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Abstract

The National School Lunch Program (NSLP) is the Nation’s second largest food and
nutrition assistance program. In 2006, it operated in over 101,000 public and nonprofit
private schools and provided over 28 million low-cost or free lunches to children on

a typical school day at a Federal cost of $8 billion for the year. This report provides
background information on the NSLP, including historical trends and participant charac-
teristics. It also addresses steps being taken to meet challenges facing administrators of
the program, including tradeoffs between nutritional quality of foods served, costs, and
participation, as well as between program access and program integrity.
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Summary

The National School Lunch Program (NSLP) is one of the largest food and
nutrition assistance programs in the United States, feeding millions of chil-
dren every day. During the 2006 school year, the program served 28 million
lunches daily, on average, at a cost of $8 billion for the year. School meal
providers face the task of serving nutritious and appealing school lunches,
including free and reduced-price lunches for low-income students, and
doing so under budget constraints. This report is intended as a briefing for
policymakers and other stakeholders on the history and basic features of the
program. It also addresses steps being taken by school food authorities and
USDA'’s Food and Nutrition Service (FNS) in response to challenges faced
by program administrators.

What Is the Issue?

One of the main goals of NSLP as identified by Congress is to promote the
health and well-being of the Nation’s children. In recent years, questions
have been raised about the program’s ability to meet this goal, especially as
the main nutrition problem has shifted from undernutrition to overweight
and obesity. Public concern for the program has focused on whether it is
contributing to the growing problem of childhood obesity and on the quality
of foods available to schoolchildren. In response, many States and locali-
ties have imposed stricter nutritional requirements on both NSLP meals and
“competitive foods” (other foods and beverages available in the school).
School meal providers have wrestled with meeting these restrictions and
other program requirements while covering rising costs and encouraging
student participation. Meanwhile, issues at the Federal level include how to
help school meal providers improve the nutritional quality of foods served as
well as how to balance program access and integrity, particularly in regard to
ensuring that ineligible students do not receive free or reduced-price lunches.

What Did the Study Find?

Most issues related to the NSLP touch upon, in one way or another, two, if
not all three, components of a school meal “trilemma” involving the meal’s
nutrition, program cost, and student participation in the program. This
trilemma applies to competitive foods as well because revenues from these
foods can be important to the budgets of both the cafeteria and the school as
a whole. A change to one component of the trilemma can have unintentional
effects on either or both of the other components.

Nutritional quality of foods. Results are inconclusive from the best designed
studies comparing the weight gain of NSLP participants with that of nonpar-
ticipants. One study shows no effect of program participation on children’s
obesity, and another study shows a small effect. The most rigorous study of
nutrient intake shows similar calorie intakes for participants and nonpartici-
pants but higher fat and sodium intakes for participants. While some studies
find that participants derive important nutritional benefits from participating
in the program, including higher intake of key nutrients and underconsumed
foods and lower intake of sweets, other findings suggest that participants
have high intakes of fat and sodium, and that a substantial share of school
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meal providers are not ensuring that foods meet the recommended levels of
fat and sodium.

Program costs and revenues. To defray costs, many schools, and, sometimes,
the school food service itself, depend on revenues from competitive foods,
even though such foods have been found to contribute to overconsumption of
calories, increased plate waste of nutritionally balanced NSLP lunches, and
decreased intakes of nutrients by students. Rising costs also have increased
pressure on school boards to use private foodservice management companies.
The size of these operations provides them with greater purchasing power to
procure foods. Many also reduce costs by providing lower benefit levels to
their employees than those provided to employees of inhouse school meal
providers.

Several studies show that schools could reduce the fat content of foods
offered and increase consumption of underconsumed foods, such as milk and
vegetables, while still maintaining revenue levels and NSLP participation
levels. This can be done by exposing students to new foods, updating menus,
changing the way food is presented, and providing nutrition education.
USDA has assisted schools in this effort by providing grants for educational
resources through its Team Nutrition initiative and by including lower fat
foods as part of the commodities it donates to the program.

Access and integrity. In the late 1990s, concerns arose that certification
errors were enabling ineligible students to receive free or reduced-price
meals from NSLP. Studies to uncover the sources of the errors found that
household incomes of students often changed during the year, causing

some students to move in and out of monthly eligibility. The 2004 Child
Nutrition Reauthorization Act established eligibility for certified students
for a full year, and this change has eliminated errors related to income vola-
tility. Direct certification—automatic certification for children in households
participating in the Food Stamp Program, Temporary Assistance for Needy
Families, or the Food Distribution Program on Indian Reservations—has also
reduced error rates and has been shown to increase participation by students
eligible for a free school lunch. The Act required all schools to phase in
direct certification and to use new methods to verify eligibility of students.
The new policies are expected to reduce, but not totally eliminate, certifica-
tion errors; some errors, such as those stemming from household reporting,
are not directly affected by the policies.

Improving the nutritional quality of school meals and competitive foods
may, in principle, be a goal of many NSLP stakeholders, including schools,
parents, the nutrition community, FNS, and Congress. But meeting this goal
may raise program costs for parents, localities, or the Federal Government.
Moreover, even if more nutritious foods are provided, that does not guar-
antee that students will eat them. Both participation and program costs can
be affected by administrative policies and procedures, such as those used to
determine program eligibility, to enroll children through application or direct
certification, and to conduct eligibility verifications.
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How Was the Study Conducted?

Researchers from USDA’s Economic Research Service (ERS) reviewed
recent economic-based and nutrition-based literature on NSLP, focusing on
issues of health and administration. In summarizing findings from different
studies, researchers gave more weight to the studies that were nationally
representative and rigorously conducted. Several new studies have greatly
aided these efforts. A large and comprehensive study sponsored by ERS
assessed the last 35 years of research on health and nutritional outcomes of
all food and nutrition assistance programs. The 2005 School Nutrition and
Dietary Assessment Survey (SNDA), sponsored by FNS, provided the most
recent data on the program’s impact on children’s diets. The 2005 School
Lunch and Breakfast Cost Study, sponsored by FNS, provided nationally
representative data on school meal costs. Several other studies sponsored by
FNS provided findings on the efficiency of NSLP administration.

v
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Abbreviations

AMS Agricultural Marketing Service (of U.S. Department of
Agriculture)

APEC Access, Participation, Eligibility, and Certification

CATCH Child and Adolescent Trial for Cardiovascular Health

CFR Code of Federal Regulations

CNA Child Nutrition Act

CPS Current Population Survey

DHHS Department of Health and Human Services

DSCP Defense Supply Center, Philadelphia

ECLS-K Early Childhood Longitudinal Survey —
Kindergarten cohort

ERS Economic Research Service (of U.S. Department of
Agriculture)

FCS Food and Consumer Services (of U.S. Department of
Agriculture)

FDA Food and Drug Administration (of U.S. Department of
Health and Human Services)

FDPIR Food Distribution Program on Indian Reservations

FNS Food and Nutrition Service (of U.S. Department of
Agriculture)

FSA Farm Service Agency (of U.S. Department of Agriculture)

FSP Food Stamp Program

FVPP Fruit and Vegetable Pilot Program

GAO Government Accountability Office (formerly General
Accounting Office)

HACCP Hazard Analysis and Critical Control Points

IOM Institute of Medicine (of National Academy of Sciences)

LEAF Linking Education Activity and Fitness

NFSMI National Food Service Management Institute
NHANES National Health and Nutrition Examination Survey

NSLA National School Lunch Act

NSLP National School Lunch Program

OoIG Office of the Inspector General (of U.S. Department of
Agriculture)

RCCI Residential Child Care Institutions

SBP School Breakfast Program

SFA School Food Authority

SIPP Study of Income and Program Participations

SLBCS School Lunch and Breakfast Cost Study

SMI School Meals Initiative

SNDA School Nutrition and Dietary Assessment

TANF Temporary Aid to Needy Families

USDA U.S. Department of Agriculture

WPA Works Progress Administration
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Overview of the National School Lunch
Program

The National School Lunch Program (NSLP) was established under the
National School Lunch Act (NSLA), signed by President Harry Truman in
1946, to “safeguard the health and well-being of the Nation’s children and
to encourage the domestic consumption of nutritious agricultural commodi-
ties and other foods.” The NSLP has grown to become the second largest
U.S. food and nutrition assistance program in both numbers of children
served—30 million in 2006—and Federal dollars spent—=8 billion in 2006.
Almost 60 percent of American children age 5-18 participate in the program
at least once per week. Almost half of all lunches served are provided free to
students, with an additional 10 percent provided at reduced prices. Although
schools are not required to offer NSLP meals, 94 percent of schools, both
public and private, choose to participate in the program. NSLP accounts for
17 percent of the total Federal expenditures for all food and nutrition assis-
tance programs.

This report presents comprehensive background information on the
NSLP—how it works, its history and recent changes, program trends, partici-
pant characteristics, and current issues. Many of the broader issues faced

by NSLP are similar to those facing food and nutrition assistance programs
in general. The program was begun at a time when malnutrition due to
poverty was a major concern. While poverty still exists in America, under-
weight children are now rare. Obesity among children, however, is rising,
especially among the poor (Ogden et al., 2006). Policies designed to ensure
adequate food consumption could contribute to rising rates of obesity if they
inadvertently encourage some recipients who already are eating enough to
eat more. This may be even truer of the NSLP because school meals are
required to meet a calorie target; while a provision called “offer versus
serve” allows children to decline certain parts of the meal, children who

take the whole meal may take in more calories than they need. Critics of the
program argue that recipients might be better off receiving income instead
of food (Besharov, 2003). Policymakers face hard choices because the chil-
dren served by NSLP have diverse nutritional needs, making a single policy
for all difficult to craft. While all children benefit from a healthful meal and
healthful food choices, requirements for calorie intake differ among children,
depending on many factors.

Like other food and nutrition assistance programs, NSLP also was intended
to increase demand for agricultural commodities. It supports commodity
demand by providing free and reduced-price lunches for low-income
students, subsidizing full-price lunches to a small extent, and directly
donating commodities to the program. Critics of the program argue that these
donations—over and above whatever increase in food consumption a free or
subsidized lunch generates—could influence the content of the meal.

Other NSLP concerns accept the basic premise and structure of the program
and focus on potential improvements at the margins. These include serving
lower fat menu items and more fruits, vegetables, and whole grains without
decreasing student participation or increasing plate waste, and without over-
stepping program cost boundaries.
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Budgetary pressures on schools increased in the early 1980s following cuts
in subsidies for full-price meals. The budget squeeze has continued as school
meal reimbursement rates have gone up more slowly than the growth in
costs, particularly the health benefit component of labor costs. These pres-
sures have led many school nutrition authorities to offer a la carte items in
school meals that do not meet nutritional standards but contribute to the

food service program’s bottom line. Concerns raised by parent groups have
resulted in restrictions on “competitive foods” through individual State laws
and wellness policies implemented by local school districts.

This cost pressure is such that some school nutrition authorities may be
taken over by private foodservice management companies. These organiza-
tions may operate at lower costs due to greater purchasing power stemming
from their size, as well as lower benefit levels provided for their employees.
While managers in local school districts have an understandable desire to
protect workers from a takeover, higher labor costs make it more difficult for
schools to serve students more healthful meals that are both appetizing and
affordable.

Like other food and nutrition assistance programs, the NSLP faces the
constant challenge of encouraging eligible households to apply for participa-
tion while preventing loss of program benefits through errors in certification
of eligible recipients. Increasing participation—both through encouraging
application for free and reduced-price meals, and by using electronic
payment to reduce the potential for stigma associated with participation—
does more than just expand the benefits of the program. Higher numbers of
participants increase reimbursements for free and reduced-price meals, which
are often critical to covering fixed costs of meal service in a school district.

School districts vary by size, income level, student food preferences, labor
costs, population density, and level of concern for nutrition, and they differ in
approaches taken to balance program goals and costs. Thus, national gener-
alizations about the NSLP can obscure issues affecting a sizable fraction of
school food authorities (SFA).

Under NSLP requirements, schools must operate their lunch programs on
a nonprofit basis, provide free or reduced-price meals to eligible children,
and serve lunches at regular meal hours (see box, “Summary of Program
Elements”). School lunches must meet the applicable recommendations of
the Dietary Guidelines for Americans, while reflecting the differing nutrient
and calorie needs of children. Schools that choose to take part in the lunch
program receive cash reimbursements for each meal served. In addition

to receiving cash reimbursements, schools are entitled by law to receive
commodity foods, known as “entitlement” foods, for each meal served.
Schools can also receive “bonus” commodities as they become available
from surplus agricultural stocks.

At the Federal level, USDA’s Food and Nutrition Service (FNS), Child
Nutrition Division, reimburses States for NSLP meals served in schools,
coordinates NSLP policy, provides technical assistance, and oversees the
work of the State agencies. The State agencies, in most cases within a State
department of education, in turn, administer the program through agreements
with local school food authorities. The State agencies are responsible for
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managing fiscal elements of the program, monitoring SFA performance and
adherence to USDA nutrient standards, and providing SFAs with technical
assistance.

SFAs operate the NSLP at the local level. Their jurisdiction usually corre-
sponds to school district areas but can be confined to single schools or groups
of school districts. In addition to serving meals that meet nutritional require-
ments, the SFAs process applications and certify students as being eligible
for free or reduced-price lunches; they verify the eligibility status for a
sample of free and reduced-price meal recipients; and they maintain program
data for reporting and reimbursement claims.

NSLP does not require applicants to submit income documentation, and
participant income requirements do not include an asset limit. The relatively
low burden for certification may contribute to the program’s role in meeting
food assistance needs, as nearly two-thirds of children receiving free lunches
come from households whose incomes appear to be low enough to qualify
for the Food Stamp Program and Temporary Aid to Needy Families (TANF)
but who either do not meet other requirements or choose not to participate
(Newman and Ralston, 2006).

3
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Summary of Program Elements'

Eligibility and benefits

Free lunch: Household income is less than or equal to 130 percent of poverty level, OR household
participates in Temporary Aid to Needy Families (TANF), Food Stamp Program (FSP), or Food Dis-
tribution Program on Indian Reservations (FDPIR), OR child is homeless, runaway, or migrant.

Reduced-price lunch: (students paid 40 cents in 2006): Household income is between 130 and
185 percent of poverty level.

Certification process

Application: Parent or guardian must submit an application to the school food authority (SFA), any
time during the school year, self-reporting households’ total income for the most recent full month,
the size of the household, and whether the student receives benefits from any of the three other
Federal food and nutrition assistance programs.

Direct certification: Participants in FSP, TANF, or FDPIR are automatically certified for free lunch
through administrative records. Requirement is phased in for all SFAs by 2008 under the 2004 Child
Nutrition and WIC Reauthorization Act.

See “Administrative Issues: Access and Integrity Tradeoffs” on page 34 for further details.

Verification
requirements

Required sample: SFAs must verify a sample of applications and have several options. The most
common is a 3-percent sample of “error-prone” applications, up to a total sample of 3,000. If there
are not enough applications to fill a sample of 3,000, the SFA adds households selected at random.

Deadline: November 15.

USDA reimbursements
(as of 2006)

NSLP reimburses the following amounts to school food authorities for lunches served:
Free lunch: $2.40  Reduced-price lunch: $2.00 Paid lunch: $0.23

Rates are 2 cents higher in school districts with more than 60 percent free and reduced-price meals
and are also higher in Alaska and Hawaii.

Commodity donations
(as of 2006)

Entitlement commodities: USDA donates commodities at a rate of 16.75 cents (2006) per meal
served the previous year.

Bonus commodities: USDA purchases additional commodities to remove surplus from the
marketplace. Amounts vary annually.

See box, “USDA’s Commodity Donation Program,” on page 19 for further details.

Universal free meal
provisions

Provision 1: School may certify students as eligible for free lunches for 2 years if 80 percent of the
student body is eligible for free or reduced-price lunches.

Provision 2: Schools may provide free lunches to all students for 4 years as long as the school
pays the difference between the Federal subsidies and the cost of providing the lunch. The school
receives Federal reimbursement payment rates according to the percentage of paid, free, and
reduced-price lunch shares consumed in a base year at the school. The base year for provision 2
is the first of the 4 years of operation of the agreement.

Provision 3: Schools provide free lunches to all students for 4 years, and receive the same level of
Federal cash and commodity assistance as they received in the last year for which the school made
eligibility determinations and meal counts for each type, with annual adjustments for enroliment and
inflation.

Meal requirements
for reimbursement

Nutrients: Meal must provide one-third of the daily requirement for energy, protein, calcium, iron,
and vitamins A and C, and no more than 30 percent of calories from fat, 10 percent from saturated
fat, and moderate amounts of sodium and cholesterol.

Changes in the 2005 Dietary Guidelines may lead to revision of meal requirements, especially for
energy (see “Meal Requirements” on page 18).

Required foods—food-based meal plan: Food must include 1.5 - 2 oz of meat or meat alternate,
two servings of fruits or vegetables, one serving of grain product, and 8 oz of fluid milk. (Increased

quantities of fruits, vegetables, grains, and breads are served with the “enhanced food-based meal

plan.)

Nutrient-based meal plan: Food must include any combination of entrée, side dish, and milk
meeting nutrient requirements.

Offer vs. serve: Student may refuse up to two items, and meal will still be counted as reimbursable.

Food safety
requirements

Commodities purchased by USDA for donation to NSLP meet strict food safety standards. As

of 2004, meals produced by school cafeterias must have documentation on standard operating
procedures to monitor heating, cooling, and refrigeration to ensure food safety. Cafeterias must be
inspected twice annually, up from once annually.
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Summary of Program Elements'—continued

Other NSLP funding Team Nutrition: Established as part of School Meals Initiative, this program provides schools with
nutrition education grants, nutrition education materials for children and families, technical assis-
tance materials for school foodservice employees at all levels, and materials to build school and
community support for healthful eating and physical activity.

National Food Service Management Institute: This research and training center located at the
University of Mississippi provides resources for nutrition education, improved food preparation and
presentation, and other areas of school foodservice management.

Related programs School Breakfast Program: Under separate legislation, this program provides free, reduced-price
and full-price breakfasts to students. See discussion of interaction of school meal programs in
“Issues of NSLP Outcomes: Is NSLP Making Children Overweight To Support Agriculture?”

on page 16.

Summer Feeding Program: This program extends the availability of free breakfasts and lunches
into the summer months in low-income areas. Approved sponsors of the program include school
districts, local government agencies, camps, or private nonprofit organizations. Sponsors receive
reimbursements for type of meal provided as well as assistance with administration costs. “Seam-
less Summer” waivers permit school food authorities to run community-based summer feeding
programs under the NSLP and to receive the NSLP reimbursement rate, which is slightly lower than
the Summer Food Service Program rate.

Special Milk Program: Under NSLP legislation, this program provides subsidized milk to school
children for whom NSLP is not available.

After-School Snack Program: Under NSLP legislation, this program reimburses schools for
healthful snacks given to students in educational after-school programs.

1For further details, see Menu Planning in the National School Lunch Program,
http://www.fns.usda.gov/cnd/menu/menu.planning.approaches.for.lunches.doc, NSLP regulations,
http://www.fns.usda.gov/cnd/Governance/regulations/7CFR210.pdf, and Regulations and Policy
http://www.fns.usda.gov/fns/regulations.htm.
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NSLP History and Trends

The National School Lunch Program was founded by the National School
Lunch Act in 1946 as a way to provide permanent Federal support to long-
standing efforts in some States and localities to provide meals to school-
children. The program has grown over the decades to become practically
universal in its coverage: almost all schools participate in the program.

Legislative and Regulatory History

The Child Nutrition Act (CNA) of 1966 and later amendments to the NSLA
and CNA consolidated the program’s administration and expanded meal
assistance with the addition of the School Breakfast Program, the Summer
Food Service Program, and the Child and Adult Care Food Program (see
box, “NSLP Timeline”). Concern over costs and targeting emerged with the
Omnibus Budget Reconciliation Acts 1980-81, which reduced subsidies for
paid meals but increased the income range for free-meal eligibility.

More recent changes in the 1990s through 2004 have reflected rising
concerns for children’s health. The School Meals Initiative, developed in
response to the Healthy Meals for Americans Act of 1994, required schools
to provide meals that meet the Dietary Guidelines for Americans, including
limiting fat to 30 percent of calories. To help schools meet these goals, the
initiative instituted a new menu-planning system created by Team Nutrition
to help schools develop healthful menus that appeal to children, and created
the Commodity Improvement Council to modify specifications for processed
commodities to lower the fat and sodium content of commodities donated to
schools for NSLP.

The 2004 Child Nutrition and WIC Reauthorization Act included a require-
ment that schools develop wellness policies that specify nutrition guide-
lines for all foods in the school, including competitive foods. The act

also increased the certification period for participant eligibility to 1 year,
mandated direct certification of children participating in the Food Stamp
Program, TANF, or the Food Distribution Program on Indian Reservations,
increased food safety requirements, and expanded the Fruit and Vegetable
Pilot into a permanent program.

Participation and Costs Increase Overall

Student participation in the NSLP increased over most years of the program,
despite a drop in total school enrollment of 12 percent from 1971 to 1984.
Participation declined by 14 percent during 1980-82 when reduced-price
lunch reimbursements fell (Lutz et al., 1999), but the number of total lunches
served per year grew at an average annual rate of 1.3 percent, surpassing 5
billion in 2005-06 (fig. 1). This growth matches growth in the school enroll-
ment from 1985 to 2000: both the number of total lunches served and enroll-
ment in elementary and high schools increased around 18 percent from 1985
to 2000. Participation by students eligible for free and reduced-price meals
has increased even more rapidly. During 1983-2005, free and reduced-price
meals served increased by an average annual rate of 1.9 percent per year.
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NSLP Timeline!

1900s Private charities and local school boards provide funding for school lunches in some locations in
response to concern over learning abilities of malnourished students.

1932 Locally organized school lunch programs receive Federal loans and agricultural surpluses.

1935 The Works Progress Administration (WPA) provides labor to schools for cooking and serving
lunches.

1936 USDA becomes authorized to purchase surplus farm commodities and distribute them to local

school lunch programs.
1946 National School Lunch Act (NSLA) establishes the NSLP, which includes the following requirements:

* Meals must meet minimum nutritional standards

¢ Lunches must be available to low-income students at no cost or reduced price without
discrimination

* Program must be nonprofit

* School lunch must use surplus commodities to the extent practical

» Schools must report expenditures and receipts to State educational agencies

1962 NSLA is amended to change funding from grant aid to States to a guaranteed meal reimbursement,
and additional funding is provided to schools with high percentages of low-income children.
1966 Child Nutrition Act (CNA) is signed into law. The act:

e Combines school foodservice programs from other agencies into one program under USDA

e Funds a 2-year pilot project of a school breakfast program

e Funds a foodservice equipment assistance program

* Provides additional funds for schools serving low-income students, including equipment and
administrative costs

1968 Concern over hunger in America increases political support for school meal programs. CNA is
amended to create the Summer Food Service Program and the Child and Adult Care Food Pro-
gram, to fund State administrative expenses, and to extend program authority for the School Break-
fast Program to 1971.

1970 Amendments to the NSLA and the CNA establish USDA'’s Food and Consumer Service as the ad-
ministrating agency for NSLP and other Federal food assistance, change eligibility criteria national
guidelines for providing free or reduced-price meals, and prohibit discrimination and overt identifica-
tion of needy children.

1975 Amendments to the CNA make the School Breakfast Program permanent and make Residential
Child Care Institutions (RCCI) eligible to participate as “schools” in the NSLP.

1977 NSLA amendment introduces provisions allowing schools with high percentages of low-income
students to certify students for 2 years instead of 1, or to certify all students for free lunches and be
reimbursed according to participation by meal type in the base year.

1980 First Dietary Guidelines for Healthy Americans is published.
1980-81 Omnibus Budget Reconciliation Acts of 1980 and 1981 are enacted. The acts:

¢ Reduce reimbursement rates for reduced-price and paid lunch

e Introduce verification procedures

* Reduce the cash value for commodities

* Provide for a revision of income-eligibility guidelines

* Raise income limit for free lunches from 125 to 130 percent of poverty and lower limit for
reduced price from 195 to 185 percent of poverty

e Terminate assistance for foodservice equipment

* Reduce the appropriations for nutrition education and training grants

In response to lower reimbursement rates, SFAs raise prices for paid lunches, and participation
rates fall by 14 percent (Lutz et al., 1999).

1983 Restriction on sales of foods of minimal nutritional value is relaxed; sales are prohibited only in food-
service areas during meal times, rather than all through the schoolday, throughout the school (GAO,
2005).

1991 Healthy People 2000: National Health Promotion and Disease Prevention Objectives calls on school

meal programs to increase the proportion of meals that meet the Dietary Guidelines for Americans
to 90 percent by the year 2000 (DHHS, 1991).
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NSLP Timeline—continued!

1993 Results from the 1991-92 School Nutrition Dietary Assessment (SNDA) conducted by USDA’s FNS
find that school meals generally meet the nutritional needs of children but that school lunches do not
meet the dietary guidelines for fat and saturated fat as a percent of calories (Burghardt et al., 1993).

1994 Healthy Meals for Healthy Americans Act requires school lunches to conform to the Dietary Guide-
lines by 1996 and requires that commodities account for at least 12 percent of total assistance.

USDA launches the School Meals Initiative for Healthy Children to implement changes in meal
requirement regulations and support improvements in the nutritional content of school lunches
through technical assistance, nutritional improvement in commodity donations, and an alternative
nutrient-based meal planning system.

1996 The Healthy Meals for Children Act adds a menu-planning option that allows for more fruits, veg-
etables, and grains and provides schools with more flexibility in meeting nutrition standards with
regard to the use of commodity provisions.

2001 Results from the 1998-99 SNDA Il find that the average fat content of school lunches fell from 39 to
35 percent of calories but still did not meet the 1995 Dietary Guidelines
2002 Nutrition Title of 2002 Farm Act provides $6 million for the Fruit and Vegetable Pilot Program to

provide free fresh and dried fruits and fresh vegetables to designated schools in four States and one
Indian Tribal Organization.

Fifty million dollars is allocated for fresh produce for school meals through the Department of Defense.
2004 The Child Nutrition and WIC Reauthorization Act of 2004 is enacted. The act:

* Expands certification period to 1 year, aligning law with common practice

* Requires direct certification to be phased in as a required part of certification process, requires
schools to develop Hazard Analysis and Critical Control Point plans for food safety in meal
production, and increases food safety inspections from once to twice annually

* Authorizes Fresh Fruit and Vegetable Pilot as a permanent program and expands to new States
and Indian Tribal Organizations

* Requires school food authorities to develop wellness plans specifying nutritional standards for
all foods in schools and goals for physical fithess of students

2005 Release of 2005 Dietary Guidelines for Americans has implications for school meal requirements.
New guidelines recommend different calorie limits for different levels of activity and recommend fat
intake between 25 and 35 percent of calories, rather than below 30 percent.

Agriculture, Rural Development, Food and Drug Administration and Related Agencies Appropria-
tions Act of 2006 further expands the Fresh Fruit and Vegetable Program to a total of 375 schools in
14 States and 3 Indian Tribal Organizations.

2007 Results from the 2004-05 SNDA 111 find that less than one-third of schools served lunches contain-
ing at most 30 percent of calories from fat and less than 10 percent of calories from saturated fat.

1For a comprehensive history of school meals through 1970, see Gunderson (1971).

The rate of program participation has stayed fairly stable since 1989, the
earliest year for which data are available. In Federal fiscal year 1989, NSLP-
participating students (who received a full price, reduced-price, or free lunch)
accounted for 60 percent of all students in NSLP-participating schools. The
rate declined slightly through the 1990s to nearly 58 percent in fiscal year
2000 and then increased steadily from 2003 to about 62 percent in fiscal year
2008, the last year for which data are available (fig. 2).

Federal expenditures adjusted for inflation have increased more slowly than
total NSLP participation, and substantially more slowly than the number of
free and reduced-price meals served, which make up the bulk of reimburse-
ments. While Federal expenditures in nominal (unadjusted for inflation)
dollars increased at 4.8 percent per year during 1983-2005 (fig. 3), Federal
expenditures in 2005 dollars increased only 1.1 percent per year during this
period. (See “Administrative Issues: Access and Integrity Tradeoffs” on page
34 for a discussion of program finances at the local level.)
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Figure 1

Participation: Total lunches and free and reduced-price
lunches served
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Figure 2
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Figure 3
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Characteristics of NSLP Participants

What are the characteristics of students who receive school meal benefits?
Do they differ greatly from those of other students? Every year, FNS releases
national and State-level statistics on NSLP participants who received free,
reduced-price, and full-price lunches. The most recent data, for 2006, based
on over 5 billion lunches served, indicate that 49 percent of meals served
were free, 10 percent were reduced price, and 41 percent were full price
(USDA, ENS, 2007a).

Participant characteristics, such as age group, household composition,
ethnicity, income, and other information, are not available in the annual
statistics from FNS, which are collected as administrative data from the
schools. FNS publishes such data when available from its nationally repre-
sentative School Nutrition Dietary Assessments (SNDA), the most recent
of which (SNDA III) was conducted in 2004-05 (see Gordon et al., 2007a,
for results). Participant characteristics are included in a few more frequent
national surveys, such as the Survey of Income and Program Participation
(SIPP) and the National Health and Nutrition Examination Survey
(NHANEYS).

Using data from SNDA III, Gordon et al. found that 7 of 10 students reported
usually participating in NSLP, defined as three or more times per week

(table 1). This proportion is comparable to that reported in findings from
other national surveys (Newman and Ralston, 2006). Almost all (89 percent)
students who are certified to receive a free or reduced-price meal participate,
whereas those who are not certified for a subsidized meal still participate at a
fairly high level (60 percent). Minority students participate at slightly higher
levels than do non-Hispanic White students, and students from households
with lower income-to-poverty ratios also participate at higher rates than those
with higher income-to-poverty ratios.

Table 1
Share of all students in a given category who reported usually
participating in NSLP, school year 2004-05

Percent
All students 71.9
Certification status
Free or reduced-price meals 88.7
Not certified 60.4
Ethnicity
Non-Hispanic White 68.0
Non-Hispanic Black 78.2
Hispanic 76.3
Other 73.6
Income/Poverty ratio
0to 130 84.1
131to 185 82.5
186+ 64.4

Note: Usual participation is defined as participation on 3 or more days per week, per child report.

Source: USDA, ERS using data from School Nutrition Dietary Assessment Study-Ill, school year
2004-05, Child Interview, Dietary Recalls, Parent Interview. Weighted tabulations prepared by
Gordon et al. (2007a).
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According to data from SNDA III, in 2004-05, students age 8-10, the largest
single age group, made up nearly a third of all NSLP participants; students
age 11-13 made up about a quarter (table 2). Younger students, age 5-7,
made up 16 percent of participants, and older students, age 14-18, made up
26 percent. Children age 8-13 were more likely to participate than children in
other age groups, while children age 16-18 were less likely to participate.
Seven of 10 NSLP participants lived in dual-adult households, somewhat less
than the percentage of all students who did so. And while White students are
less likely to participate than Blacks and Hispanics, half of NSLP participants
were White. Students in families receiving food stamps and/or TANF had higher
representation among NSLP participants than they did among all students.
Table 2
Sharacteristics of students and NSLP participants on a typical day,
school year 2004-05

All students All NSLP

age5-18 participants

Percent

Ethnicity:
Non-Hispanic White 54.2 50.4
Non-Hispanic Black 16.8 19.1
Hispanic 21.9 24.0
Other 7.0 6.5
Total: 100.0 100.0
Age group (years):
6to7 13.3 15.6
8to 10 28.3 32.8
11t013 23.7 25.5
14to 15 16.1 12.5
16to 18 18.8 13.5
Total: 100.0 100.0
Income/Poverty ratio
0to0 130 35.0 28.7
131 to 185 15.3 12.6
186+ 49.8 45.2
Total: 100.0 100.0
Household composition:
Adult respondent lives with spouse
or partner 74.2 70.4
Adult respondent does not live with
spouse or partner 25.8 29.6
Total: 100.0 100.0
Other programs (not mutually exclusive):
Family receives food stamps 21.0 241
Family receives TANF or other
cash assistance 8.0 9.5
Food security status
Food secure 82.5 77.6
Low food security 12.6 16.6
Very low food security 4.9 5.7
Note: Participation on a typical day is defined as participation on the day students were inter-
viewed. TANF = Temporary Aid to Needy Families.
Source: USDA, ERS using data from School Nutrition Dietary Assessment Study-lll, school year
2004-05, Child Interview, Dietary Recalls, Parent Interview. Weighted tabulations prepared by
Gordon et al. (2007a).
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Participant Characteristics by Meal Type

An examination of participant characteristics by meal type (full price,
reduced price, or free) offers further insights into the population served by
the NSLP. While cross-tabulations by meal type are not yet available from
SNDA III, they were reported by Newman and Ralston (2006) from the
Survey of Income and Program Participation (SIPP) for fiscal year 2001.

The definition of NSLP participation in SIPP differs from the FNS defini-
tion: FNS reports participation in daily averages over 9 school months of

the Federal fiscal year (October 1 to September 30), whereas SIPP reports
participation by month. Nevertheless, the survey-based estimates of shares of
participants in each payment category in SIPP match well with FNS shares
of lunch receipt in each category, thus providing a basis for the estimates of
participant characteristics. Further, data from SIPP indicate that the shares

of participants and all students represented by population subgroups were
roughly similar to those shown in table 2, suggesting that the more detailed
cross-tabulations discussed in this section are relevant.

Preteens in All Categories Participate
More Than Other Age Groups

According to data from SIPP, the age distribution of NSLP participants did
not differ greatly across meal types. Among free-lunch recipients, the age
breakdown was similar to that of all participants (fig. 4). Older students
accounted for a slightly larger share of reduced-price lunch recipients, and
they were more highly represented among paid-lunch students as well.

The somewhat smaller representation of older teens receiving free lunches
is consistent with evidence suggesting that perceived stigma associated with
free lunches, when it exists, is more prevalent in this age group (Glantz et

Figure 4
NSLP participants by meal type and age group, 2001

Percent
100
Age group
5t07
80
81010
60 —
40 — 11to 13
20 14to0 15
1610 18
0
Free Reduced- Full- All participants
price price
Meal type
Source: USDA, ERS using SIPP, 2001.
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al., 1994). The average household incomes of older students were higher
(as shown later in this chapter), which also would lead to lower free-lunch
participation rates among this group (Newman and Ralston, 2006).

In contrast, the difference in distribution of participating household compo-
sition types was more notable across the three payment types (fig. 5). SIPP
data show that free-lunch recipients were about as likely to be from a single
female-headed household as from a married-couple household, while
reduced-price lunch recipients were more likely to be from a married couple
household than from a single female-headed household (33 percent). And,
paid lunch recipients were even more likely to be from a married-couple
household than from a single female-headed household (14 percent). The
percentage of students from single male-headed households was similarly
low across the three payment types.

Ethnic Composition Influenced by Incomes

Racial and ethnic distribution also differed notably across the three payment
types (fig. 6). Shares of free-lunch recipients were divided nearly equally
among the three major ethnic groups, with Blacks, Whites, and Hispanics
ranging from 28 to 35 percent of the total. Native Americans and Asians
accounted for significantly smaller shares. Among reduced-price lunch recip-
ients, the highest shares were attributed to Whites, Blacks, and Hispanics,
respectively. And, among paid-lunch recipients, Whites had a significantly
higher share than the other groups. The predominance of Whites in the last
category of recipients reflects the greater proportion of White children in the
population as well as the higher average incomes of Whites relative to the
U.S. population as a whole.

Figure 5
NSLP participants by meal type and household composition

Percent
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90 —
Female
80 — householder
70 Male
60 — householder
50 —
40 —
30— Married
couple
20—
10—
0
Free Reduced- Full-price All
price participants
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Source: USDA, ERS using SIPP, 2001.
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Figure 6
NSLP participants by meal type group and ethnicity
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Source: USDA, ERS using SIPP, 2001.

Income as a Ratio of Poverty by Meal Type

The distribution of the income-to-poverty ratio differed across the three
payment types as expected, with the proportion of low-income recipients
increasing as the subsidy level increases (fig. 7). Sixty percent of free-lunch
recipients live in households with an annual income below 130 percent of the
poverty line, where the provision of free lunch is likely to have a significant
impact. The remainder had income-to-poverty ratios above the 130-percent
limit. Over half of reduced-price lunch recipients had income-to-poverty
ratios above the 185-percent limit. Some of these recipients may have lived
in districts providing universal free lunch under provisions 2 or 3 of NSLP
regulations, or some may have benefited from State or local subsidies. Others
may have had lower 1-month incomes at the time of application than the
annual average income used here. The data may also reflect income reporting
errors. On the other hand, almost 8 percent of NSLP participants who paid
for a lunch would have been eligible for a free lunch, and 9 percent who

paid would have been eligible for a reduced-price lunch. Again, however,
using annual survey data to estimate a household’s monthly income at the
time of application provides only a rough estimate of program eligibility.

See “Administrative Issues: Access and Integrity Tradeoffs” on page 34 for
further discussion of the implications of eligibility and benefit receipt.
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Figure 7
NSLP participants by meal type and percent of poverty
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Source: USDA, ERS using SIPP, 2001.

The mean income-to-poverty ratios of NSLP participants by subgroups
help explain the trends shown in this chapter. White (non-Hispanic) student
households had higher mean income-to-poverty ratios (4.2) than Black
(3.3), Hispanic (3.4), Native American (3.4), and Asian student households
(4.0). Married-couple households were better off than other types of house-
holds (4.2), while female-headed households were the least well off (3.1).
Households with older students had consistently higher income-to-poverty
ratios than households with younger students, although the differences were
not great. Households with students age 16-18 had an average income-to-
poverty ratio of 4.0, whereas households with the youngest students had an
average income-to-poverty ratio of 3.7.
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Issues of NSLP Outcomes:
Is NSLP Making Children Overweight
To Support Agriculture?

Many of the broader issues faced by NSLP are similar to those of food and
nutrition assistance programs in general. When the program began in 1946,
it was seen as a way to reduce undernutrition among low-income chil-

dren while supporting the demand for U.S. agriculture. Now, critics of the
program charge, the poor are no longer undernourished and providing assis-
tance in the form of food instead of income contributes to obesity, either by
encouraging overconsumption of some foods that are high in fat and calories
or by increasing overall food consumption beyond what is necessary for
growth and health (Besharov, 2003; Yeoman, 2003).

How NSLP Can Influence Children’s Diets

NSLP has the potential to influence children’s food consumption in several
ways. First, the program subsidizes lunch for low-income families by giving
cash reimbursements to schools for meals provided free or at a reduced price,
thus lowering the cost and potentially increasing food consumption for low-
income children—either in total or for some categories of foods. By subsi-
dizing the cost of providing lunches to children, the program also provides
participating families, especially low-income families, with additional
income. This could affect children’s diets further if this additional income
changes food purchases. Economists refer to these two effects as a “price
effect” and an “income effect.” The overall effect of this subsidy depends
on the income level of recipients and the cost (including time) of providing a
lunch from home. Subsidized meals have a greater impact on diets of recipi-
ents who have difficulty meeting basic food needs.

Second, USDA directly donates commodities to States for use in school
lunches. Commodity donations could influence meals if the donated

foods were different from what children would otherwise eat, and if they
were donated in sufficient quantities. Note that the program requires that
commodity donations for school lunches be produced domestically. The
program could increase demand for U.S. agricultural products even without
increasing amounts of food consumed because domestically produced food
could substitute for imported food.

Third, the program originally required specific quantities of individual food
groups as part of a food-based meal pattern in order to meet nutritional objec-
tives. While the program now allows a nutrient-based meal pattern with no
specific food requirements, nearly four of five school food authorities still
follow a food-based plan (either “traditional” or “enhanced”) (Logan and
Kling, 2005), and the program still requires schools to offer milk with every
meal. Under the food-based and nutrient-based patterns, requirements for
calories and nutrients influence the content and size of meals offered.

Donated Commodities

Critics of NSLP charge specifically that the program forces schools to accept
higher fat foods, such as high-fat meats and cheeses, in order to support these
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products as demand in the open market declines. It is important to recognize
that commodities purchased must be used for meals that meet the Dietary
Guidelines for fat and saturated fat. In fact, as part of the 1995 School Meals
Initiative for Healthy Children (SMI), USDA began offering more low-fat
meat and cheese products as part of commodity donations as well as greatly
expanding fresh produce donations. Further, schools consider distribution,
storage costs, and other logistical factors in accepting donated commodities.

Are the commodity donations big enough to make a difference in the foods
that schools offer and children eat? While the USDA commodity purchases
represent 17 percent or less of the total food budgets of school food authori-
ties on average, USDA is often able to purchase the commodities at lower
prices than those available on the open market (MacDonald et al., 1998),

so those dollars purchase a larger volume of commodities than the schools
would be able to purchase with the same amount of money. This amount
could be enough to at least have a small effect on meals offered if the range
of commodities offered were sufficiently different from that otherwise
offered, or the prices were sufficiently different from prices on the open
market.

Program regulations specifically require participating school food authori-
ties to “accept and use, in as large quantities as may be efficiently utilized in
their nonprofit school food service,” commodities that USDA purchases for
distribution (CFR 7 chapter II, 210.9b). USDA develops dollar guides within
commodity groups for each State—divided into fruits and vegetables, poultry
and eggs, meat and fish, cheese, and grain products.

The initial plan is based on an estimate of the dollars available for the
upcoming school year, based on forecasting and market analysis, and tradi-
tional levels of support. The plan is adjusted throughout the year as supply
and demand changes. The total target dollars are estimated entitlement
dollars (meals served times the commodity rate). The dollars by commodity
group are based on the national average percentages of prior purchases and
current budget, with each State offered its fair share of dollars available.

Program documents stress that States and school districts “are not precisely
restricted to the dollar amounts in the guide” and that ordering is flexible
(USDA, ENS, 2006). This flexibility is apparent from changes in commodi-
ties purchased by school foodservice programs from 1996 to 2005. Over
that period, poultry as a fraction of meat and poultry together increased from
41 to 46 percent, perhaps reflecting efforts to lower fat content of meals.
Meat and poultry together as a share of total commodity donations fell from
47 to 39 percent, while cheese increased from 14 percent of total dollars

to 16 percent (USDA, OBPA, 1998-2007), perhaps reflecting changes in
preferences.

USDA has made efforts to support goals for improved nutrition within the
context of supporting agriculture. During the 1990s, as part of the School
Meals Initiative, USDA began offering lower fat meat, poultry, and cheese
products and worked with food manufacturers to develop and market test
low-fat cheese with acceptable melting properties. USDA had already
increased the volume of fruits and vegetables purchased through the program
in the 1980s but increased them further in the 1990s. USDA began working
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with the Department of Defense procurement system to offer more fresh
fruits and vegetables through the commodity donation program.

The 2002 farm bill allocated $50 million in commaodity entitlement funds
(section 32) to be used annually for direct purchases of fresh fruits and vege-
tables from the Defense Supply Center, Philadelphia (DSCP) for school years
2003-06. School lunch programs were also given the authority in school year
2005 to make additional purchases of fresh fruits and vegetables directly
from DSCP out of cash reimbursement funds (section 4 and 11 funds).

For further details, see box, “USDA’s Commodity Donation Program.”

Meal Requirements

NSLP meal requirements are another aspect of the program that affects chil-
dren’s lunchtime choices. These requirements have become more flexible,
thus reducing somewhat the influence of the meals on consumption of some
individual food groups, as well as total calories.

School meals are required to meet nutritional targets for calories, protein,
calcium, iron, and vitamin A and, since the 1995 SMI, must meet the Dietary
Guidelines for Americans for the percent of calories from fat and saturated
fat. They also have some requirements for amounts of particular food groups,
at least if they follow food-based menu planning.

The original food-based meal pattern requirement, still followed by the
majority of schools, specifies amounts of meat or meat alternates, breads or
grains, fruits, and vegetables required for a reimbursable meal. This require-
ment encourages consumption from all of these food groups, potentially
more of any individual group than would be consumed otherwise.

As part of the SMI, USDA introduced new options for meal planning,
including the nutrient-based meal plan. This plan requires only that the meal
meet nutrient targets and contain an entrée, a side dish, and milk. This meal
plan would allow, for example, protein-enriched pasta to count toward the
protein target, without requiring a separate meat alternate (defined to include
cheese, yogurt, eggs, beans, or nuts/nut butter) to be included.

This plan offers more flexibility and less potential impact on any commodity
group, since meals may end up looking more like what students would other-
wise be eating. Several State agencies have begun encouraging this approach,
but more than two-thirds of school foodservice programs still follow the
food-based method (Gordon et al., 2007b).

The calorie requirement for NSLP meals could lead to overconsumption for
students whose calorie needs are less than the lunch provides. The “offer
versus serve” provision, required for high schools and adopted by most
middle and elementary schools, allows a lunch chosen by students to be
counted as reimbursable if it contains three of five required meal components
under the food-based plan (or two of three under the nutrient-based meal
plan), and includes fluid milk. This added flexibility may reduce the problem
of mismatch between calorie needs and calories provided by the meal.

18

The National School Lunch Program: Background, Trends, and Issues / ERR-61
Economic Research Service/USDA



USDA’s Commodity Donation Program

School districts and independent schools choosing to participate in the NSLP
receive two forms of Federal support from USDA: cash subsidies and donated
agricultural “entittement” commodities. USDA procures and distributes commodi-
ties to schools that participate in the NSLP and also provides cash reimburse-
ments for each free, reduced-price, and paid meal served. Schools receive
approximately 17 percent of the total dollar value of the food served in the NSLP
from USDA-donated commodities. USDA’s goal of commodity assistance is to
provide students with nutritious food while removing surplus production from the
marketplace to improve and maintain farm income.

In fiscal year (FY) 2005, USDA spent $975.1 million on commaodity purchases for
the NSLP program. USDA’s Food and Nutrition Service (FNS) administers the
domestic food distribution program, with direct procurement assistance from
USDA’s Agricultural Marketing Service (AMS) and USDA’s Farm Service Agency
(FSA).

Generally, purchases are made bi-weekly or monthly in support of both the export
and domestic food and nutrition assistance programs. The purchasing program
is a coordinated effort in USDA. The AMS and FSA specialists knowledgeable
in food processing work with potential vendors, FNS, and food safety specialists
to develop product specifications. Each specification provides details on product
formulations (i.e., manufacturing, packaging, sampling, and testing requirements)
and quality assurance provisions. USDA then assesses market conditions and
determines the availability and anticipated prices of commodities.

During this time, AMS and FSA work closely with FNS to determine recipient
preferences. Then, after notifying specific industries through press releases, AMS
and FSA gather competitive bids or negotiate contracts with vendors and award
contracts. FNS matches the quantity, quality, and variety of purchased commodi-
ties to specific needs of food recipients. AMS, FSA, and FNS work together to
monitor vendors’ compliance with contract requirements and applicable Federal
food safety laws and regulations. And finally, FSA issues delivery orders and
makes payments to vendors to whom contracts have been awarded.

The bulk of commodity donations to schools are called “entitlement” commodities.
School food authorities receive a per meal allotment toward entittiement commodi-
ties (16.75 cents in FY 2006), which is funded from annual customs receipts. The
list of commodity products and foods offered to schools are based on requests
and include minimally processed meats, cheeses, grains, and produce, as well as
a wide range of items, such as frozen hamburger patties, chicken fajita strips and
nuggets, turkey sausage and taco meat, canned and frozen fruits and vegetables,
salsa, macaroni and cheese, and other pasta.

In addition to the entitlement amounts, USDA offers bonus commodity donations
when they are available from surplus agricultural stocks. Bonus commodities are
purchased by USDA specifically to help producers when there is an oversupply in
the retail market. Bonus commodities offered to schools in 2006 included frozen
cherries, sweet potatoes, canned crushed pineapple, and dry beans.
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Milk is the only individual commodity that the program specifically requires
schools to include in all reimbursable lunches, directly under school lunch
legislation.! Schools are permitted to provide calcium-fortified soymilk as an
alternative for students who are allergic to milk. As part of the SMI, USDA
made efforts to support reduction in fat consumption by encouraging schools
to offer reduced-fat, low-fat, and skim milk. In 2004, USDA removed the
requirement to offer whole milk as an option if it was consumed by at least 1
percent of students in the previous year.

The targets for individual nutrients also influence the composition of the
meal in different ways under the nutrient-based and food-based meal plans.
The limits on fat and saturated fat as a percent of calories encourages schools
to use lower fat meats and cheeses and discourages use of butter in cooking.
But the need to meet the calorie requirement under the fat limit encourages
the use of breaded items. Further, the calorie limit requires schools to offer
enough food to meet the target, even if it is more than the student would
otherwise eat. This can increase the amount of commodities consumed.

While the restrictions on fat and saturated fat are designed to improve chil-
dren’s diets, the effect of these requirements is limited. First, under the “offer
versus serve” provision, schools are required to allow students to choose a
subset of the full reimbursable meal, so actual fat content of meals consumed
by students could be higher than the average for the full meal. Second, if
schools offer higher fat choices on the menu for reimbursable meals, the
average meal chosen by students may have a higher fat content than the
average meal offered by the cafeteria. Finally, school food authorities are
checked for compliance only once every 5 years, and even then, some school
food authorities are found to be out of compliance.

The gradual implementation of fat-content restrictions is apparent from
results of the 2005 SNDA III, (Gordon et al., 2007b), which surveyed school
meal providers outside of the periodic review cycle. While the study showed
some improvement in saturated fat content over that shown in the 1998-99
SNDA 1I, it found that only one in four elementary schools served lunches
that met the standard for fat and one in three met the standard for saturated
fat. For high schools, the numbers were even lower: 1 in 10 for fat and 1 in 5
for saturated fat.

The 2005 Dietary Guidelines for Americans allow a new range for fat as

a percent of calories—25-35 percent for children, which is a more relaxed
standard than the previous limit of 30 percent of calories from fat. This relax-
ation may result in menu flexibility that leads to greater program participa-
tion, since participation was found to be negatively associated with lower fat
content of school Iunches (Gleason, 1996).

The new Guidelines also provide calorie recommendations based on activity
level, but as of early 2008, it has not yet been determined which activity level
should be used to establish calorie standards for the NSLP (USDA, FNS,
2005a). That decision could influence the size and composition of meals.

Other changes that could influence meals are the new list of nutrients of
concern for children (calcium, potassium, fiber, magnesium, and vitamin E),
and the recommendation that nutrients should come primarily from foods as
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opposed to fortification, which may influence how fortified foods are counted
toward nutrient standards (USDA, FNS, 2005a). For example, milk served
with NSLP lunches is required to be fortified with vitamin A and vitamin D,
and this contributes to the meal requirement for Vitamin A. If meal planners
decide to count only Vitamin A from food sources such as vegetables toward
the Vitamin A requirement, meals may have to include more of these foods
to meet the standard.

Limited Effect on Agriculture Observed

School lunch legislation was framed as a way to help improve the diets of
children while helping support U.S. agriculture. In practice, the total impact
of the program on agriculture is small relative to the size of the market,
though it could be larger for certain commodities. A study by ERS estimated
that the NSLP plus the School Breakfast Program contributed about $870
million in additional farm production in 2001, or about 0.3 percent of U.S.
farm cash receipts (Hanson, 2003). The effect of school meals on farm cash
receipts differed across commodities—it was about four times as high for
dairy and meat producers (combined) as for fruit and vegetable producers.
This is partly because dairy and meat products have relatively high farm cost
shares, whereas the cost of farm commodities accounts for a relatively small
share of the cost for processed fruits and vegetables, which make up a large
share of all fruits and vegetables served in the school lunch program.

Two factors account for the relatively small impact of this program on agri-
culture. First, the program does not increase food consumption by the total
amount of benefits. Households would have purchased some amount of food
even without the subsidy. Study findings from the early 1980s—the most
recent years for which data are available—suggest that the program increased
the value of household expenditures on food by about 39 cents per dollar

of benefits (Long, 1991). Because farm receipts are only a fraction of each
dollar spent on food, a given level of increase in food expenditure per dollar
of benefit translates to an even smaller contribution to farm income. Second,
the amount of food consumed through NSLP is small relative to total U.S.
food production.

It is important to note, however, that because the program could influence
children’s preferences for particular foods—healthful or unhealthful—the
program could have a long-term impact on agriculture that is larger than the
current impact on farm production.

Effects on Diets: Some Good News...

What can be observed about the actual effects of the program on children’s
diets? Several national studies have examined children’s intakes of food
groups, as well as intakes of calories, vitamins, minerals, fat, and saturated
fat. The results, consistent with recent data on the content of NSLP meals
offered and served, reveal some benefits of NSLP participation as well as
areas of concern.

Note first, though, that available study results must be interpreted carefully
because the interaction between program participation and diet is complex.
Some analyses controlled for potential selection bias while others did
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not. Selection bias arises from survey studies because participants are not
randomly assigned to each category; they choose whether or not to partici-
pate in a program based on factors (some of which are unobservable) that
may also influence dietary choices independent of the program’s effects. For
example, children with large appetites may be more likely to participate and
more likely to eat more even if they brought lunch from home.

While available studies of participants’ consumption by food group did not
adjust for selection bias, the findings consistently suggest that NSLP partici-
pants consume more milk and vegetables at lunch and fewer sweets, sweet-
ened beverages, and snack foods than nonparticipants (Gordon et al., 2007a;
Gleason and Suitor, 2001). Results from SNDA III suggest that much of the
difference in vegetable consumption may be due to higher consumption of
french fries and other potato-based items (Gordon et al., 2007b).

The analysis of SNDA III also found a higher share of participants
consuming fruit and 100-percent fruit juice at lunch than nonparticipants,
but these results do not correct for selection bias or other factors influencing
consumption. Earlier results from more detailed analysis of data from 1994
to 1998 found no statistically significant difference in fruit consumption
between NSLP participants and nonparticipants (Gleason and Suitor, 2001).

Gleason and Suitor (2001) found that, on average, NSLP participants
consumed fewer servings of grains at lunch than nonparticipants, possibly
due to a high prevalence of sandwiches in lunches from home. More recent
results from SNDA III were consistent with this finding. Further research
correcting for selection bias would be required to strengthen findings on
differences in foods consumed.

Results from national studies of vitamin and mineral intake also point to
some positive effects of participation, and these are more rigorous, with at
least some adjustment for selection bias. Analysis of the 2005 SNDA III
found that among middle schoolers, NSLP participants were more likely to
have adequate usual daily intakes of vitamin A and magnesium than nonpar-
ticipants (Gordon et al., 2007a). Differences were even more pronounced
among high school students, who are generally at higher risk for poor diets.
High school NSLP participants were more likely than nonparticipants to have
adequate usual daily intakes of vitamin A, vitamin C, vitamin B6, folate,
thiamin, iron, and phosphorus. These results are adjusted for observable
factors that could lead to selection bias but not unobservable factors.

The SNDA III report also found that mean usual intakes of calcium and
fiber, which are underconsumed by middle and high schoolers, were higher
for NSLP participants than for nonparticipants (Gordon et al., 2007a). While
these results did not account for selection bias, they are consistent with an
earlier national study that did correct for selection bias. That study showed
that participants had higher intakes of calcium, magnesium, zinc, and fiber
(Gleason and Suitor, 2003). The difference in intake between participants
and nonparticipants was largest for calcium—an amount equal to 16 percent
of the Recommended Daily Allowance—and was probably due to higher
milk consumption for participants (Fox et al., 2004a)—about half a serving
on average. These differences were maintained over 24 hours, indicating
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improvement in the overall daily diet, as opposed to impacts only at the lunch
meal and counteracted at other meals.

...And Some Challenges

Reducing sodium intake continues to be a challenge for all children and,

in particular, for NSLP participants. In 2005, 88 percent of nonparticipants
exceeded the upper limit of recommended intake level for sodium, whereas
95 percent of NSLP participants exceeded the limit (Gordon et al., 2007a).

Reducing intake of fat and saturated fat also continues to be a challenge,
although the apparent magnitude of the problem will decrease if regula-

tions are changed to follow the 2005 Dietary Guidelines for Americans,
rather than the current requirement to follow the 2000 Guidelines. The new
Guidelines recommended fat intake between 25 and 35 percent of calo-

ries, a more relaxed standard than the recommendation to keep fat intake
below 30 percent of calories. SNDA III found that only one-third of schools
offered and served lunches that met the current regulations based on the 2000
Dietary Guidelines for fat (<= 30 percent of calories ) and saturated fat (< 10
percent of calories).

When Gordon and her colleagues looked at usual daily fat intakes of partici-
pating and nonparticipating students, however, they applied the more relaxed
2005 Guidelines and found no difference in the proportion of students that
met the standard—about 70 percent of both groups. Further, they found that
mean intake of fat, saturated fat, or calories at lunch was not significantly
different among participants and nonparticipants, although lunch-time intake
of calories was higher for high school participants as a subgroup, compared
with nonparticipants.

Intake of calories over 24 hours was not significantly different between
participants and nonparticipants. The SNDA III results for fat, saturated fat,
and calories are consistent with results in Gleason and Suitor (2003), which
controlled more completely for selection bias.

Higher intake of underconsumed nutrients by NSLP participants suggests
that the program does contribute positively to some aspects of diet quality for
low-income children, as it does for higher income children paying full price.
Further research looking at effects separately for low-income children may
examine this issue more closely. However, the continued higher-than-recom-
mended intakes of sodium, fat, and saturated fat by participants will continue
to challenge NSLP meal planners.

Effects on Childhood Overweight Uncertain

While the most rigorous available calorie study of NSLP participants and
nonparticipants showed no difference in energy intake during lunch or over
24 hours, the evidence for weight gain is more complicated. Several studies
that did not correct for selection bias found NSLP participants more likely
than nonparticipants to be overweight (Fox et al., 2004b). These analyses did
not account for the role of unobserved factors related to poverty that could be
the cause of observed higher obesity among participants, particularly since
low-income children are more likely to participate in the program. These
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studies also used data collected before full implementation of the 1995 SMI,
which required lunches to meet the Dietary Guidelines.

Two studies corrected for selection bias and used data after SMI but
produced conflicting results.> One study used 1997 data for children age
5-18 and found no effect of NSLP participation on obesity (Hofferth and
Curtin, 2005). The other used 2001 data from a longitudinal survey of young
children and found that participation was linked to increases in weight and
the probability of overweight. Schanzenbach (2005) found that nonpoor first
graders participating in NSLP since kindergarten were 2 percentage points
more likely to be overweight than nonparticipants of the same category, on
a base prevalence of 9 percent for the group. The estimated average differ-
ence in BMI between participants and nonparticipants, about 0.5 pounds, was
too small to be consistent with the difference in obesity, or masked a larger
change in the upper tail of the distribution. The increase in BMI occurring
among participants from the beginning of kindergarten to the end of first
grade, a timespan of about 21 months, is large enough to raise concern.

Schanzenbach’s results appear to contradict the finding by Gleason and
Suitor that energy intakes were similar between participants and nonpar-
ticipants, after correcting for selection bias. One reason for this difference
between the study results may be that Schanzenbach used more recent data;
updated results for energy intakes could reveal a link to NSLP participation
not seen in earlier data. A second reason is that Gleason and Suitor studied
all school-age children, whereas Schanzenbach studied only nonpoor first
graders.

More important, differences in energy intake that are too small to detect
statistically may add up over time to differences in weight gain that are large
enough to detect statistically. For example, Schanzenbach estimates that the
observed increase in BMI could be accounted for by a calorie imbalance of
roughly 40 extra kilocalories per day, a level that is difficult to separate from
the variation in measured food intakes.

While Schanzenbach’s study is limited to nonpoor first graders, it suggests
that a contribution to overweight from participation in NSLP should not be
ruled out. Further analysis will be required to determine why the available
study results differ. For example, the program could have different results for
different age and income groups that are masked by the result for all school-
age children as reported from Hofferth and Curtin’s study.

Further, the two surveys used different questions to determine whether
students participate regularly in NSLP, and these questions may have
differed in how well they captured participation. If students who buy items
from the a la carte line are counted as if they ate an NSLP lunch, differences
in their weight status may be attributed to the NSLP lunch rather than the a la
carte items.

Schanzenbach used a much larger data set than Hofferth and Curtin (5,473
vs. 1,268), which makes it easier to detect a difference if one exists. Finally,
the statistical techniques used by the two studies differed, and further anal-
ysis of diagnostic statistics from the two studies (not included in the publi-
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cations) would be required to determine whether one should be given more
credibility in this case than the other.

The Bottom Line: Stay Tuned

Is NSLP making children overweight as a result of its support of U.S. agri-
culture? Study results differ, but the worst-case verdict would appear to be
that the program is making children a little overweight while contributing a
little support for agriculture. If Schanzenbach’s results were extrapolated to
all children from the study sample of nonpoor first graders, the 2-percentage-
point difference in the probability of obesity for participants represents 25
percent of the base.

Further, the program does appear to contribute to demand for some
commodity groups, both through the small overall increase in total food
expenditure related to the program and, possibly, through higher consump-
tion of meat, dairy, and vegetables that research suggests may be consumed
more by NSLP participants.

At the same time, some nutritional benefits appear to be associated with
these effects on food demand, as higher milk and vegetable consumption are
linked with increased intake of underconsumed nutrients and fiber. Higher
milk consumption likely accounts for much of the lower sugar consumption
by participants because it substitutes for juice drinks and soda. Increased
food demand, however, may also have nutritional drawbacks if some of these
foods are major sources of the excessive fat and saturated fat consumed by
NSLP participants. Policy changes to support moves to lower fat forms of
these commodities have been initiated, but according to SNDA III, imple-
mentation of these changes in lowering fat and saturated fat appear to be
slow. Future research will provide some insight into what factors influence
the effectiveness of efforts to reduce fat content of school meals, and the
program’s ability to influence intake and weight gain.

It should be noted that results from even the most rigorous studies reflect

a national average, while individual school districts may serve meals that
meet nutritional objectives to a greater or lesser extent than the average.
These variations are influenced by financial pressures as well as by student
preferences for particular foods. In school districts where meals do not meet
nutritional ideals, the problem may have more to do with what children will
accept than with meeting the program’s objective of supporting U.S. agri-
culture. Further, much of the concern over children’s diets is focused on
competitive foods, which in some cases are sold by the school foodservice
itself to ease budgetary pressures.
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Issues of NSLP Outcomes:
Juggling Nutrition, Participation,
and the Budget

The success of NSLP in providing nutritious meals to children depends

on how well school foodservice directors manage a difficult balancing

act among three objectives: serving a nutritious meal, getting children to
purchase and eat the meal, and doing it all on a limited budget. Meals that
meet the standards for fat and saturated fat may require salesmanship on the
part of SFAs in some schools. Getting children to actually consume the nutri-
tious food being served may require some creativity as well, since part of the
school lunch often becomes “plate waste,” especially foods that were already
underconsumed, such as milk and vegetables. Stretching revenues to cover
foodservice costs often requires schools to offer a la carte items that are not
held to the same nutritional standards as the reimbursable meal, which affects
the school meal environment as a whole. Because Federal and State policies
can make this balancing act easier or more difficult, it is important to under-
stand the constraints schools face.

While research has shown that combinations of menu changes and marketing
can increase the likelihood of student acceptance of healthful meals,
increasing cost pressures on operators of school cafeterias have made it more
difficult to implement these changes. In some cafeterias, a la carte sales are
expected to provide extra funds to support either the school meals program
or nonmeal items and activities, such as school band uniforms. These food
sales, however, have come under scrutiny because they are not a component
of NSLP and are thus not required to meet nutritional standards. School
districts are now required to develop local wellness policies, and while the
policies are meant to be flexible to reflect local priorities, they may create
more pressure to raise nutritional standards in the cafeteria and the school as
a whole in at least some localities.

Schools that have successfully improved meals and imposed higher stan-
dards on a la carte items and vending machines found that other changes in
the overall foodservice program were also important. Increasing breakfast
purchases and changing staff positions to part-time to save on benefits have
helped some schools increase revenues and decrease labor costs to cover
decreased revenues from lower a la carte sales and increased costs of some
more healthful menu items. Increasing certification for free and reduced-
price meals and increased marketing efforts have helped maintain or increase
revenues from reimbursable meals, even when popular items like french fries
are eliminated or cut back from menu offerings. In some cases, successful
changes have depended on political support to help fill revenue gaps from
other sources.

Researchers have studied the factors affecting student acceptance of more
healthful menu items and levels of plate waste. Some strategies designed to
address these issues are becoming more difficult to implement as cost pres-
sures on school districts increase. Concern over the role of competitive foods
in children’s diets has led to new restrictions on sales of such foods in some
districts, sometimes cutting into revenue for school foodservice authorities or
the school as a whole.
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Efforts To Increase Acceptance of
More Healthful Lunches

Several studies have found that schools could maintain sales of lower fat
meals and increase consumption of underconsumed foods, such as milk and
vegetables, through marketing changes, food presentation changes, nutrition
education, and combinations of all of these elements.

The Lunchpower program, tested in 34 schools in Minnesota in 1991, and the
Child and Adolescent Trial for Cardiovascular Health (CATCH) program,
tested in 96 schools in 4 States in 1992, both demonstrated that students
would accept menus modified to reduce fat and sodium content if they

were combined with nutrition education and improvements in presentation.
Both studies found that total daily fat intake fell among student participants
(Luepker et al., 1996; Snyder et al., 1992).

Smaller studies illustrate the effectiveness of some individual interven-

tion components. Some students in Washington State selected lower fat
menu selections when they were offered in school meals, even when higher
fat selections were still available. As a result, the average fat content of
meals served in the schools decreased. More students chose low-fat options
when schools sent educational materials home to increase awareness of the
health benefits of the new options (Whitaker et al., 1993; 1994). Students

in Texas were more likely to choose low- and moderate-fat selections of
meal items when the number of competing higher fat selections was reduced
(Bartholomew and Jowers, 2006).

Research by the Dairy Board found that improved milk marketing—
improved packaging, additional flavor options, use of chilled cases and
vending machines—increased milk sales by 18 percent across 146 pilot
schools (Prentice, 2002). The study also found lower waste of milk after it
was purchased.

In a review of intervention studies that combined classroom activities,
involvement by parents, and modification of school menus, children were
found to consume up to 1.8 more servings of fruits and vegetables (from

2.3 servings, a 74-percent increase) (Reynolds et al., 2001). Pilot tests of
salad bar programs in schools in Los Angeles and Florida found increases in
fruit and vegetable consumption of 37 percent and 10 percent, respectively
(Slusser et al., 2007; Produce for Better Health Foundation, 2003).

Other studies of policy interventions found that education activities that
emphasize student participation and exposure to new foods were effective
(Liquori et al., 1998, Demas, 1998). Cultural sensitivity in nutrition is also
important in many settings, as found by the Pathways intervention study
aimed at reducing obesity among Native American children (Gittlesohn et
al., 2000)

The Lunchpower, CATCH, and fruit and vegetable interventions relied on
multiple channels for reaching children. The pilot study for FNS’s Team
Nutrition program, which assists schools using many of the lessons of
Lunchpower and CATCH, explicitly examined whether multiple channels
were effective. The study found that use of multiple approaches was helpful,
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and that students reporting participation in greater numbers of pilot-related
activities reported better scores (USDA, FNS, 1999). A detailed analysis
comparing efforts would be helpful, but rigorous research to determine the
cost effectiveness of the components requires careful controls to isolate each
component and adequate sample size for each combination of components
(Reynolds et al., 2001).

Many of the insights gained from these studies have been incorporated into
technical assistance and training provided by USDA through Team Nutrition
and the National Food Service Management Institute at the University of
Mississippi. In addition to providing materials for nutrition education, Team
Nutrition provides school nutrition and foodservice personnel with training
and technical assistance for improved food preparation and presentation,
through training standards and materials, grants to States to develop self-
sustaining training projects, and an e-mail listserv group to foster commu-
nication among interested professionals (USDA, FNS, 1999). The School
Nutrition Association, a private trade organization of foodservice employees,
also provides training and certification.

Because fruits and vegetables are among the foods most likely to be wasted
by students, efforts to decrease plate waste have included combinations of
nutrition education as well as improved food presentation, such as those
described earlier in this chapter. In addition, USDA has worked to increase
the availability of fresh fruits and vegetables it donates, to allow schools to
purchase produce through the Department of Defense procurement system,
and to encourage schools to obtain fresh produce locally (Buzby and Guthrie,
2002). The USDA Fruit and Vegetable Pilot (now the Fruit and Vegetable
Program) was also intended to increase fruit and vegetable consumption in
schools by making free fruits and vegetables available for snacks.

Other Factors That Affect Participation and Plate Waste

In addition to changes in menu and presentation, other factors affect levels of
school meal participation and plate waste. First, because over half of school
lunch participants are receiving free or reduced-price meals, efforts to certify
eligible children to receive these meals are key to increasing participation.
This link was confirmed in a study of participation using the 1992 School
Nutrition and Dietary Assessment (Gleason, 1996).

Additional efforts by schools to make sure parents receive necessary
announcements and forms can often increase certification. But stigma may be
a barrier in some communities, both for certification and participation (Glantz
et al., 1994a). California’s Linking Education, Activity, and Fitness pilot
found that investment in expanding electronic payment technology helped
increase participation overall, especially among free and reduced-price meal
recipients (Woodward-Lopez et al., 2005), perhaps by removing the distinc-
tion between students paying full price and those receiving free and reduced-
price meals and, thus, reducing stigma. Automatic certification of children
eligible through their participation in the Food Stamp Program (referred to as
“direct certification’) also increases certification rates (Gleason et al., 2003).
The 2004 Child Nutrition and WIC Reauthorization Act phased in a require-
ment for all school districts to use direct certification.
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Plate waste has been estimated at 12 percent of total calories served in the
reimbursable meal. Girls waste more food than boys, younger children waste
more than older children, and salad, vegetables, and fruit account for more
waste than other foods (Buzby and Guthrie, 2002). Plate waste appears to
be influenced not only by the food’s lack of appeal but also by the timing

of the lunch period. Lunch periods that are relatively short result in higher
plate waste, as do lunch periods scheduled too early or too late (Buzby

and Guthrie, 2002). Younger children are found to waste less food when
lunches are scheduled after recess, perhaps because children are hungrier
after activity or because they are not rushing through the meal to get outside
sooner (Bergman et al., 2003). Remedies to these situations may be difficult
for schools to implement, however. Crowded schools may be forced to give
shorter, earlier, and later lunch periods to accommodate all the students in
the available cafeteria space. Many elementary schools cite the difficulties
of getting students to put away winter coats and wash their hands quickly
after recess when lunch is scheduled to follow. Further, some teachers and
administrators are concerned that recess before lunch would take away more
morning classroom time, which teachers find more productive for students
than classes during the afternoon (Rainville et al., 2005).

USDA school meal regulations allowing flexibility may also be helpful in
reducing the amount of food that ends up in the trash. The “offer vs. serve”
provision for meal service allows schools to be reimbursed for a meal that
includes some but not all the required components (three of five required
meal components under food-based planning—milk, meat or alternate, two
servings of fruits or vegetables, dairy, and bread or alternate). Under nutrient-
based planning, students may take the entrée and one other item plus milk

for a reimbursable meal. USDA also allows children to serve themselves and
schools to tailor portion sizes to appetites and needs more closely, which may
help reduce plate waste. A downside to this flexibility is that it is unlikely to
increase intake of underconsumed foods.

Meal Production Costs Increasing
Faster Than Revenues

Cost pressures may be a barrier to improving school menus in some cases.
The nationally representative School Lunch and Breakfast Cost Study
(SLBCS) II found that while the mean reported cost of producing lunch
during 2005-06 was below the reimbursement rate, about one in four school
districts reported costs above the reimbursement rate (Bartlett et al., 2008).
Further, the mean full cost of producing a lunch was higher than the reim-
bursement rate. Reported costs refer to costs actually paid by SFAs, whereas
full costs include support from the school district general fund that is not
charged to the school food service budget.

The study also found that reported costs increased over 1992-2005 while full
costs decreased, probably reflecting an increasing number of school food
authorities being charged by school districts for indirect costs in response

to their own budget pressures (School Nutrition Association, 2006). Other
sources of increasing cost pressure include increases in health care costs for
employees (GAO, 2003; Woodward-Lopez et al., 2005) and, more recently,
rising food costs (FRAC, 2008).
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SFAs are responding in a variety of ways to reduce expenses and increase
revenue, including switching to part-time labor to save on health care costs,
buying more food in bulk, buying more ready-to-eat foods to reduce labor
use, reducing purchases of fresh produce, and expanding revenues through
a la carte food sales and catering services (GAQO, 2003). Increasing indi-
rect costs may make it especially difficult for schools to save up for larger
purchases that could improve nutritional quality, such as salad bar stations
(Wagner et al., 2007).

These adjustments are not always sufficient to prevent a small but growing
deficit, which rose from an average of 3 percent of expenses to an average
of 4.5 percent of expenses in a six-State study by GAO (2003). In the SFAs
studied, the gap between revenues and costs was covered by the school
districts, but SFA directors expressed concern that education budget pres-
sures may constrain districts from absorbing the shortfall in the future.

In some cases, cost pressure is such that school nutrition authorities may be
taken over by private foodservice management companies. These operations
typically have lower costs due to purchasing power enabled by their size, as
well as lower benefit levels provided for their employees. While local school
foodservice managers have an understandable desire to protect workers from
a takeover, higher labor costs make it more difficult to serve students more
healthful meals that are both appetizing and affordable.

Reimbursement rates are determined under the National School Lunch Act,
which specifies adjustments to be made based on the Consumer Price Index
for Food Away from Home for Urban Consumers. This price index may not
reflect increases in costs for SFAs if the costs of benefits for school foodser-
vice workers, often under county employee contracts, are rising faster than
those for workers in urban food-away-from-home outlets, who are less likely
to receive benefits. Further, costs may vary by region, but the reimbursement
rate is applied nationally, except for adjustments for Hawaii, Alaska, and
districts with a high percentage of free and reduced-price meal recipients.
Addressing the issue of whether reimbursements should be raised or region-
alized will require further analysis of data on the costs of meal production.

Proposals have been introduced to phase out the reduced-price lunch
category, so that free lunches would be offered to students in households
with incomes under 185 percent of the poverty level (School Nutrition
Association, 2007). This change would extend the benefits of NSLP lunches
to students who may not be participating because they cannot afford to pay
40 cents for lunch. The increase in participation also could help some school
food authorities increase revenues. The proposals, however, have been
considered cost prohibitive.

Revenue-Generating Competitive Foods
Under Scrutiny

Foods sold in schools that are not part of the NSLP meal are commonly
referred to as “competitive foods” because they are seen as competing with
the NSLP meals as food choices for students. Competitive foods available

to schoolchildren can include food purchased off campus; a la carte items;
food purchased through vending machines, school stores, canteens and snack
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bars, and fundraising sales; food served at school parties; and treats given
by teachers to students. Revenues from a la carte sales and, in some cases,
vending machines, usually go to the school food authority itself and supple-
ment revenues from sales and reimbursements of lunches. Vending machine
revenues more often belong to the overall school or school district budget
and generate discretionary revenue used for field trips, assemblies, athletic
and music equipment, and other needs (GAO, 2005).

Because competitive foods are not part of the reimbursable meal, they are
not required to meet USDA nutrient standards, except that “foods of minimal
nutritional value”? cannot be sold in foodservice areas during mealtimes.
Competitive foods are generally lower in key nutrients and recommended
food groups and higher in fat than the NSLP reimbursable meal (Cullen et
al., 2000; Story et al., 1996; Harnack et al., 2000; Wechsler et al., 2001; Zive
et al., 2002; French et al., 2003; Wildey et al., 2000). The availability of
competitive foods in a school may reduce participation in NSLP (Gleason,
1996), increase plate waste, and decrease nutrient intake (Templeton et al.,
2005). Even when these foods do not directly reduce purchases of the NSLP
meal, they are of concern to SFAs because they may contribute to overcon-
sumption of calories at school.

The 2005 SNDA III found the presence of competitive foods to be widespread
in schools, particularly in high schools. Competitive foods were available
from vending machines in 98 percent of senior high schools, 97 percent of
middle/junior high schools, and 27 percent of elementary schools in 2004-05
(Gordon et al., 2007). A la carte items were available for sale in 75 percent of
elementary schools and over 90 percent of middle and high schools.

The Institute of Medicine recommended that nutrition standards be applied to
all food served or sold in schools (IOM, 2005) because the impacts on student
diets from restricting competitive foods may be limited if all sources are not
addressed together (see Cullen et al., 2006, for more information). The GAO
recommended that USDA’s authority to regulate “foods of minimal nutri-
tional value” be extended to a wider class of foods (GAQO, 2005).

SFAs and State agencies are already permitted to impose additional restric-
tions on competitive foods in schools, and food vendors themselves have
made changes. As of April 2005, 28 States had made efforts to restrict foods
beyond USDA restrictions (GAO, 2005). These efforts appear to be influ-
encing the school food environment; the 2006 School Health Policies and
Programs Study found that between 2000 and 2006, availability of low-fat a
la carte foods increased (O’Toole et al., 2007).

Some school districts have made changes in cooperation with competitive
beverage vendors that include switching from selling sodas to selling water;
sports drinks, which have less sugar than sodas; and higher juice-content
beverages. Industry-sponsored analysis found that soda consumption in
schools declined 24 percent from 2002 to 2004 (Wescott, 2005). In 2006, the
American Beverage Association announced that it would encourage bottlers
to remove full-calorie soft drinks from schools and to limit beverages sold in
schools to milk, juice, light juice, water, and no-calorie or low-calorie soda
(American Beverage Association, 2006).
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Both school administrators and foodservice authorities have expressed
concern that efforts to restrict competitive foods to more healthful options
could reduce revenue (GAO, 2005). Whereas the FNS-sponsored School
Lunch and Breakfast Cost Study II suggested that revenues from reim-
bursable meals subsidized nonprogram food service (Bartlett et al., 2008),
GAO’s survey of competitive food revenues and their uses suggest that these
concerns are not groundless.

Efforts to maintain revenues of both the SFAs and other entities that draw
revenue from competitive foods while improving nutritional quality can

be successful, but not always. Making It Happen (USDA, FNS, 2005), a
collection of school nutrition success stories, provides several descriptions
of school districts that made healthful changes to school meals while main-
taining or increasing revenue. The keys to success in those cases were ener-
getic leadership from one champion, such as a parent, a foodservice manager,
or a school principal, and a team with diverse skills to implement and market
changes. While size and income level influenced the strategies leading to
success, SFAs in a wide range of sizes and income levels were represented
among the success stories.

Most school food authorities in the Linking Education, Activity, and Food
(LEAF) pilot project in California also maintained or increased revenue

after piloting changes in the school nutrition environment mandated by
California State law (Woodward-Lopez et al., 2005). Further, most directors
reported that increases in costs associated with the pilot were largely offset
by increases in revenue, although coping with increasing costs while meeting
stricter standards for competitive foods was challenging.

Revenues going to entities outside the school foodservice authority, however,
such as vending machines controlled by the school principal, decreased in all
but 2 of 16 pilot sites, consistent with concerns reported by school adminis-
trators in other studies. Schools reported difficulty finding vending machine
snacks that met the California nutritional requirements and were sufficiently
appealing to students to maintain sales volume.

The reported net gains in revenues by SFAs appeared to be the result of
improvements in meals and serving areas, reduced appeal of a la carte and
other competitive foods and beverages, and reduced access to competitive
foods in some schools. Elimination of a la carte food sales was associ-
ated with the greatest increases in reimbursable meal sales. Many of the
schools increased meal participation, especially in the free meal category,
reflecting both increased enrollment for the free and reduced-price lunches
and increased participation among enrollees as well. Some schools with
high eligibility for free and reduced meals elected to provide universal free
meals under Provision 2 or 3 of school lunch regulations (see “Overview of
the National School Lunch Program” on page 1 for an explanation of these
provisions).

Schools had greater difficulty in maintaining net income if they had one or
more of the following characteristics: large districts; shorter meal periods;
open campuses that allowed students to leave for lunch; insufficient tech-
nology for processing sales (resulting in long cafeteria lines and a higher
likelihood of stigma associated with subsidized meals); inadequate tech-
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nology for menu planning, nutrient analysis, and accounting/inventory; diffi-
culty monitoring compliance with nutrition standards; greater competition
with nonfoodservice entities for sales; or greater emphasis on standardized
testing (Woodward-Lopez et al., 2005).

In some districts, school nutrition directors advocating for stricter competi-
tive food standards have a stronger voice as a result of the new requirement
for local wellness policies by school year 2006-07. These policies, which
must include school nutrition directors in their development, are mandated
for each local educational agency participating in USDA’s school meals
programs by the 2004 Child Nutrition and WIC Reauthorization Act.

Under the law, schools are expected to set goals for nutrition education,
physical activity, and other school-based activities designed to promote
student wellness. Schools must also establish nutrition standards for all foods
that are available on each school campus during the schoolday. Nutrition
guidelines for school meals may not be less restrictive than Federal policy.
Schools are required to measure the implementation of the wellness policy
and to involve in its development a broad group of stakeholders, including
parents, school foodservice professionals, and school board members. The
law allows individual districts to address these issues according to local
priorities. Because the law provides no additional funding for this require-
ment, however, the administrative cost of developing guidelines and
monitoring them could increase the difficulty of balancing the school food
authority’s budget, even before any changes in costs and revenues resulting
from implementing the policy itself.

33

The National School Lunch Program: Background, Trends, and Issues / ERR-61
Economic Research Service/USDA



Administrative Issues:
Access and Integrity Tradeoffs

In recent years, focus on the administration of the NSLP has revolved around
questions of program access and integrity and issues of local-level manage-
ment. USDA strives to balance the goals of ensuring program access to
eligible households while making sure that only eligible households receive
benefits and that operating costs are reasonable. For any program, achieving
these goals is challenging. If the application procedure is too simple, ineli-
gible families may be certified. But if the required application procedure is
difficult to complete, eligible families may choose not to apply. And, if the
application procedure is complicated and rigorously administered, operating
costs increase.

The NSLP serves millions of children each day, and because the administra-
tors of the program at the local level are primarily educational institutions,
the amount of administrative resources that can be assigned to program
integrity concerns is limited. The application requirements that have evolved
are more simplified than those of other major food and nutrition assistance
programs, reflecting the NSLP’s large size, the need for a low-cost adminis-
trative component, and the perception of the program’s target population—
children—as being a more vulnerable population. This has led to debates
about how best to improve the integrity dimensions of the program while not
compromising the other goals.

Access to NSLP may be especially important for households that have

low incomes but do not participate in other food and nutrition assistance
programs. Newman and Ralston (2006) found that two-thirds of students
receiving free lunches resided in households that did not participate in the
Food Stamp Program or in TANF, even though the students’ household
income levels were probably low enough to qualify for benefits. Interpreting
these findings requires caution, since participation in food assistance
programs is generally under-reported on surveys. Further, many of these
households may not have been eligible for either program, even though

they have low incomes; they may have had assets above the asset limit, for
example. On the other hand, some households may have been truly eligible
for other assistance but felt more of a stigma associated with the Food Stamp
Program or TANF participation than with NSLP participation. Some may
have chosen to participate in the NSLP precisely because it has fewer eligi-
bility requirements. Policies in the Food Stamp Program and TANF that may
discourage participation include asset limits, proof of income, and in-person
interviews.

In 2004, Congress passed the Child Nutrition and WIC Reauthorization

Act, which addressed many concerns about NSLP access and integrity. One
important change was to extend NSLP eligibility from 1 month to the full
school year. Other changes to the program included mandatory use of direct
certification (which previously had been an option) and the refinement of
procedures for verifying the eligibility of students, once they are approved.
Verification procedures now take place earlier in the year, SFAs with high
rates of nonresponse to verification requests must draw larger samples for
verification among more error-prone applications, and SFAs may use admin-
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istrative data from other public assistance programs to verify certification
status. Many of these changes were made in response to specific concerns
about program integrity that arose in the late 1990s and early 2000s.

Erroneous Payments Closely Studied

Over the last decade, USDA’s FNS has sought to address the issue of erro-
neous payments and, in particular, seemingly high rates of ineligibility
among participating students, a problem that was initially referred to as
“overcertification.” More recently, the broader notion of erroneous payments
has become the focus, encompassing overcertification and undercertification
(when eligible applicants are denied) as well as errors made in the reimburse-
ment process. Concerns over erroneous payments arose from early studies
commissioned by FNS that found rates of overcertification ranging from 19
to 27 percent (USDA, OIG, 1997; USDA, FNS, 1999). The estimate of 27
percent came from a study using data from the U.S. Census Bureau’s Current
Population Survey (CPS), which allows for measures of annual income eligi-
bility. However, another study using data from a different Census Bureau
survey, SIPP, found no evidence of overcertification (see Neuberger and
Greenstein, 2003). SIPP data allow for monthly measures of eligibility,
which matches better with NSLP eligibility determination.

To further address the issue, FNS commissioned studies that used school-
level data and limited household surveys (Hulsey et al., 2004; Burghardt et
al., 2004a; Burghardt et al., 2004b; Gleason et al., 2003; USDA, FNS, 2007c;
USDA, ENS, 2005b; and USDA, FNS, 2003). Over all of these studies, total
overcertification error was estimated to be around 25 percent, though the esti-
mates differed greatly by type of school and type of application process, and
none of the estimates was nationally representative.

The studies focused on measuring three possible sources of error as causes
for overcertification:

* Household reporting errors: Inaccurate provision of information by the
household regarding household size or total income (intentional or not).

* Administrative errors: Mistakes in calculation or data transfer that could
be made in the determination of household income and student eligibility.

e Income volatility: Changes in household income or household size during
the school year that affect household eligibility status.

The studies showed that all three types of error contributed to total certifica-
tion error, though no one study directly compared the effects of each of the
three. Income volatility, which is discussed further in this section, was found
to be important in the past policy regime, though it is no longer a possible
source of error as students are now considered eligible for the full school
year based on 1 month of eligible income.

More recently, FNS published the results of a comprehensive, nationally
representative study of erroneous payments made in the 2005-06 school year
called “National School Lunch Program/School Breakfast Program Access,
Participation, Eligibility, and Certification (APEC) Study” (Ponza et al.,
2007). The study measured various sources of erroneous payments by using
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surveys of households and SFA directors, administrative data, and observa-
tional data. Unlike the previous studies, APEC accounted for errors made in
the accounting process, such as cashiers’ errors and summation errors made
in the reporting process. These estimates provide baseline measures of errors
for the new policy regime where certification covers the full year, verifica-
tion procedures are more focused, and direct certification is required of all
schools.

The APEC study provides estimates of erroneous payments as measured

by the sum of overpayments and underpayments. The total net cost to the
government is also provided, and this measure shows that the amount of
erroneous payments was positive on balance, given that overpayments were
found to be higher than underpayments. Erroneous payments—including
overpayments and underpayments—that were due to certification error in

the NSLP were about $759 million, and those due to noncertification error
(aggregation errors and the like) were about $555 million. The net cost to the
government of certification errors was $387 million, and the cost of noncerti-
fication errors was $292 million. To put the net figures in context, they repre-
sent 5 and 4 percent of total NSLP spending in that year, which was $8.06
billion.

Household error was found to be about three times higher than administrative
error in total certification error: 23 percent of applicants were found to have
misreported either their household income or their household size, whereas

8 percent of applicants were affected by administrative error. Administrative
errors were more likely to be errors of overcertification, at 6 percent, than
undercertification, at 2 percent. This was also the case for household errors,
though it was less pronounced, with overcertified errors at 13.5 percent and
undercertified errors at 9.7 percent.

The certification process was more accurate in the determination of free
meal eligibility than it was in the determination of reduced-price eligibility.
One-fourth of reduced-price meal recipients were found to be ineligible for
either reduced-price or free meals, while 14 percent of free-meal recipients
were found to be ineligible for free meals. But even larger was the rate of
undercertification among reduced-price recipients: one-third of reduced-price
eligible students were eligible for free meals.

Longer Eligibility Period Reduces Overcertification

One of the most important legislative changes affecting NSLP is the new
definition of the eligibility period: after being initially certified, households
are now eligible for the whole school year. Before the law changed in 2004,
households were required to report income changes in excess of $50 per
month. If a household’s income increased over the eligibility limit for either
free or reduced-price lunch in any month after it had been certified, it was
ineligible. Households seldom reported such changes, and only a small
percentage of households were ever checked. Under the old rules for verifica-
tion, a sample of households was asked to report then-current income in mid-
December of each year. If a household’s income did not match the eligibility
criteria for which it had qualified at the start of the school year, its benefits
were adjusted. Under the new rules for verification, households are permitted
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to present their income from the month of initial certification (or any inter-
vening month) for verification of their status.

Income volatility could have had a significant effect before the law was
changed. Using data from SIPP, Newman (2006) found that under the prior
rules, many households could become ineligible for the program during the
year due to monthly income changes. Two-thirds of lower income house-
holds experienced enough income volatility to cause one or more changes in
their monthly eligibility status for either a reduced-price or free lunch during
the year. Of the households that were income-eligible for subsidized lunches
at the beginning of the school year, an estimated 27 percent were no longer
eligible for benefits by December due to income changes. This estimate of
error due to income volatility may account for a large share of previous esti-
mates of overcertification rates (though it does not take into account whether
or not eligible households applied in August). Studies in the early 1990s
similarly showed that short-term income volatility was an important determi-
nant of NSLP eligibility dynamics (St. Pierre and Puma, 1992). And, another
recent study examining the application and certification processes with
school-level data (Burghardt et al., 2004a) also found that income volatility
led to ineligibility.

Documentation Requirements May Deter Applicants

Another policy proposal that was studied, but not adopted, was that of
requiring households to provide upfront income documentation when they
apply for the program. This proposal was put forth as a way to reduce inac-
curacies that stem from household misreporting. In 2002, FNS sponsored

a pilot project and an evaluation of this proposed policy and several other
policies. Burghardt et al. (2004b) evaluated the policies by matching pilot
school districts with 12 school districts that volunteered to participate as
comparison sites. The study estimated the effects of the pilot practices on
three targeting goals: deterrence of ineligible families, reduction of barriers
to eligible families, and accuracy among all certified students. The results
revealed that upfront documentation did not significantly affect overall certi-
fication accuracy; ineligible families were as unlikely to apply as they would
in comparison sites, but the requirement raised application barriers and did
deter eligible families.

In another volume of the same study, analysts found that upfront documenta-
tion and other policies designed to reduce certification errors significantly
increased administrative error rates (Hulsey et al., 2004). Overall, upfront
documentation was found to be ineffective because reporting errors were
more likely to be due to a family not reporting all income sources, rather than
incorrectly citing the sources that were reported. The APEC study also found
that household misreporting was often the result of not counting the incomes
of nonprimary household members, such as a student’s uncle or aunt.

Direct Certification Removes a Barrier for Applicants

In addition to the change in the eligibility period, another important policy
change in the 2004 legislation was the mandated use of direct certification.
The new law required all schools to phase in the use of direct certification
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over the next 3 to 4 years depending on school size. In a study of the preva-
lence and effects of direct certification, Gleason et al. (2003) found that direct
certification improved both program access and integrity. Direct certification
was found to lead to an increase in NSLP participation among all enrolled
students by about 400,000 students, and, more importantly, an increase in the
percentage of students certified for free meals. They found that direct certi-
fication could lead to a decrease in the rate of ineligibility among certified
students.

In summary, research has shown that mandatory direct certification and the
extension of eligibility to the school year are two policies that effectively
reduce error and attract eligible students. Other detailed changes to veri-
fication procedures, which partially target families with earnings close to
the eligibility limit, will help improve program integrity (though perhaps
contribute to higher error rates since more error-prone applications may be
targeted).

The APEC study provided a detailed look at the sources of erroneous
payments and, by extension, specific ways to reduce them. The study found
that household misreporting is often due to incomplete reports of all income
sources, and that administrative reporting error often comes from processing
incomplete applications. More thorough emphasis on the need to report all
incomes and to process complete applications should reduce these errors. The
study also found that noncertification errors were exacerbated by high rates
of cashier errors from some, mostly large, schools. Identifying the source

of these types of errors—whether through cashier training improvements

or better guidance to SFA directors—should help reduce future errors. The
APEC study provided the most thorough analysis of certification errors to
date. It also broadened the notion of errors by examining noncertification
errors, and thus, suggested ways to reduce erroneous payments throughout
the program.
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Conclusions

The National School Lunch Program is the second largest food and nutrition
assistance program in the United States, serving millions of children every
day. From its creation, it grew to become an important component of most
schoolchildren’s diets, offering meals that aim to meet up-to-date dietary
guidelines at varying levels of financial subsidy, based on student need.

Access to free and reduced-price meals in the NSLP has been and continues
to be a priority of the program. Unlike other major food and nutrition assis-
tance programs, the NSLP is more decentralized, with most of the program’s
administration carried out at the local level. The application requirements for
eligibility are relatively simple, which enhances participation and imposes a
low level of administrative burden for schools. Recent changes to eligibility
rules and improvements in the application and verification processes are
expected to enhance program integrity and efficiency.

Over time, schools have faced many different kinds of challenges in oper-
ating the program. In earlier years, schools struggled to equip full-service
cafeterias and ensure that children had enough to eat. More recently, concern
over childhood obesity has placed schools on the front lines of efforts to
improve children’s diets. While NSLP participants have higher intakes of
calcium and fiber—nutrients underconsumed by children—they also have
higher fat intakes.

Some critics of NSLP argue that USDA’s donation of commodities, such as
cheese and meat, to the program and the requirement that milk be served with
every lunch contribute to these higher fat intakes (Yeoman, 2003). While
intakes of milk and meat by participants were higher than those of nonpartici-
pants, data from the most rigorous studies available to date show that calorie
intake of participants was not significantly higher. Studies of the program’s
effects on obesity are contradictory.

Fat intakes of participants do remain a nutritional concern, and many States
and localities have adopted more stringent restrictions on both meals and
“competitive foods”—a la carte or vending machine items sold to generate
extra revenue for the school food authority or the school as a whole. Yet,
schools already face a “trilemma’ involving the meal’s nutrition, student
participation, and program cost. Improving the nutritional content of school
meals may raise program costs, especially if it includes the necessary
changes in food purchases, preparation, and marketing to prevent lower
participation or higher plate waste. Similarly, both school administrators
and school food authorities have struggled to keep budgets balanced as they
implement restrictions on competitive foods. Other cost pressures, such as
increases in health care costs and charges of indirect costs by school districts,
make this balancing even more difficult.

As new policies emerge to address these concerns, whether at the local or

Federal levels, research will continue to be required to evaluate their effec-
tiveness. USDA’s ERS and FNS are conducting research on many of these
issues. These analyses will help stakeholders understand the impacts of the
program and policy issues that the NSLP will continue to face in the future.
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