no event adminis-
Wheat cereal Lb. -80 50 -37 tered within 90 days of slaughter.

Whole wheat bread Lb. 50 92 84 Maine’s Organic Food Act went into ef-
Whole wheat flour Lb. .30 A7 57 . . . .
Other fect in Janaury 1980. California’s Organic

Honey Lb. 155 201 43 Food Act was effective beginning in January
Peanut Butter Lb. 1.29 1.92 49 1981 and will continue until January 1983,
Vinegar Cider Qt. .34 73 115 at which time it will be reviewed. The act

Subtotal 11.35 15.09 33 defines what can be labeled or advertised as
Total 25.74 29.49 15 ‘“‘organic,”” ‘‘organically grown,’’ or ‘‘pro-
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duced in an organic environment.”’ |
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To obtain a rough approximation of the
premium paid for foods labeled organic ver-
sus conventionally produced foods, USDA
researchers compared prices of 32 food
items sold in a Washington, D.C., area
supermarket in October 1980 with the same
items sold in a Washington, D.C., area
health food store.

The cost of the unweighted basket of
foods was 15-percent higher for the organic
foods. A smaller scale, less efficient distri-
bution system and less price responsive de-
mand for the health foods, compared with
demand for conventional foods, probably
contributed to the higher prices found. ’

However, the total cost of 18 unprocessed
organic items did not cost any more than
their supermarket counterparts—$14.39
and $14.40, respectively. But the 14 proc-
essed organic foods at the health food store
averaged 33-percent more than their super-
markets counterparts.
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State Operated Food
Stamp Programs

Kathryn Longen and Barbara Claffey
(202) 447-6620

Food assistance and public welfare pro-
grams are receiving a great deal of at-
tention as the new Administration attempts
to contain the growth of the Federal bud-
get. The dramatic increases in participation
and program costs over the past 5 years—
from 17.9 million recipients at a cost of $5.3
billion in 1976 to almost 22 million recipients
and a cost of nearly $10 billion in 1980—
make the Food Stamp Program (FSP) par-
ticularly susceptible to funding reductions.
The September 30 expiration of the autho-
rizing legislation for the FSP—the Food
and Agriculture Act of 1977—provides a
forum for debate on program operation
and funding.

In the past, proposals to alter food assis-
tance programs through categorical or block
grants have surfaced frequently in Con-
gress. A block grant is the consolidation of
funding for several programs into one broad
program, as opposed to a categorical grant
which is a federally funded, State adminis-
tered program for a single activity or cate-
gory of recipients and operating under a set
of established rules.

The Economic Research Service (ERS)
recently conducted a study of the impact of
converting the FSP to a categorical grant
program in the 50 States, Guam, Puerto
Rico, the Virgin Islands, and the District of
Columbia.

In the analysis, it was assumed that an
agency within the State government would
administer the program. The study found
that the impact of permitting State adminis-
tration would vary from region to region.
The U.S. Territories however, would suffer
the greatest losses in FSP funding.

Verification of program eligibility, issu-
ance of coupons to recipients, and the con-
trol and accountability procedures would
continue to be carried out at the State level.
However, the role of the State administer-
ing agency would be expanded to include
developing eligibility guidelines and estab-
lishing per household benefits, as well as
monitoring the program for fraud, error,
and abuse.

Federal administrative duties would be
confined to the disbursement of funds to
States, the printing of coupons, and the
program oversight activities currently con-

W

ducted by Congress. The latter would ensure
that States are operating programs in com-
pliance with goals outlined in the authoriz-
ing legislation.

Funding Options

A formula that assures equitable distribu-
tion of Federal appropriations among the
States must be selected to allocate funds
under a grant program. The formulas devel-
oped for the ERS report are comprised of a
single statistical factor either used to dis-
tribute Federal funds for existing grant pro-
grams, or relevant to the FSP. The five for-
mulas analyzed are:

e funding in the base year (1979)

e share of total population

e share of current program participation

e share of persons below the poverty
level

e share of persons unemployed

The base-year allocation provides each
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State with funds equal to those received in
1979. Gains and losses in funding under this
method may be attributed to a requirement
—for the purposes of the analysis—that a
maximum of 5 percent of the appropriation
be applied toward State administrative ex-
penses. States with administrative costs
which exceeded 5 percent of their total pro-
gram costs in 1979 would have more funds
available for program benefits.

For the other options, a State’s share of
total program benefits would equal its share
of the national total of each statistical fac-
tor. For example, a grant based on popula-
tion would provide a State that has 5 per-
cent of the national population with 5 per-
cent of the total program funds. In the
analysis, total program funds were $7.6 bil-
lion—the total value of all food coupons
plus the Federal share of State administra-
tive expenses of the FSP in fiscal year 1979.

Results

In considering the overall redistribution
of program benefits according to the various
funding formulas, the States and the Dis-
trict of Columbia were divided into four re-
gions and nine subregions defined by the
Census Bureau, plus the outlying territories
of Guam, Puerto Rico, and the Virgin Is-
lands. The appropriations received by each
area under the five formulas were compared
with their actual funding levels in 1979.

As shown in table I, a region received
more funds whenever its share of the na-
tional total of a statistical factor exceeded
its share of total Federal funding in 1979.
For example, the Northeast region, with
21.93 percent of the Nation’s population,
received 21.18 percent of the total FSP ap-
propriations in 1979. Use of a population-
based categorical grant would give the re-
gion a funding gain of $43.4 million.

All subregions except the territories gain
benefits under at least one funding option.
The number of persons unemployed, below
the poverty level, or participating in the FSP
constitutes a large percentage of the popu-
lation in the territories. However, because
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Table 1: Changes in Benefits Under

Alternative Funding Allocation Schemes

Region Base Year
Northeast: -15.0 43.4
New England -3.9 40.8
Mid-Atlantic -11.1 2.6
North Central: -19.4 581.9
East North Central -22.0 286.2
West North Central 2.6 295.7
South: -7.7 -340.4
South Atlantic -10.7 -70.6
East South Central -7.2 -258.9
West South Central 10.2 -10.9
West: 10.2 372.8
Mountain 4.5 108.7
Pacific 5.7 264.1
Territories: -15.5 -705.2
Northeast: -.67 4.03
New England -.37 3.96
Mid-Atlantic -.30 .07
North Central: -.36 42.54
East North Central -.66 8.66
West North Central .30 33.88
South: .38 -11.61
South Atlantic -.28 -1.83
East South Central .26 -9.34
West South Central .40 -.44
West: .90 27.52
Mountain .64 15.47
Pacific .26 12.05
Territories: -.69 -31.41

1_ data unavailable

Million Dollars

-65.2
-34.4
-30.8

3
-16.2
16.5

187.8
5
147.0
40.3

-51.5
-16.2
-35.3

-118.8

Dollars Per Person

-4.17
-3.34
-.83

1.39
-.50
1.89
6.90

5.29
1.61

-3.92
-2.31
-1.61

-5.29

Population Participation Poverty Unemployment

-332.9 233.7
-97.3 33.2
-235.6 200.5
184.2 497.1
-74.6 359.3
258.8 137.8
437.9 -617.7
107.9 -167.8
77.2 -274.7
252.8 -175.2
36.4 429.7
48.4 52.8
-12.0 376.9
-373.1 ~1
-15.81 8.65
-9.44 3.22
-6.37 5.43
27.40 26.67
-2.26 10.88
29.66 15.79
15.72 -21.28
2.80 -4.35
2.79 -9.90
10.13 -7.03
6.34 24.71
6.88 7.51
-.54 17.20
-16.62 -27.28
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Table 2: Benefits Under Alternative Funding Allocation Schemes

Region Base Year Population Participation Poverty Unemployment
Percent
Northeast: -1.0 2.8 -4.3 -21.8 15.3
New England -1.1 1.5 -9.7 -27.5 9.4
Mid-Atlantic -1.0 2 -2.6 -20.0 17.1
North Central: -1.5 45.0 .01 14.2 38.4
East North Central -2.1 27.5 -1.6 -7.2 34.6
West North Central 1.0 116.5 6.5 101.9 54.3
South: -3 -12.9 71 16.6 -23.4
South Atlantic -9 -5.9 A 9.0 -14.1
East South Central -1.0 -36.4 20.6 10.9 -38.6
West South Central 1.4 -15 5.5 34.5 -23.9
West: 1.1 39.3 -5.4 3.8 45.3
Mountain 1.9 46.5 -6.9 20.7 22.6
Pacific 8 37.0 -5.0 -1.7 52.8
Territories -1.9 -86.6 -14.6 -45.8 2

liess than .1 percent
data unavailable

the population of these areas is small, their
proportionate share of each statistical fac-
tor for the United States and territories ap-
pears insignificant. For example, 56.8 per-
cent of the population of Puerto Rico re-
ceived food stamps in 1979. The 1.8 million
persons, however, accounted for only 9.4
percent of the total participation in the
United States in 1979, resulting in an appro-
priation of $674.9 million under the partici-
pation option. This is less than the $785.6
million actually received in 1979.

In contrast, the west-north-central subre-
gion gains program benefits under every
allocation formula. In 1979, the seven States
comprising this subregion received only 3.5
percent of total food stamp appropriations.
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This relatively small program size, con-
trasted with the area’s larger share of the
five allocation factors, results in an increase
in appropriations.

The impact of the five allocation formulas
can also be illustrated by the percentage
changes in funding relative to fiscal year
1979 (table 2). The distribution of funds ac-
cording to the base-year funding option
results in both the smallest percentage and
dollar changes in appropriations to the
States. Gains and losses in each State under
the base-year option are equal to the differ-
ence between the S-percent administrative
limit and actual administrative expenses in
1979. Since no State used more than 10.5
percent of its total program value for ad-
ministrative costs, the largest percentage
gain in appropriations for benefits in any
State was 5.5 percent. The greatest loss in
appropriations for benefits was 3.4 percent.

The largest percentage gains in program
funding occurred in the west-north-central
subregion. This area received a 116.5-per-
cent increase in funding under the popula-
tion formula and a 101.9-percent gain under
the poverty allocation option. The smallest
increases occurred when the participation
(6.5 percent) and base-year (1.0 percent)
formulas were considered.

In general, the two program-specific vari-
ables—participation and base-year funding
—minimized changes in the level of pro-
gram funding. The largest percentage gain
under the participation formuli: was 20.6
percent in the east-south-central subregion,
while the greatest loss (14.6) percent
occurred in the territories.

Administration’s Proposal

Various consolidation grants, including
block grants, have been proposed in the
past to ensure more effective and efficient
use of public funds by providing States with
wider latitude in directing expenditures,
and to reduce administrative costs.

A recent proposal would allow all food
assistance projects in Puerto Rico in fiscal
year 1982 to be funded as a single block
grant. This would be extended in fiscal year
1983 to the Virgin Islands, Guam, American
Samc 1, the Trust Territories of the Pacific
Islanids, and the Commonwealth of the
Norithern Marianas. The block grant for
Puerto Rico proposed by the Administra-
tion would equal 75 percent of the total
Federal funding that would have been re-
ceived under the categorical programs in
fiscal year 1982. Conversion to a block
grant could save up to $300 million.

The advantage of the Administration pro-
posal is in enabling policymakers to evalu-
ate the effectiveness of this type of program
on a relatively small scale, and could serve
as a valuable indicator of the feasibility of a
national block grant program.

Further research is needed to provide in-
formation about the feasibility of imple-
menting both categorical and block grant
proposals. |

35



Yy

Y4[\Y USDA Actions

USDA Actions

Food Safety and
Quality

REVISED STANDARDS FOR
MIXED NUTS

The U.S. Department of Agriculture is
proposing a revision of the U.S. standards
for grades of mixed nuts in the shell to bring
the standards in line with current marketing
practices.

This proposal, developed at the request
of the industry, would change the minimum
size requirement of Brazil nuts from large
to medium in the top U.S. grade. Large
Brazil nuts often lack the quality necessary
to meet the requirements of any mixed nut
grade. This often causes supply to be inade-
quate to meet the demand.

New grade names of U.S. Fancy, U.S.
No. 1 and U.S. No. 2 are also proposed to
make the standards conform with official
uniform grade nomenclature policy. The
policy states that when U.S. standards for
fresh fruits, vegetables and tree nuts are
developed or revised, uniform grade names
will be used. The current grade names are
U.S. Extra Fancy, U.S. Fancy and U.S.
Commercial/U.S. Select. Consumer pack-
ages of mixed nuts are often grade labeled.

USDA PROPOSES CHANGE IN
REQUIREMENTS FOR
BRAUNSCHWEIGER AND LIVER
SAUSAGE

Processors will have more flexibility in
making liver sausage (or liverwurst) and
braunschweiger products under a new U.S.
Department of Agriculture proposal.

Under the proposal processors could make
braunschweiger and liver sausage without
pork; could include fresh or frozen pork,
beef or veal; and could use veal livers.

Processors could adjust ingredients in
their product recipes without altering the
basic characteristics of these cooked sausage
products.
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Because of the elimination of the pork re-
quirement, the proposal would allow proc-
essors to make products only from beef or
veal ingredients. The proposal would re-
quire products made from only one species
to be labeled as such; for example, ‘‘Beef
Braunschweiger,”’ ‘Pork Liver Sausage.”’

The proposal also would clarify that
braunschweiger must have a smoked taste
from the use of smoked meats, smoke fla-
voring or smoking; would recognize ‘‘Liver-
wurst’’ as another name for ““Liver Sausage
Product”’; and would clarify that beef fat
could be used in braunschweiger and liver
sausage products.

BACON MANUFACTURERS TO USE
FASTER NITROSAMINE TEST

Bacon manufacturers may now use a
faster technique in their official tests for
nitrosamines, according to the U.S. Depart-
ment of Agriculture.

A study done by USDA’s Food Safety
and Quality Service and private laboratories
has shown the new procedure to be as effec-
tive and less costly than the current method.

Previously, USDA required manufac-
turers to use a two-trap method to separate
nitrosamines from cooked bacon samples
before analysis in the Thermal Energy
Analyzer. The agency now will allow manu-
facturers to use either a one-trap or the two-
trap method. However, USDA analysts will
use the one-trap method.

Food Assistance

SCHOOL LUNCH MANAGEMENT
REVIEWS

The U.S. Department of Agriculture has
extended the date it will accept comments
on the comprehensive system for finding
and correcting management problems in
local school lunch programs from June 30
until Dec. 31.

This procedure, called the Assessment,
Improvement and Monitoring System, has
been underway since last January. It sets re-
quirements for state reviews of lunch pro-
grams, corrective action on problems turned
up by reviews and plans for receiving fed-
eral funds misspent in the program.

The system is fairly complicated and
we’ve only recently given the states addi-
tional guidelines on operating it. We’re ex-
tending the comment period because we feel
it’s necessary to give the states additional
time to get experience with the system before
they can comment on it.

We put the new system into effect in re-
sponse to audits by USDA and the General
Accounting Office that pointed out man-
agement problems in the National School
Lunch Program.

ALTERNATIVES TO COMMODITY-
DONATIONS FOR SCHOOL
LUNCHES

The U.S. Department of Agriculture will
test two alternatives to the current practice
of donating agricultural commodities for
the national school lunch program in 60
schools over the next three years.

One alternative, cash-in-lieu of commod-
ities, will provide school food authorities in
30 schools with cash equal to the value of
commodities they would be entitled to under
the present commodity donation program.

The other will give 30 participating
schools letters of credit allowing them to
purchase specific food items from local
sources.

The study will examine the cost effective-
ness of the two alternatives, their impact on
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school food procurement patterns, their ef-
fects on school lunch quality and lunch pro-
gram participation, their impacts on govern-
ment price support and surplus removal pro-
grams and their administrative feasibility.

An additional 30 schools will be selected
as control sites and will continue to operate
under current regulations of the commodity
donation program. All 90 schools will be
selected by the end of August.

Schools chosen as demonstration project
sites will participate for 4 school years be-
ginning in September 1981. The demonstra-
tion projects will be evaluated during the
first 3 years and USDA will report to Con-
gress on the project by Dec. 15, 1984.

USDA RELEASES REPORT ON
SCHOOL LUNCH PROGRAMS

Last year children paid only about a third
of the actual cost of their school lunches,
according to a report by the U.S. Depart-
ment of Agriculture.

The report showed that school lunches
cost local school food authorities between
$1.36 and $1.66 to prepare, depending on
the type of kitchen facility in which the
meals are prepared.

Data from the spring of 1980 showed that
children nationwide paid an average of 56
cents for the lunch at school. Roughly half
of the meal costs go for food, and 34 to 40
percent of costs are for labor.

The report outlines cost, participation
and nutritional impact data requested from
USDA by Congress in Senate Resolution 90
(June 1979).

To come up with the nationwide data,
USDA conducted three major studies:

—an assessment of the costs required to
prepare school meals;

—a study of the effects of nutrition edu-
cation in several states; and

—evaluation of the nutritional impact of
USDA’s school-based programs that will
not be complete until January 1982.

The nationwide studies gathered data
from over 2000 school districts.

A more complete treatment of the issues
of nutritional impact, income and family
composition of participants, targeting of
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benefits and impact on the agricultural
economy—all based on recently completed
and ongoing nationally representative
studies—will be reported later this year.

The National School Lunch Program
served more than 4 billion meals to nearly
27 million school children in fiscal year
1980.

The report was prepared by the Food and
Nutrition Service’s Office of Policy, Plan-
ning and Evaluation.

USDA RAISES FOOD STAMP
ELIGIBILITY LIMITS 13 PERCENT
EFFECTIVE JULY 1

Food stamp income eligibility limits will
rise by about 13 percent for the period
beginning July 1.

This rise reflects increases in the cost of
living. The 1977 Food Stamp Act requires
the U.S. Department of Agriculture to ad-
just income eligibility standards annually to
reflect increases in the cost of living. The
Office of Management and Budget’s poverty
line is used as the standard for food stamp
income limits.

After allowable deductions are taken, the
maximum net income limits a family of four
must meet to qualify for food stamps will
rise from $621 to $705 per month. The max-
imum gross income for a family of four
without elderly persons will rise from $1,026
to $1,131 per month.

From July 1 through June 30, 1982, the
maximum net monthly income for the con-
tinental United States, Guam, Puerto Rico
and the Virgin Islands for various sized
households will be: one $360; two $475;
three $590; four $705; five $820; six $935;
seven $1050; and eight $1165. Each addi-
tional person over eight would add $115 per
month to the maximum net monthly in-
come.

The maximum net monthly income for
Alaska is: one person $451; two $595; three
$738; four $881; five $1025; six $1168; seven
$1311; eight $1455; each additional person
$144.

For Hawaii: one $415; two $547; three
$679; four $810; five $942; six $1074; seven
$1205; eight $1337; each additional person
$132.

)

WAYS TO PRORATE FOOD STAMP
BENEFITS IN FIRST MONTH

The U.S. Department of Agriculture has
proposed rules to change the way food
stamp benefits are calculated in the first
month people apply for the stamps.

Currently, applicants who qualify for
benefits receive a full month’s allotment
whether they apply on the second or the
twenty-eighth day of the month. Sometimes
this results in households receiving retro-
active benefits—providing food stamps for
food they’ve already bought.

USDA is proposing two options to reduce
program costs:

—Under one, people who apply for food
stamps after the 15th day of the month
would receive only a half month’s allot-
ment. This proposal would save $210 mil-
lion annually in food stamp costs.

—Under the second, food stamp benefits
paid in the first month of eligibility would
be prorated daily. This option would save
$420 million per year.

The changes are designed to reduce pro-
gram costs and better target program bene-
fits on an applicant’s actual needs. The pro-
posals are in line with USDA’s efforts to
reduce program spending and make the
program more accountable. About 23 mil-
lion people—receiving $955.4 million—cur-
rently participate in the program each
month.
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General Interest

USDA SEES SHORTAGE OF HOME
ECONOMICS PROFESSIONALS IN
THE 80’s

Jobs for college graduates trained in
home economics will be more plentiful than
qualified applicants throughout the 1980’s,
according to the U.S. Department of Agri-
culture.

‘‘More home economics graduates will be
needed to achieve progress in family and in-
dividual stability, security and quality of
life,”” said Anson R. Bertrand, USDA
director of science and education. ‘“We
foresee an annual shortage of about 7,000
individuals with home economics or home
economics-related degrees.

““This shortage also will affect the growth
of household-oriented businesses and in-
dustries,”” he said.

Bertrand based his forecast on a study
prepared by USDA’s Science and Education
Administration. He said the study projects
the most critical need for graduates with
doctoral degrees.

Educational backgrounds especially
needed at the doctogal level are in design,
manufacturing and processing; college
teaching and administration; scientific and
professional specialties; service specialties;
and administration and management.

Bertrand said the study—the second in a
series—was made in response to the Food
and Agriculture Act of 1977, which directs
USDA to assess the need for research, ex-
tension, teaching and profegsional develop-
ment in the food and agricultural sciences.

The first study, issued in July 1980, re-
ported on the need for graduates in agri-
culture, natural resources and veterinary
medicine.

Information on the supply of higher edu-
cation graduates came mainly from surveys
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made by the National Center for Education
Statistics, U.S. Department of Education.
Some data were acquired from the educa-
tion department’s office of consumer and
home economics education and from the
Association of Administrators of Home
Economics.

Statistics on occupational employment
demand came from the U.S. Department of
Labor’s Bureau of Labor Statistics, from a
USDA-funded study by Clemson University
and from USDA data.

In preparing the study, the Science and
Education Administration enlisted the aid
of consultants from the Association of Ad-
ministrators of Home Economics, the Na-
tional Council of Administrators of Home
Economics and the American Home Eco-
nomics Association.

USDA TELLS HOW FRUIT,
VEGETABLE MISREPRESENTATION
CASES ARE HANDLED

Have you ever wondered how U.S. De-
partment of Agriculture officials determine
whether fruits and vegetables are misrepre-
sented in the marketplace?

An amendment to USDA regulations
about the Perishable Agricultural Com-
modities Act, issued April 21, explains what
constitutes evidence of misrepresentation of
grade, quality, weight or state of origin.

The amendment also describes the proce-
dure used to resolve cases involving misrep-
resentation, spells out how records of these
illegal practices are handled and how long
they are kept, and clarifies what officials do
not consider misrepresentation.

An official with USDA’s Agricultural
Marketing Service, said the amendment
does not make any change in present USDA
policies or practices involving misrepresen-
tation cases under the Perishable Agricul-
tural Commodities Act.

The act establishes a code of good busi-
ness conduct for the produce industry. It re-
quires that interstate traders in fresh or
frozen fruits and vegetables be licensed.
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Agricultural-Food Policy Review: Perspec-
tives For The 1980’s. ESS, USDA, AFPR-4,
April 1981.

Nine articles provide background for dis-
cussions on new legislation to replace the
Food and Agriculture Act of 1977, which
expires this year. New legislation will be in-
fluenced by the much altered nature of U.S.
farming:

e Almost all easily available cropland,
including that once idled by farm programs,
is now back in production. Millions of acres
of potential cropland remain, but are not as
productive or need to be improved.

e The long period of overproduction,
burdensome surpluses, and depressed farm
prices now seems to be behind us, although
there may still be occasional years of excess
production.

o The character of U.S. farming has
changed as fewer but larger farms now pro-
duce most of our total agricultural produc-
tion.

Foreign Ownership of U.S. Agricultural
Land—Highlights, by Peter De Braal. ESS,
USDA, ESS-9, April 1981.

Foreign entities and individuals reported
by December 31, 1980, that they owned 7.8
million acres or 0.6 percent of U.S. farm-
land. This is 2.2 ‘million more acres than
found in the previous survey which ended
February 1, 1980. This increase is partially
due to the inclusion of 1979 reports filed
after the February cutoff date.

Developments in Farm-to-Retail Price
Spreads for Food Products in 1980. Na-
tional Economics Division, ESS, USDA,
AER-465, April 1981.

The rise in 1980 food prices was the
smallest in 3 years and well below the infla-
tion rate for all prices in the economy. For
domestically produced foods, both the farm
value and food-industry charges for pro-
cessing and marketing rose less than in
1979, limiting the retail price rise. However,
retail prices for fish and imported foods,
particularly sugar, rose more sharply. As in
past years, about a third of consumer ex-
penditures for domestically produced foods
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paid for the farm value of foods and the
rest was needed to pay for the marketing
bill.

Analysis of the Impact of Food Stamp Re-
demptions in Food Stores and Regions,
Fiscal Year 1978, by Paul E. Nelson. ESS,
USDA, TB-1646, April 1981.

Among stores accepting food stamps in
fiscal year 1978, large chain stores were
concentrated in higher income, white collar
neighborhoods and suburban areas, where
most households had access to a car. Smaller
stores, particularly independent grocers,
predominated in lower income and black
neighborhoods. Regional shares of all food
stores accepting food stamps, their food
sales, and level of food stamp redemptions
differed significantly in both 1976 and 1978.
Changes that occurred between the 2 years,
however, were not significant.

Meat Animals: Production, Disposition, and
Income, Final Estimates for 1975-78. Crop
Reporting Board, ESS, USDA, SB-660,
April 1981.

This publication presents final estimates
for farm production, disposition, and in-
come from meat animals for the period
1975-78. Some estimates are slightly revised.
This report continues the official series pub-
lished in Statistical Bulletin No. 598 issued
March 1978.

Impact of Household Size and Income on
Food Spending Patterns, by David Small-
wood and James Blaylock. ESS, USDA,
TB-1650, May 1981.

Expenditure elasticities are detailed for
24 major food groups and 77 subgroups.
They allow researchers and policymakers to
anticipate what can happen to family ex-
penditures when income and household size
change. The elasticities usually confirm that
spending for food away from home increases
significantly as income rises while spending
for food prepared at home increases more
modestly. The reverse relationship is true
for increases in household size.

Establishing a Cotton Gin Cooperative in the
Southeast, by Donald M. Simon, William
R. Garland, and Jan Halkett. ACS, USDA,
ACS-7.

The producer-members of the proposed
Albermarle Cotton Growers Cooperative
now experience costly and dangerous condi-
tions in transporting seed cotton to distant

ginning sites. These growers seek to acquire
locally a cooperatively owned and operated
cotton gin. This study of the proposed ven-
ture reports on producer surveys and finan-
cial projections, and estimates member
benefits and return on investment. The
feasibility analysis concludes that it is possi-
ble for these North Carolina growers to
earn a respectable return on their coopera-
tive investment. However, firm volume and
equity commitments on the part of the
growers will be required.

Cheese Pricing, by Harold W. Lough. ESS,
USDA, AER-462.

Cheese prices reflect expanding produc-
tion and consumption, increasing domina-
tion by fewer firms, and substantial govern-
ment regulation. Dairy farmers receive about
48 cents of each retail dollar spent on
cheese. Processing, packaging, and trans-
portation account for the remaining 52
cents. Retailers receive a higher profit from
cheese than from other dairy products.

Inflation: A Food and Agricultural Per-
spective, by Paul T. Prentice and Lyle P.
Schertz. ESS, USDA, AER-463. :

Inflation, defined as a rise in the general
price level, accelerated in the U.S. from an
average of slightly less than 2 percent in
1950-64, to over 11 percent in 1979 and 13
percent in 1980.

In the agricultural sector, inflation leads
to higher prices of farm products and in-
puts. It also encourages farmers to purchase
additional capital inputs, increases the
wealth of those who own the land, and
strengthens the relative economic position
of high income people in buying land. In-
flation and agriculture, and the impact of
programs designed to aid farmers and con-
sumers are examined in this report.

Publications noted in this section may be ob-
tained by writing the sources listed. For publica-
tions without addresses call (202) 447-7255 or
write Publications Unit, Room 0054, Economics
and Statistics Service, U.S. Department of Agri-
culture, Washington, D.C. All publications are
free of charge unless otherwise noted.
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Statistical Highlights

Consumer Price Index for all Urban Consumers, U.S. Average (not seasonally adjusted)

Consumer price index, all items

Consumer price index, less food . ...

Allfood ........ ..o,
Food away fromhome ......
Foodathome .............

Meats'.................
Beefandveal .........
Pork ........ ... ...

Poultry.................

Fish ...t

Eggs........ooiiint

Dairy products? .........

Fatsandoils®...........

Fruits and vegetables . ...
Fresh................
Processed . ...........

Cereals and bakery product

Sugarandsweets........

Beverages, nonalcoholic. .

S ...

1Beef, veal, lamb, pork, and processed meat.

2Includes butter.
3Excludes butter.

1978

195.4
191.2
211.4
218.4
210.2
206.8
201.0
213.1
172.9
275.4
157.8
185.6
209.6
212.9
218.5
208.7
199.9
257.5
340.8

Annual

1979

217.4
213.0
234.5
242.9
232.9
241.9
255.8
216.4
181.5
302.3
172.8
207.1
226.3
230.0
235.0
226.6
220.1
277.6
357.8

Average Retail Price of Meat Per Pound, U.S.

Year Jan.
1965............ 78.7
1970. ... ... 100.2
1979.......... .. 204.9
1980............ 234.5
1981............ 239.5
1965............ 56.9
1970............ 81.4
1979............ 154.2
1980............ 135.3
1981............ 151.5

Feb.

78.0
100.0
2153
234.8
237.5

56.1
81.1
157.1
133.2
148.4

Mar.

77.3
102.3
2259
236.2
235.8

56.8
80.7
156.9
133.3
146.2

1Estimated weighted average price of retail cuts. Com-
piled by Economics and Statistics Service.

Apr.

79.4
102.8
232.8
233.3

56.5
79.3
150.7
127.8

1980

246.8
244.0
254.6
267.0
251.5
248.8
270.3
209.1
190.8
330.2
169.7
227.4
241.2
246.7
252.6
242.5
246.4
341.3
395.8

May

81.2
102.4
240.2
230.4

60.2
79.4
149.3
123.6

Sept.

251.7
248.6
261.1
271.4
258.9
257.8
277.5
222.7
205.2
335.8
179.9
230.6
243.6
257.4
269.6
246.3
250.3
361.1
403.9

June

Oct.

253.9
250.9
262.4
273.1
260.0
258.7
275.8
225.8
209.1
336.6
175.3
232.7
246.0
254.2
262.3
247.5
253.7
369.0
404.9

July

Nov.
1967 = 100

256.2
253.2
264.5
275.3
262.1
261.1
2779
228.6
204.1
343.0
185.2
235.4
247.4
253.3
258.3
250.1
255.8
381.3
405.5

Aug.

Beef, Choice grade

84.9
101.5
233.6
230.6

66.0
79.4
1445
124.4

85.8
103.8
232.2
237.8

Pork

69.8
80.0
142.4
136.2

84.9
103.5
220.9
242.2

71.1
79.1
135.9
145.7

1980

Dec.

258.4
255.5
266.4
277.7
263.9
260.0
275.3
229.1
202.7
346.9
206.6
238.0
251.9
255.6
262.0
250.9
258.5
386.3
405.2

Sept.

83.7
101.9
226.6
244.9

7.7
76.1
135.6
150.7

1981
Jan.

260.5
257.6
268.6
280.9
265.6
269.7
275.3
228.2
202.4
358.0
190.2
240.1
260.4
257.6
263.9
253.0
262.9
385.4
409.7

Oct.

83.1
101.0
224.3
241.6

70.7
74.0
134.3
153.8

Feb.

263.2
260.4
270.8
284.7
267.3
256.4
272.3
223.6
203.7
355.0
188.2
2421
267.3
267.3
278.1
257.8
265.3
385.4
411.9

Nov.

83.9
100.8
226.2
242.3

70.5
70.2
132.2
156.3

Mar.

265.1
262.3
272.2
286.1
268.6
254.4
270.3
221.6
201.6
358.8
180.5
242.6
268.9
278.2
293.9
263.3
266.7
383.2
412.2

Dec.

83.6
99.7
232.6
242.9

76.6
67.9
136.3
153.8

Apr."

266.8
264.2
272.9
288.2
268.7
251.0
267.4
217.4
196.8
359.7
184.3
243.5
270.1
281.9
296.4
268.5
268.3
375.8
414.4

82.0
101.7
226.3
237.6

65.2
77.4
144.1
139.5
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Producer Price Indexes, U.S. Average (not seasonally adjusted)
Annual 1980 1981

1979  1980p Apr Nov Dec Jan Feb Mar Apr

1967 = 100
Finishedgoods! ..... ... ... ... .. . i, 216.1 246.8 2421 256.2 257.2 259.8 262.4 265.3 267.7
Consumerfoods ..., 226.3 239.4 230.1 248.9 249.3 250.6 250.9 251.8 251.5
Freshfruit ...... .. ... .. i 232.6 237.4 229.7 219.0 220.5 203.3 211.6 217.0 221.3
Freshanddriedvegetables . .................... 201.0 219.0 197.8 248.5 244.2 282.5 298.6 332.3 317.0
oL - 176.5 171.0 153.3 194.0 217.5 185.7 184.8 180.4 196.2
Bakeryproducts ............ .. il 221.7 247.7 245.0 255.2 258.9 261.3 262.7 262.9 264.1
Meats. ... ... 240.6 235.8 217.0 2448 242.3 241.3 2345 231.6 234.5
Beefandveal ............ ... .. .ol 252.2 260.2 250.7 254.6 252.0 254.7 246.1 243.8 244.6
POrk .o 205.0 196.7 162.2 222.6 218.7 2148 208.7 204.0 200.3
POURTY .o 188.6 193.3 165.7 207.7 203.3 203.2 209.6 205.3 188.1
Fish .o e 383.8 371.0 385.8 357.8 355.4 373.0 371.5 382.0 387.1
Dairyproducts .............ciiiiiiiiiiiiin., 211.2 230.7 227.5 240.6 242.7 245.2 2455 245.5 245.8
Processed fruits and vegetables ................ 2219 2289 2246 2352 2371 237.4 2441 251.8 258.7
Refinedsugar® ... ... .. ..ottt 116.3 214.4 166.1 282.3 230.2 230.2 214.0 181.2 166.6
Vegetableoilendproducts ................ .. ... 223.5 233.2 229.5 237.5 236.9 235.0 240.7 240.7 241.6
Consumer finished goods lessfoods. . ............. 208.2 247.9 247.7 256.1 257.6 260.9 267.3 271.7 275.1
Beverages, alcoholic .............. .. ... .ooaL. 161.4 175.6 172.3 180.9 181.2 181.7 185.2 186.4 188.1
Softdrinks . ... ... 2271 259.1 249.0 275.9 275.9 289.5 290.8 290.8 290.8
Apparel ... e 160.4 172.2 170.0 176.0 177.0 178.6 179.3 180.1 182.1
Footwear . ... ... ... i it 218.0 233.2 231.9 237.7 2371 238.6 240.8 240.5 2411
Tobaccoproducts ........... ... ..o, 217.7 245.5 238.1 253.9 254.2 254.3 255.3 255.4 268.4
Intermediate materials®. ............ ... ... ... 242.8 280.2 275.7 289.1 291.9 295.5 297.8 301.4 305.4
Materials for food manufacturing ................. 223.6 263.7. 264.0 299.0 279.6 277.9 273.8 267.9 264.0
Flour. ..o e 172.0 187.6 175.0 198.6 194.5 197.9 196.1 193.2 195.3
Refinedsugar® ........ .. ... . i, 119.3 210.5 170.1 287.2 2211 225.4 219.4 200.4 188.1
Crudevegetableoils ......... .. .. .. oo 243.7 202.6 180.7 216.4 204.6 199.8 187.5 191.2 187.5
Crude materials®. .. .. e 282.2 304.2 286.2 324.6 323.5 3213 335.5 333.0 335.2
Foodstuffs and feedstuffs ..................... 247.2 259.1 235.8 277.3 271.6 270.6 267.1 262.0 263.4
Fruitsand vegetables?....................... 229.0 238.5 223.2 246.4 244.7 257.7 270.4 291.6 285.2
Grains ..ot e e 214.8 239.0 210.8 270.9 265.2 277.7 267.4 261.8 264.7
LivestocK .. ... 260.3 252.7 230.5 254.8 251.4 2443 244.6 239.3 246.6
Poultry,live ... ... .o 194.3 202.1 171.9 221.0 218.9 213.1 220.8 213.5 195.4
Fibers, plantandanimal ..................... 209.9 2711 266.9 287.2 2941 284.1 268.4 270.1 274.2
MilK e 250.1 271.2 265.4 284.7 289.5 288.4 289.5 289.5 287.2
Oilseeds .......... .o, 2455 249.2 208.9 295.8 310.4 316.7 296.4 294.2 302.4
Coffee,green ...... ... ..o, 416.2 430.3 448.9 404.4 399.3 4091 403.0 402.5 4011
Tobacco,leaf ........ ... . . . i, 207.7 n.a. 218.0 225.6 240.6 2343 234.3 n.a. 235.0
Sugar, rawcane . ........ .. it 209.8 413.0 319.3 562.3 401.8 416.8 366.1 318.0 274.9
Allcommodities ........... ... . i i i 235.6 268.6 262.8 279.1 280.8 283.5 286.9 289.6 292.8
Industrial commodities ............ .. ... o ool 236.5 274.5 271.3 283.4 286.6 289.9 294.8 298.9 302.8
A0S . e 266.3 244.5 231.9 259.3 253.9 255.1 253.9 253.2 251.6
Farm products and processed foods and feeds ...... 229.8 2446 229.3 260.5 257.0 257.3 254.9 253.1 253.6
Farmproducts ........ ... ... . i 2414 ,2493 228.9 264.9 265.3 264.4 262.3 260.6 263.2
Processed foodsandfeeds..................... 222.5 241.0 228.6 257.2 2515 2562.4 250.0 248.1 247.4
Cereal and bakery products .................. 210.3 235.9 232.4 2453 248.7 250.8 251.7 251.9 253.5
Sugar and confectionery ............ .. ... 214.7 321.2 275.0 409.0 339.8 338.6 324.7 302.6 286.0
Beverages ... 210.7 232.4 227.9 240.6 2405 240.4 2422 242.8 243.4
Wholesale spot prices, 9 foodstuffs.................. 255.6 264.3 235.0 289.4 272.6 267.7 258.5 255.0 253.0
1Commodities ready for sale to ultimate consumer. 6pProducts entering market for the first time which have not been manufactured at that
2Fresh and dried. point.
3Consumer size packages, Dec. 1977 = 100. 7Includes all processed food (except soft drinks, alcoholic beverages, and manufactured
4Commodities requiring further processing to become finished goods. animal feeds) plus eggs and fresh and dried fruits and vegetables.
SFor use in food manufacturing. n.a. = not available.
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Per Capita Food Consumption Index!

1960 1970 1974 1975 1976 1977 1978 19792 1980

1967 = 100
Meat, poultry,andfish........ ... ... ... ... ... ... 90.2 104.8 105.9 102.9 109.7 109.3 107.2 106.1 108.3
Meat. .. ... 91.9 104.0 104.6 101.2 107.9 107.0 103.0 100.4 102.8
Poultry ... 75.6 107.5 1111 109.2 116.6 120.1 125.8 136.5 138.2
Fish o 97.0 110.6 114.6 114.6 121.7 120.3 1271 124.3 123.4
EQgs ... o 104.2 97.0 89.9 87.2 85.3 84.8 86.7 88.2 87.0
Dairy products®. ... ... ... .. 104.3 99.3 99.6 100.3 102.2 101.7 102.2 101.8 98.9
Fatsandoils ........ ... i 96.9 105.9 104.9 105.5 109.8 106.0 109.5 113.0 NA
Animal® ... 120.0 88.0 75.0 67.7 63.7 64.8 65.7 70.1 NA
Vegetable ...... ... .. .. . . 79.9 119.0 126.8 133.3 143.7 136.3 141.6 144.6 NA
Fruits ... 107.0 102.0 99.1 107.7 108.8 107.0 104.9 107.5 108.1
Fresh ... 1156.2 100.8 97.2 104.6 106.7 104.0 103.4 105.8 1071
Processed ........ ... 96.6 1038.5 101.5 111.7 111.5 110.8 106.8 109.7 109.8
Vegetables®. .. ... ... ... . ... . ... ... 98.4 102.0 104.4 103.4 105.0 104.1 104.6 106.7 NA
Fresh .. 106.5 100.6 101.3 100.7 106.4 100.5 102.2 103.1 NA
Processed .. ... ... .. i 843 100.4 109.8 108.1 111.4 110.5 108.7 113.0 NA
Potatoes and sweet potatoes ....................... 94.6 107.8 103.9 108.7 107.3 113.6 114.7 120.1 NA
Fresh ... e 134.0 94.8 80.1 90.8 85.2 88.9 80.8 87.9 NA
Processed ...... ... e 58.4 119.7 125.8 125.2 127.7 134.4 145.9 149.5 NA
Beans, peas, ;and NUES ... 95.8 98.1 102.9 106.5 104.1 101.8 106.8 111.5 NA
Flourandcerealproducts .......................... 102.5 97.8 99.1 102.0 104.8 102.3 101.4 105.8 NA
SUGAN e 95.3 106.3 107.5 104.2 110.8 114.0 113.9 117.0 114.3
Coffee,tea,andcocoa............. ..., 97.7 93.4 95.3 89.1 93.8 775 79.1 84.4 83.1
Totalfood ... ... .o i 97.3 102.3 102.4 101.9 105.7 104.8 104.4 105.7 NA
Animalproducts . ........ ... . 96.3 102.0 101.7 99.5 103.8 103.5 102.5 102.0 NA
Plantproducts’ . ............ ... ... ... 98.5 102.6 103.2 104.6 107.8 106.1 106.5 109.8 NA
1Civilian consumption only. Quantities of individual Sincludes melons and baby food.
foods are combined in terms of 1967-69 retail prices. 6Excludes soup, baby food, dry beans and peas,
2Preliminary. potatoes, and sweet potatoes.
Excludes butter. Tincludes melons, nuts, soup, and baby food in addition
4includes butter. to groups shown separately.

Selected Livestock Products: Per Capita Consumption
Indexes, Quarterly'

1979 1980
1967 = 100
1l 1l v | 1 1 v

Meat .......... ... .. ... .... 98.4 99.1 104.8 102.2 102.2 100.3 101.4
Poultry ........ ... ... ... 135.3 137.6 149.8 131.0 135.7 135.2 147.2
Eggs ... 89.4 90.4 93.4 914 87.5 88.5 91.4
Total ... ... ... ... ... 101.7 102.6 108.8 104.3 104.4 102.4 107.3

1Civilian consumption. Retail weight equivalent. Meat cludes chicken and turkey.
includes beef, pork, veal, lamb and mutton. Poultry in- All data are preliminary
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Civilian Per Capita Consumption of Major Food Commodities (retail weight)’

1960
Meats ... ... e 134.1

Beef ... 64.3

Veal (. e 5.2

Lambandmutton...... ... ... ... .. . i 4.3

POTK s 60.3

Fish (edibleweight) ........ ... ... ... .. ... it 10.3
Poultry products:

EQQS . i it s 42.4

Chicken (ready-to-Cook) ............ccovvniunn. 27.8

Turkey (ready-to-CoOOK) .........covviieninn, 6.2

Dairy products:

CheEeSE . . ottt e 8.3

Condensed and evaporatedmilk .................. 13.7

Fluid milk and cream (product weight).............. 321.0

Ice cream (productweight) ....................... 18.3

Fats and oils—totalfatcontent ..................... 45.3

Butter (actualweight). ............... .. ... .. 75

Margarine (actualweight) .............. ... ... ... 9.4

Lard ..o e 7.6

Shortening. . ... 12.6

Otherediblefatsandoils ........................ 11.5

Fruits:

Fresh ... o 90.0
CItIUS « o s 32.5
NoNnCitrus . ... .. i 57.5

Processed:

Cannedfruit .. ... ... ... i 22.6

Cannedjuice . ... 13.0

Frozen (includingjuices) ......................... 9.2

Chilled citrusjuices ............ ... ... il 21

Dried .. e 3.1

Vegetables:

Freshd ... .. e 96.0

Canned ... e 45.7

Frozen (excluding potatoes) ...................... 6.9

POtatoESA . . e 87.9

Sweet potatoes? .. ... ... 6.4

Grains:
Wheatflourd . ... ... .. ... .. 118.0
RiCE i e e 6.1
Other:

Coffee ..ot 11.6

LI S .6

COC0a ottt e 29

Peanuts(shelled) ...... ... .. .. .. i 4.9

Dryediblebeans........... ... ... ... .. . 7.3

MEIONS . o oot 23.2

Sugarrefined ... ... .o 97.4

1Quantity in pounds, retail weight unless otherwise shown. Data on calendar year basis
except for dried fruits, fresh citrus fruits, peanuts, and rice which are on a crop-year basis.

2preliminary
3commercial production for sale as fresh produce.
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1970

151.4
84.1
2.4
2.9
62.0

11.8

39.5
40.5
8.0

11.5
7.1
296.0
17.7

53.0
5.3
11.0
4.7
17.3
18.2

79.4
28.0
51.4

23.3
14.5
9.3

2.7

91.0
52.9
9.6
74.9
5.1

111.0
6.7

10.4
v

3.1
5.9
5.9
21.2
101.8

4lncluding tresh equivalent of processed.

1974

152.5
86.4
1.9
2.0
62.2

12.2

36.6
41.1
8.9

14.6
5.6
288.0
17.5

53.2
4.6
11.3
3.2
17.0
20.3

76.6
26.9
49.7

19.6
13.2
12.1
5.2
24

92.3
56.9
10.1
67.9

49

112.0
7.6

9.7
8
3.0
6.4
6.7
171
96.5

1975

145.8
88.9
3.6
1.8
51.2

12.3

35.4
40.6
8.6

14.5
5.0
291.1
18.7

53.5
4.8
11.2
3.0
17.3
20.3

81.3
28.7
52.6

19.4
14.8
14.2
5.7
3.0

91.2
55.1
9.6
74.5
4.9

116.0
7.7

9.3
.8
2.6
6.5
6.5
17.3
90.2

1876
Pounds

155.4
95.7
3.3
1.8
54.6

13.1

34.7
43.3
9.2

15.8
5.0
292.0
18.1

56.0
4.4
12.2
2.7
18.1
22.0

83.7
28.5
55.2

19.2
14.8
13.8
6.2
2.6

92.4
55.7
10.2
70.3

4.8

120.0
7.2

1977

154.7
93.2
3.2
1.6
56.7

12.9

34.5
44.9
9.3

16.4
4.5
288.4
17.8

54.5
4.3
11.6
2.3
17.5
21.6

80.3
25.9
54.4

19.9
13.9
14.0
5.8
25

90.5
55.9
10.3
75.3

4.5

117.0
7.6

71
.8
2.6
6.4
6.1
19.3
95.7

1978

149.3
88.8
25
1.5
56.5

13.6

35.3
47.5
9.3

17.0
4.1
286.7
17.7

56.2
45
11.4
2.2
18.2
22.6

80.4
26.2
54.2

191
16.8
12.6
6.2
2.2

92.2
54.2
10.9
70.6

4.9

117.0
5.8

19792

147.1
79.6
1.6
1.3
64.6

13.3

35.8
51.5
10.1

17.6
4.2
283.2
17.5

57.7
4.6
11.5
2.6
18.0
23.1

81.3
24.0
57.3

19.4
17.3
12.3
5.6
3.1

94.2
55.7
11.5
75.0

5.1

120.0
9.2

8.7
.8
2.6
71
6.4
19.5
91.1

Swhite, whole wheat, and semolina flour including use in bakery products.

19802

150.1
78.1
1.5
1.4
69.1

13.2

35.4
51.2
11.0

17.9
41
NA

17.8

NA
4.6
NA
NA
NA
NA

NA
NA
NA

NA
NA
NA
NA
NA

NA
NA
NA
NA
NA

NA
NA

8.0

2.6
NA
NA
NA
85.6

Note: Historical consumption and supply-utilization data for food may be found in Food
Consumption, Prices, and Expenditures. Statistical Bulletin 656. USDA.
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Market Basket of Farm Foods

Annual
1980
Market basket:?
Retail cost (1967 = 100) . ........ ..., 238.8
Farmvalue(1967 = 100)..............coeuvnnn. 240.3
Farm-retail spread (1967 = 100) ................ 238.0
Farm valuelretail cost (%) ..................... 37.2
Meat products:
Retailcost (1967 = 100) .. ...........covinian.. 248.8
Farmvalue(1967 = 100)............. ..o oviu.n. 234.0
Farm-retail spread (1967 = 100) ................ 266.1
Farmvaluefretailcost(%) ..................... 50.7
Dairy products:
Retailcost (1967 = 100) . ............covenaan.. 227.4
Farmvalue (1967 = 100).............. ... ...... 254.9
Farm-retail spread (1967 = 100) ................ 203.5
Farm value/retailcost (%) ..................... 52.2
Poultry:
Retail cost (1967 = 100) ... ...... ... .. ... ...t 190.8
Farmvalue(1967 = 100)...............ivunnn. 211.7
Farm-retail spread (1967 = 100) ................ 170.5
Farm value/retailcost (%) ......... . ... ... ... 54.6
Eggs:
Retailcost (1967 = 100) . .......... .. ...ccoen.. 169.7
Farmvalue (1967 = 100)....................... 190.9
Farm-retail spread (1967 = 100) ................ 139.2
Farmvalue/retailcost (%) ............ ... 66.5
Cereal and bakery products:
Retail cost (1967 = 100) . ........... .. ... ...... 246.4
Farmvalue (1967 = 100)....................... 2211
Farm-retail spread (1967 = 100) ................ 251.7
Farm value/retailcost (%) ..................... 15.4
Fresh fruits:
Retail cost (1967 = 100) . .. ....... .. .. c..nn... 271.8
Farmvalue (1967 = 100)....................... 2427
Farm-retail spread (1967 = 100) ................ 284.8
Farm valuefretailcost (%) ..................... 27.7
Fresh vegetables:
Retail cost (1967 = 100) . .. ..., 2422
Farmvalue (1967 = 100)....................... 215.8
Farm-retail spread (1967 = 100) ................ 254.7
Farmvalue/retailcost (%) ..................... 28.5
Processed fruits and vegetables:
Retail cost (1967 = 100) .. ..........civunen.n. 2425
Farmvalue(1967 = 100)....................... 2426
Farm-retail spread (1967 = 100) ................ 242.4
Farm value/retailcost (%) ..................... 18.1
Fats and oils:
Retail cost (1967 = 100) ............ciivunnn.n. 241.2
Farmvalue (1967 = 100)........... ...t 249.9
Farm-retail spread (1967 = 100) ................ 237.8
Farmvalue/retailcost (%) ..................... 28.8

TMarket basket statistics are based on the weighing structure of the Consumer Price In-
dex for all urban consumers, (CPI-U). Retail costs are based on indexes of retail prices for
domestically produced farm foods from the CPI-U published monthly by the Bureau of Labor
Statistics. The farm value is the payment to farmers for quantity of farm product equivalent

2243
223.4
224.8

36.9

241.3
222.8
263.0

49.8

208.7
2371
184.0

52.9

179.4
181.6
177.2

49.8

166.1
189.6
132.2

67.5

223.1
203.3
227.2

15.6

293.9
266.8
306.0

28.1

2111
184.7
223.6

28.0

229.2
237.2
227.4

18.8

229.3
289.0
206.3

35.0

1979

225.3
225.3
225.3

37.0

239.4
223.5
258.1

50.4

215.4
245.2
189.4

53.0

172.7
186.0
159.9

53.0

172.4
200.5
131.7

68.8

229.2
203.1
234.5

15.2

254.8
245.9
258.8

29.9

218.8
182.8
235.7

26.7

231.1
242.8
228.5

19.0

232.4
263.3
220.5

31.5

229.8
227.3
231.3

36.6

224.6
230.1
261.6

50.7

219.4
2447
197.4

51.9

183.7
193.5
174.2

51.8

166.6
181.6
145.0

64.4

236.7
205.0
2431

14.9

242.3
213.3
255.3

27.3

216.0
164.7
240.1

24.4

236.0
241.6
234.8

18.6

235.6
247.5
230.9

29.2

233.7
226.7
237.8

35.9

240.0
215.8
268.2

48.5

225.3
251.5
202.4

52.0

177.2
181.4
173.1

50.4

152.5
162.5
138.0

63.0

2441
211.8
250.8

14.9

272.4
353.6
281.8

28.8

242.5
214.0
255.8

28.8

239.7
236.2
240.6

17.9

239.3
224.6
2449

26.1

1980

242.7
254.0
236.1

38.7

250.7
248.6
253.2

53.5

229.6
258.4
204.6

52.4

196.9
214.7
153.5

60.4

170.8
198.7
130.5

68.8

2491
226.6
253.8

15.6

303.6
289.6
309.9

29.6

249.8
238.9
255.0

30.6

244.6
243.9
244.8

18.1

241.6
261.0
234.1

30.0

249.2
255.5
245.4

38.0

259.9
2447
277.7

50.8

235.4
266.5
208.3

52.5

205.3
234.4
177.1

56.2

189.0
220.5
143.5

69.0

256.0
2421
258.9

16.2

268.8
219.2
291.1

25.3

260.6
2445
268.2

30.0

249.5
253.8
248.5

18.4

248.5
267.7
241.0

29.9

1981

253.9
249.2
256.7

36.3

256.8
228.5
290.1

47.9

241.6
271.8
2156.3

52.4

202.6
227.4
178.5

55.2

186.3
208.4
154.4

66.1

264.9
236.6
270.8

15.3

260.1
194.4
289.6

23.2

300.0
321.7
289.8

343

258.0
266.8
256.1

18.7

265.5
293.6
254.7

30.7

to retail unit, less allowance tor byproduct. Farm values are based on prices at first point of
sale and may include marketing charges such as grading and packing for some com-
modities. The farm-retail spread, the difference between the retail price and the farm value,
represents charges for assembling, processing, transporting, and distributing these foods.
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