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Schools

What GAO Found

Nearly 9 out of 10 schools sold competitive foods to students in school year
2003-2004, and the availability of competitive foods sold in middle schools
and through a la carte lines has increased over the last 5 years. Schools often
sold these foods in or near the cafeteria and during lunch, and the
competitive foods available ranged from nutritious items such as fruit and
milk to less nutritious items such as soda and candy. High and middle
schools were more likely to sell competitive foods than elementary schools.

Many different people made decisions about competitive food sales, but no
one person commonly had responsibility for all sales in a school. In a
majority of schools, district officials made competitive food policies, while
school food authority directors and principals made decisions about specific
sales. Other groups, such as student clubs and booster groups, also made
competitive food decisions through their direct involvement in sales.

Many schools, particularly high schools and middle schools, generated
substantial revenues through competitive food sales in 2003-2004.
Specifically, the nearly 30 percent of high schools generating the most
revenue from these sales raised more than $125,000 per school. Food
services, responsible for providing federal school meals, generally spent the
revenue they generated through a la carte sales on food service operations.
Other school groups often used revenues for student activities.

The six school districts visited all recently took steps to substitute healthy
items for less nutritious competitive foods. In each district, committed
individuals took actions to initiate and lead change while also involving
those affected. However, districts faced several barriers to change, including
opposition due to concerns about revenue losses. In the districts visited, the
effects of changes on revenues were often unclear because of limited data.

A Majority of Schools Sell Competitive Foods to Students through Vending Machines

Source: GAO.
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Increasing child obesity rates have recently focused attention on children’s
health and nutrition and have raised concerns about foods available in
schools that compete nutritionally and financially with federally regulated
school meal programs. The number of children who are overweight has
more than doubled, and the number of adolescents who are overweight
has more than tripled since 1980, according to the U.S. Centers for Disease
Control and Prevention (CDC). These changes are related, in part, to poor
nutrition. According to U.S. Department of Agriculture (USDA) data, more
than 60 percent of young people eat too much fat and less than 20 percent
of the recommended daily servings of fruits and vegetables. In addition to
having negative health outcomes, children with poor nutrition may have a
harder time concentrating and succeeding in school than other children.
The Surgeon General’s 2001 call to action identified schools as one of the
key settings for public health strategies to address child nutrition. Since
children spend a large portion of their day in school, providing them with
healthful food options throughout the school day can be an important step
toward good child nutrition.
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The key school meal programs, the National School Lunch Program and
the School Breakfast Program, provide millions of children with nutritious
meals each school day. USDA’s Food and Nutrition Service administers
these programs through local school food authorities (SFA) and subsidizes
the meals served in local schools as long as meals meet certain nutritional
guidelines. However, other foods not provided through these programs,
typically referred to as competitive foods, are often available to children at
school. Competitive food sales can take place at a variety of venues in
schools, including vending machines, school stores, and a la carte lines in
the cafeteria, through which the SFA sells individually priced food and
beverage items. Federal restrictions concerned with the nutritional value
of competitive foods are limited. Specifically, federal regulations require
that one segment of competitive foods, defined as foods of minimal
nutritional value, not be sold to students during the breakfast and lunch
periods in food service areas.

In recent years, federal, state, and local governments have increasingly
focused on the role that competitive foods play in children’s diets. In our
April 2004 report on competitive foods,' we reported that increasing
numbers of state legislatures have enacted and proposed legislation to
restrict the availability of competitive foods in schools. In addition, school
districts and schools themselves are taking steps to limit the availability of
competitive foods.

Because of your interest in further understanding issues related to
competitive foods in schools, you asked us to answer the following
questions: (1) How prevalent is the sale of competitive foods in schools
across the country, and has this prevalence changed over time? (2) Who
makes decisions about competitive food sales in schools? (3) What
amount of revenue is generated from the sale of competitive foods, and for
what purposes is the revenue used? (4) What strategies have schools used
to limit the availability of less nutritious competitive foods, what obstacles
did they face, and how have these strategies affected sales revenue?

To answer your first three questions, we obtained information through two
Web surveys, one of school principals and the other of district-level SFA
directors. To conduct our surveys, we selected a stratified random sample

! See GAO, School Meal Programs: Competitive Foods Are Available in Many Schools;
Actions Taken to Restrict Them Differ by State and Locality, GAO-04-673 (Washington,
D.C.: April 23, 2004).

Page 2 GAO-05-563 School Meal Programs



Results in Brief

from the 80,000 public schools nationwide that participate in the National
School Lunch Program, which allowed us to provide national estimates
based on school level. The surveys were administered between October
19, 2004, and February 11, 2005, with 65 percent of principals and 70
percent of SFA directors responding.” The surveys asked respondents
about conditions in their schools during specific school years, primarily
2003-2004, and therefore, all years cited refer to school years. In addition,
all estimates presented from the surveys have margins of error of plus or
minus 15 percent or less, unless otherwise noted. To answer the fourth
question, we conducted site visits to 6 school districts in California
(Oakland), Connecticut (New Haven), Mississippi (McComb), Missouri
(Independence and Fort Osage), and South Carolina (Richland One),
including visits to a total of 10 schools. Our site visit localities were
selected from a group of approximately 100 districts and schools
recognized as making efforts to limit access to less nutritious competitive
foods. The 6 districts visited were also selected because it appeared that
they used different strategies to restrict competitive foods, and when
viewed as a group, they provided variation across characteristics such as
geographic location, district size, and socioeconomic status. See appendix
I for detailed information on our surveys, sampling strategy, and site visits.

We conducted our work from May 2004 through July 2005 in accordance
with generally accepted government auditing standards.

Almost all schools sold competitive foods to students in school year 2003-
2004, and over the last 5 years, the availability of competitive foods has
increased both in middle schools and in a la carte lines in many schools.
We estimate that nearly 9 out of 10 schools offered competitive foods
through one or more of the following venues in 2003-2004: a la carte
cafeteria lines, vending machines, and school stores. While competitive
foods were commonly sold in schools of all levels, high schools and
middle schools were more likely to sell these foods than elementary
schools. For example, vending machines were available to students in
almost all high schools and middle schools but in less than half of
elementary schools. Schools often sold competitive foods in or near the
cafeteria and during lunchtime, allowing students to purchase these foods

® These percentages reflect those principals and SFA directors who actually received the
Web surveys. We were unable to contact a subset of principals and SFA directors selected
in our sample of 656 schools. See appendix I for detailed information on response rates for
each survey.
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as their lunch or to supplement their lunch. The competitive foods
available ranged from nutritious items such as fruit and milk to less
nutritious items such as soda and candy, with nutritious foods more
frequently available through a la carte lines than through vending
machines or school stores. Between 1998-1999 and 2003-2004, the
availability of competitive foods increased in middle schools, and the
volume and variety of a la carte foods sold increased in many schools.

Many people, including district and school officials as well as members of
groups involved in sales at schools, made decisions about competitive
foods, but no one person commonly had responsibility for all competitive
food sales at the school level. The decisions ranged from broad policies
about the school nutrition environment to decisions about which foods to
sell at a specific venue or event. According to school principals, an
estimated 60 percent of schools had written policies in place in school
year 2003-2004 that restricted competitive food sales to students, and in a
majority of those schools the policies were set at the district level, often by
superintendents and school boards. Regarding competitive food sales in
schools, district SFA directors were commonly involved in policy
decisions related to a la carte sales, while school principals often had final
approval over other competitive food sales, such as items sold through
vending machines. In addition to SFA directors and school principals,
many other groups such as teachers, student clubs, parent-teacher
associations, and booster groups were involved in selling competitive
foods in schools. These groups therefore often made decisions concerning
the types of food to sell to students and when to make such food available.
The number and variety of groups involved in these sales typically
increased as the school level increased.

Many schools raised a substantial amount of revenue through competitive
food sales in school year 2003-2004 and used this revenue to support food
service operations and student activities. High schools and middle schools
generally raised more revenue from competitive food sales than
elementary schools, reflecting the greater availability of competitive foods
in high and middle schools. According to our survey, the nearly 30 percent
of high schools generating the most revenue from competitive food sales
raised more than $125,000 per school in 2003-2004. Across all competitive
food sales, food services generated more revenue than other school
groups, largely through a la carte sales, and they generally used this
revenue to support overall food service operations. Other school groups
commonly used their revenues to support student activities, and the most
frequent uses were student field trips, school assemblies and programs,
and athletic equipment and facilities.
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Background

The six school districts we visited all recently took steps to substitute
healthy competitive foods for less nutritious fare while overcoming
obstacles to these changes, and the effects of these changes on sales
revenues were often unclear because of limited data. Specifically, many of
the schools we visited increased the availability of healthy items, including
low-fat and low-sugar foods and beverages, while they decreased the
availability of less nutritious foods, such as deep-fried French fries, candy,
and soda. Further, although different districts used different approaches
and achieved different outcomes, district and school officials identified
several factors that consistently facilitated change and several that
hindered it. For example, in all of the districts we visited, motivated
individuals took action to initiate and lead the process of change while
obtaining support from those affected in the district, schools, and
community. However, districts noted that they also faced many barriers to
implementing changes, such as opposition due to concerns about potential
revenue losses. Regarding the effect of changes on sales revenues, none of
the districts we visited had clear and reliable data concerning the impact
of competitive food changes on sales revenues. From the limited data that
were available, it appeared that changes had varied effects on revenues
across districts. Related to this, while a few districts anticipated and
planned for the effects of changes on sales revenues, most had not.
Consequently, many officials expressed strong concerns about potential
revenue losses because competitive food revenues have provided them
with a valued source of funding.

Competitive foods in schools are those foods sold to students during the
school day that are not part of the federal meal programs. These federal
programs, the National School Lunch Program (NSLP) and the School
Breakfast Program, subsidize public school meals and regulate their
nutritional content. Competitive foods, however, are only minimally
regulated at the federal level. They are typically sold a la carte in the
cafeteria, and through vending machines and school stores.

NSLP and School
Breakfast Program

The two largest federal school meal programs, the NSLP and the School
Breakfast Program, aim to address problems of hunger, food insecurity,
and poor nutrition by providing nutritious meals to children in schools.
The NSLP, established in 1946, provides nutritionally balanced low-cost or
free lunches in participating schools to more than 28 million children each
school day, as well as reimbursement for snacks served to those through
age 18 in after-school educational and enrichment programs. Similarly, the
School Breakfast Program, permanently established in 1975, provides free
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or reduced price breakfasts to more than 8 million schoolchildren daily.’
At the federal level, these programs are administered by USDA’s Food and
Nutrition Service (FNS). As part of its strategic goal to improve the
nation’s nutrition and health, the department has laid out plans to increase
access to, and utilization of, these school meal programs.

In fiscal year 2004, the federal government spent over $8 billion on the
NSLP and the School Breakfast Program. FNS provides reimbursement in
the form of cash subsidies and donated commodities based on the number
of lunches and breakfasts served that meet certain federal requirements.
The meals must adhere to the Dietary Guidelines for Americans, which
include limits on total fat and saturated fat and call for diets moderate in
sodium.’ The meals must also meet standards for the recommended daily
allowances of calories, as well as nutrients such as protein, calcium, iron,
and vitamins A and C. Compliance with the standards is determined by
averaging the nutritional content of the meals offered over a school week.
USDA reimburses states, usually through the state departments of
education, which in turn reimburse local SFAs that operate the programs
in one or more schools.

SFAs function as the governing entities responsible for the local
administration of the federal meals programs. They are often, but not
always, responsible for school meals in an entire school district. SFAs
have some flexibility in operating their school meal programs. For
example, they may operate the programs themselves or contract with food
service management companies to perform functions such as planning and
preparing menus and selecting and buying food. All or some food
preparation may occur at on-site school kitchens or at central kitchens,
which then distribute food to satellite schools. In addition, SFAs may
select among different menu-planning approaches to comply with the
federal nutritional requirements.

SFAs receive a significant portion of their funding from federal
reimbursements that are based on the number of meals served to students

® These data are based on the fiscal year 2004 average daily participation in the NSLP and
the School Breakfast Program, according to the FNS Program Information Report for
December 2004 from USDA.

* These requirements for the federal meal programs were established by Congress in 1994
through the passage of the Healthy Meals for Healthy Americans Act, Pub. L. No. 103-448,
§ 106 (1994).
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in their schools. In addition, SFAs also receive some funding from states
for program operations, and they may generate revenues by selling
competitive foods or by offering fee-based catering services. Further, SFAs
are permitted to combine costs and revenues for reimbursable meals and
nonreimbursable offerings, such as competitive foods, as long as they
maintain their nonprofit status. Therefore, if revenues from reimbursable
meals are less than the costs of producing these meals, SFAs may use
competitive food revenues to support the cost of reimbursable meals.
Likewise, if revenues from reimbursable meals are more than the costs of
producing these meals, SFAs may use these funds to support competitive
food sales.

Minimal Federal
Restriction of Competitive
Foods

Competitive foods are those foods sold in schools, during the school day,
that are not part of the federal school meal programs—that is, they
compete with the nutritionally regulated school meal programs. These
foods can range from candy and soda to pizza and popcorn to apples and
milk and are typically available in cafeteria a la carte lines, vending
machines, and school stores.

Unlike federally subsidized school meals, the sale and nutritional content
of competitive foods are largely unregulated by the federal government.
Federal regulations prohibit the sale of certain competitive foods, known
as foods of minimal nutritional value (FMNV),” during meal periods in
school cafeterias and other food service areas. FMNV, as defined by
USDA, include soda, chewing gum, and hard candy, for example (see fig.
1). Other than this restriction, federal regulations do not prohibit or limit
the sale of any other competitive foods anywhere on school grounds at
any time.’ In contrast, from 1980 to 1983, federal regulations prohibited the
sale of FMNV anywhere in the school from the beginning of the school day
until the last meal period. In National Soft Drink Assn v. Block, 721 F. 2d
1348 (D.C. Cir. 1983), the Court of Appeals for the District of Columbia
overturned this regulation and construed a 1977 amendment to the Child
Nutrition Act as allowing USDA to regulate the sale of competitive foods
only in food service areas during meal periods. Following this decision,

® FMNYV are defined in regulations for the NSLP (7 C.F.R. § 210.11) and listed in appendix B
of those regulations. USDA has the authority to change the definition of FMNV and also has
established procedures to amend the list of these foods.

6 According to regulations, all income from the sale of competitive foods in the food service
area must accrue to the nonprofit food service provider, the school, or an organization
approved by the school.
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USDA amended its regulation to limit the prohibition of these foods to
food service areas during meal periods.

Figure 1: Categories and Sources of Competitive Foods in Schools

Competitive foods

Other
competitive
foods

Foods of
minimal
nutritional
value

Sources Cafeteria School stores, Dtherlocations:

Vending teachers,
of cumpatf Imls ! I: n?sﬂe casr:‘t:;:\ ::::d machines fund-raising,
parties, etc.

Source: GAO, clip art source: Art Explosion.

According to federal regulations, states and SFAs may impose further
restrictions on all foods sold at any time throughout their schools. As of
April 2005, 28 states have made efforts to restrict the sale of competitive
foods beyond USDA regulations (see fig. 2). Five state policies do not
restrict particular food items, but instead typically address the competitive
food environment more broadly. For example, some of these states have
created committees to develop policies concerning competitive foods in
schools or have encouraged schools to find ways to improve their
competitive food environments. The remaining 23 of these state policies
place some form of specific restrictions on competitive foods, though they
differ in the type and extent of restrictions.” The majority of these policies
restrict some, but not all, competitive foods and restrict foods only at

" See GAO-04-673 for more information on the type and extent of restrictions implemented
by state competitive food policies in place as of March 2004.
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times associated with school meal periods, rather than during the entire
school day.®

___________________________________________________________________________________________________________|
Figure 2: States That Have Made Efforts to Restrict Competitive Foods in Schools beyond USDA Regulations, as of April 2005

Vermont
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Connecticut
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‘,)' ’ < a
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Kansas Missouri New Jersey
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|:| States that have made efforts to restrict competitive foods beyond USDA regulations.

Source: GAO.

® For example, some states restrict competitive foods for one half hour before and after
each school meal period, while others restrict competitive foods from the start of the
school day until the end of the last lunch period.
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Recent Federal Initiatives
to Promote Better
Nutrition in Schools

The federal government has an interest in improving child nutrition in
order to promote the health and wellness of the nation’s children.
Moreover, the current child obesity trend poses public health risks
because of the relationship of obesity to serious illnesses, such as type 2
diabetes and hypertension. These illnesses can result in substantial long-
term costs to society. In response, USDA has recently developed initiatives
to support school efforts to provide a healthy nutrition environment,
including competitive food sales. Beginning in 1995, USDA introduced the
School Meals Initiative for Healthy Children in an effort to improve the
nutritional quality of meals served through the NSLP and the School
Breakfast Program. That same year, in order to assist with implementation
of the School Meals Initiative, USDA launched Team Nutrition to focus on
schools and promote the nutritional health of the nation’s children. Team
Nutrition provides schools with nutrition education materials for children
and families, technical assistance materials for school food services, and
materials to build school and community support for healthy eating and
physical activity.” Since 1995, USDA has also created additional resources
to help schools improve student nutrition, address competitive foods, and
foster long-term health, sometimes in collaboration with other federal
agencies (see table 1)."

? For more information on federally funded nutrition education programs, including Team
Nutrition, see GAO, Nutrition Education: USDA Provides Services through Multiple
Programs, but Stronger Linkages among Efforts Are Needed, GAO-04-528 (Washington,
D.C.: April 27, 2004).

“1n addition, USDA published its School Nutrition Dietary Assessment Study II in 2001,
providing information on the nutritional quality of meals served in public schools that
participate in the NSLP and the School Breakfast Program. This study found that students
in school year 1998-1999 had access to a variety of breakfast and lunch options other than
the federal meal programs.
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Table 1: Select USDA Initiatives That Promote Child Nutrition and Address the Competitive Food Environment

Initiative Description

Changing the Scene—Improving the School Nutrition Toolkit that focuses on improving the school nutrition environment and
Environment (2000) serves as a guide to local action, developed with input from 16 education,
nutrition, and health organizations

Fruits and Vegetables Galore (2004) Toolkit for school food service professionals that contains tips on promoting
fruits and vegetables to children
HealthierUS School Challenge (2004) Effort to recognize schools that have met higher standards for nutrition and

physical activity than those required by the federal government, and to
encourage other schools to achieve such results

Making it Happen! School Nutrition Success Stories Report that shares stories from 32 schools and school districts that have

(2005) made innovative changes to improve the nutritional quality of all foods and
beverages sold on school campuses, including competitive foods, developed
in collaboration with CDC and supported by the Department of Education

Source: GAO.

The Department of Health and Human Services (HHS) has also focused on
the school nutrition environment through various initiatives by CDC.
These include

e an eight-component coordinated health model for schools that includes
school nutrition services as one component, and

e a School Health Index designed to help schools assess their
environments and improve the effectiveness of their health and safety
policies and programs."

In addition to these efforts to support a healthy school nutrition
environment, the National Academy of Sciences’ Institute of Medicine
recently released a broad-based report on preventing childhood obesity.
Among other things, the institute recommended that the current federal
funding structure of school meals and the policies and practices of selling
competitive foods in schools be examined for improvements that would
encourage students to consume nutritious foods and beverages, and that
nutritional standards be developed and implemented for all competitive
foods sold or served in schools.

' CDC also reported in its 2000 School Health Policies and Programs Study that
competitive foods were widely available in schools.
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On the Horizon: School
Wellness Policies and
Research on Nutritional
Standards

Almost All Schools
Sold Competitive
Foods in 2003-2004,
and Middle School
Availability Has
Increased over the
Last 5 Years

The Child Nutrition and WIC Reauthorization Act of 2004 requires school
districts that participate in the federal meal programs to establish local
wellness policies by the first day of the 2006-2007 school year. ' Congress
added this requirement, in part, in order to promote nutrition and address
child obesity by encouraging localities to provide healthy school
environments. These policies must include nutrition guidelines for all
foods available on each school campus during the school day and goals for
nutrition education and physical activity, as well as establish a plan for
measuring implementation of the local wellness policy. Further, the local
wellness policies must be developed in collaboration with the
community—including a combination of school officials, parents,
students, and the public. The act also requires that USDA, HHS—through
CDC—and the Department of Education provide technical assistance to
districts regarding wellness policies. In addition, in order to assist schools
in setting appropriate nutrition standards for foods available in schools,
Congress—through the Conference Report of the Consolidated
Appropriations Act of 2005—provided $1 million to the Institute of
Medicine. With these funds, the institute will conduct a study and provide
recommendations regarding appropriate nutritional standards for the
availability, sale, content, and consumption of all foods at school, with a
particular emphasis on competitive foods.

Nearly 9 out of 10 schools sold competitive foods to students in 2003-2004,
and over the last 5 years, the availability of competitive foods has
increased both in middle schools and in a la carte lines in many schools.
While competitive foods were commonly available in all school levels,
students in high schools and middle schools had greater access to these
foods than students in elementary schools. The competitive foods
available ranged from nutritious items such as fruit and milk to less
nutritious items such as soda and candy. Between 1998-1999 and 2003-
2004, the availability of competitive foods increased in middle schools, and
the volume and variety of a la carte foods sold increased in many schools.

2 WIC is the acronym commonly used to refer to the Special Supplemental Nutrition
Program for Women, Infants, and Children.
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Competitive Foods Were
Available in Almost All
Schools and Were More
Common in High Schools
and Middle Schools

We estimate that almost 90 percent of schools sold competitive foods to
students in 2003-2004 through one or more of the following venues: a la
carte lines, vending machines, and school stores.” Considering each type
of venue individually, a majority of schools sold foods through a la carte
lines and vending machines, as shown in figure 3.

. _____________________________________________________________________________ |
Figure 3: Estimated Percentage of Schools Selling Competitive Foods through Each
Type of Venue in 2003-2004
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Source: GAO.

High schools and middle schools were more likely to sell competitive
foods than elementary schools. Table 2 shows the percentage of
elementary, middle, and high schools selling competitive foods through
each type of venue and through one or more venues.

'3 We asked survey respondents questions about “school stores and/or snack bars.”
Throughout this report, we will use the term “school stores” to refer to both school stores
and snack bars.
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____________________________________________________________________________|
Table 2: Estimated Percentage of Schools of Different Levels with Each Competitive
Food Venue in 2003-2004

Elementary Middle High

schools schools schools

A la carte 67 88 91
Vending machines 46 87 91
School stores 15 25 54
One or more of the above venues 83 97 99

Source: GAO.

In addition to the competitive food venues regularly available in schools,
students in some schools also were able to purchase competitive foods
through on-campus fund-raisers. For example, more than 4 out of 10
schools allowed fund-raising—such as seasonal candy sales or short-term
sales of baked goods raising revenues for school organizations—through
the sale of foods to students during the school day in 2003-2004. Such
fund-raisers were permitted in two-thirds of high schools and less than 40
percent of middle and elementary schools.

While federal regulations restrict access to FMNV—a subset of
competitive foods—in food service areas during meal periods, many types
of competitive foods are allowed to be sold in these locations at meal
times. According to our survey, competitive foods sold in 2003-2004
through a la carte lines, vending machines, and school stores were
frequently available for purchase in or near school cafeterias and during
lunch."

« Ala carte items were available to students in the cafeterias of schools
that offered them and were available to students during lunch in 94
percent of those schools.

e One-half of schools with vending machines had machines in or near the
cafeteria, and one-third of schools with vending machines had
machines that were available to students during lunch.

" Ala carte foods, vending machines, and school stores were also available in some
schools during other periods of the school day. In addition, vending machines and school
stores were available in other locations in some schools, such as outside school buildings.

Page 14 GAO-05-563 School Meal Programs



¢ Nearly half of schools with stores had such stores in or near the
cafeteria, and about one-third of schools with stores sold competitive
foods through these stores during lunch.

Although schools that sold competitive foods through a la carte lines or
school stores often sold these foods in just one physical location, schools
with vending machines typically had multiple machines available
throughout the school, ranging from 1 to 25 machines. For example, the
quarter of high schools with the most vending machines had 10 or more
machines, the top quarter of middle schools had 7 or more machines, and
the top quarter of elementary schools had 3 or more machines.” Schools
generally had more beverage vending machines than snack vending
machines.

Further, in many schools, particularly high schools, beverages sold in
vending machines or elsewhere in the school were provided through an
exclusive beverage contract—a contract granting a company exclusive
rights to sell beverages to students in that school. In addition to covering
vending machine sales, these contracts may require schools to provide
beverages through the contracted company in other venues, such as
school stores or athletic event concessions. Nearly half of all schools in
2003-2004 had an exclusive beverage contract. In over a third of schools
with exclusive beverage contracts, the contracts covered 5 years or more,
with some covering at least 10 years." Nearly 75 percent of high schools,
65 percent of middle schools, and 30 percent of elementary schools had
exclusive beverage contracts.

Types of Competitive
Foods Ranged from
Nutritious to Less
Nutritious, with High and
Middle Schools Selling a
Wider Variety of Items

Competitive foods available through a la carte lines, vending machines,
and school stores ranged from nutritious items, such as vegetables and
salad, to less nutritious items, such as soda and candy. Nutritious foods
were more frequently available through a la carte lines than through
vending machines and school stores. For example, as shown in table 3, we
estimate that many of the types of foods commonly available through a la
carte sales were nutritious foods and beverages, such as fruit and milk.

'® The elementary school estimate has a margin of error that exceeds plus or minus 15
percent. See table 6 in appendix I for more information.

'S While contracts could be negotiated by the school district, the school, the school food
service, or a combination of those groups, over half of schools with exclusive beverage
contracts had a contract that was negotiated with the school district.

Page 15 GAO-05-563 School Meal Programs



However, types of less nutritious items, such as sweet baked goods and
salty snacks not low in fat, were also available through a la carte lines in at
least one-third of schools. Furthermore, many of the types of foods
commonly available through vending machines and school stores were
less nutritious ones, such as soda and salty snacks."”

" While the federal government prohibits the sale of soda and certain candy in cafeterias
and food service areas during mealtimes, these foods can be sold in other locations and
during other periods of the school day. Other less nutritious items, such as sweet baked
goods and salty snacks, can be sold in any school location during any period of the day.
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____________________________________________________________________________|
Table 3: Types of Competitive Foods Often or Always Available through Each
Venue in Schools, by Nutrition Category

A la carte Vending machines School stores
Water A A (@]
Milk, 1% or skim A
Milk, whole or 2% A
100% juice A (@)
Fruit A
Vegetables and/or salad A
Yogurt (@]
Less than 100% juice A A
Sports drinks (0] A (0]
Low-fat salty snacks (@]
Low-fat sweet baked goods
Low-fat frozen desserts (@)
Sandwiches A
Pizza A
Fried vegetables
Frozen desserts (not low-fat) (0]
Salty snacks (not low-fat) o (@] (@]
Sweet baked goods (not low-fat) o (@]
Candy A
Soda A (@]

l:l Neither clearly nutritious nor less nutritious

l:l Less nutritious

A Item is estimated to be available in approximately half or more schools with the venue

(@] Iltem is estimated to be available in approximately one-third or more schools with the venue
Source: GAO.

Note: The nutrition categories, as signified by the shading, are general descriptions of the foods in
each category. GAO created these nutrition categories to generally reflect the Dietary Guidelines for
Americans, recognizing that they apply to many but not all foods of each type—nutritional content can
vary depending on the ingredients and the methods used to prepare foods. Four of the estimates in
this figure have margins of error that exceed plus or minus 15 percent. See table 6 in appendix | for
more information.
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In addition, our data suggest that students may have had increased access
to more types of competitive foods as they progressed from elementary
school to middle school and high school. While nutritious foods were
commonly available in schools of each level, students in high schools and
middle schools had access to a greater variety of types of less nutritious
foods than students in elementary schools. For example, salty snacks,
sweet baked goods, soda, and candy were available in at least one-third of
high schools and middle schools with competitive foods but in less than
one-third of such elementary schools, as shown in table 4."

18 However, less nutritious foods were available in some elementary schools. For example,
frozen desserts not low in fat were available in nearly a quarter of elementary schools with
competitive foods.
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____________________________________________________________________________|
Table 4: Types of Competitive Foods Often or Always Available through Any Venue
in Schools, by School Level and Nutrition Category

Elementary schools | Middle schools High schools

Water A A A

Milk, 1% or skim

Milk, whole or 2%

100% juice

Fruit

> > > >

Vegetables and/or salad

Yogurt

Less than 100% juice o

Sports drinks

Low-fat salty snacks

O(»|»|»[O[» (> (> »

Low-fat sweet baked goods

Low-fat frozen desserts

>

Sandwiches (©)

>

Pizza

Fried vegetables

Frozen desserts (not low-fat)

Salty snacks (not low-fat)

Sweet baked goods (not low-fat)

Candy

> (> (> (> (O > | O[> >

Oo(O|»|» O

Soda

Nutritious

Neither clearly nutritious nor less nutritious

Less nutritious

- B0L

Item is estimated to be available in approximately half or more schools with any venue

(@] ltem is estimated to be available in approximately one-third or more schools with any venue
Source: GAO.
Note: The nutrition categories, as signified by the shading, are general descriptions of the foods in
each category. GAO created these nutrition categories to generally reflect the Dietary Guidelines for

Americans, recognizing that they apply to many but not all foods of each type—nutritional content can
vary depending on the ingredients and the methods used to prepare foods.
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Over the Last 5 Years, the
Availability of Competitive
Foods Sold in Middle
Schools and through a la
Carte Lines Increased

According to our survey, the availability of competitive food venues in
middle schools increased during the period between 1998-1999 and 2003-
2004.

The percentage of middle schools offering competitive foods through a
la carte lines, vending machines, or school stores increased from 83 to
97 percent during this time period."”

» The percentage of middle schools with exclusive beverage contracts
increased between 1998-1999 and 2003-2004.*

e The number of vending machines per school increased between 1998-
1999 and 2003-2004 in more than one-third of middle schools that had
vending machines.” In addition, the number of vending machines per
school increased in more than half of high schools that had vending
machines.

In addition, the availability of a la carte items, particularly the volume sold
and the variety available for purchase, increased between 1998-1999 and
2003-2004 in many schools.

e The volume of a la carte items sold—that is, the overall amount of all a
la carte items sold—increased in more than two-thirds of high schools,
more than half of middle schools, and nearly one-third of elementary
schools that had a la carte sales.”

e The variety—that is, the number of different types—of a la carte items
available to students increased in about one-half of all schools that had
a la carte sales.

' For this analysis, we compared the percentage of middle schools that had any
competitive food venues between school years 1998-1999 and 2003-2004 with the
percentage that had any venues in 2003-2004.

20 According to our survey, the percentage of middle schools with exclusive beverage
contracts increased to 65 percent in 2003-2004 from 26 percent in 1998-1999. An additional
31 percent of middle school principals were unsure if their school had an exclusive
beverage contract in 1998-1999.

?! This estimate has a margin of error that exceeds plus or minus 15 percent. See table 6 in
appendix I for more information.

® The elementary school estimate has a margin of error that exceeds plus or minus 15
percent. See table 6 in appendix I for more information.
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Many People Made
Decisions about
Competitive Food
Sales, but No One
Person Commonly
Had Responsibility
over All Sales in a
School

According to SFA directors, reasons for the increases in a la carte volume
and variety between 1998-1999 and 2003-2004 included responding to
student demand, providing more nutritious foods, making foods more
appealing to students, and generating additional revenue for the food
service.

Aside from increases in the availability of competitive foods sold in middle
school and through a la carte lines, we did not find that the availability of
competitive foods in schools changed considerably during the period
between 1998-1999 and 2003-2004. For example, according to our survey,
there have not been considerable changes in the percentage of high
schools or elementary schools offering competitive foods through a la
carte lines, vending machines, or school stores during this time period.
Further, in a majority of all schools with school stores or vending
machines, the number of different types of food offered for sale through
these venues stayed the same.

Many people, including district and school officials as well as members of
groups selling foods in schools, made decisions about competitive food
sales, but no one person consistently had responsibility for all competitive
food sales at the school level. The decisions ranged from broad policies
about the school nutrition environment to decisions about which foods to
sell at a specific venue or event. In 2003-2004, a majority of schools had
policies in place that restricted competitive food sales to students, and
these policies were often set at the district level by superintendents and
school boards. Regarding the actual selection and sale of competitive
foods in schools, SFA directors were commonly involved in decisions
related to a la carte sales, while principals often had final approval over
other competitive food sales. In addition, many different groups were
directly involved in selling competitive foods in schools in 2003-2004, and
these groups could make decisions about which foods to sell and when to
make them available. The number and variety of groups involved in these
sales typically increased as the school level increased.
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District and School
Officials Made Decisions
about Competitive Food
Policies

According to principals, an estimated 60 percent of schools had written
policies in place that restricted competitive foods accessible to students in
2003-2004, and most often, districts enacted those policies (see fig. 4).” In
contrast, 40 percent of schools had no such policies.

|
Figure 4: Estimated Percentage of Schools with a Written Competitive Food Policy in 2003-2004 Enacted by Districts and

Schools

No written competitive
foods policy enacted

Written policy enacted

2%

Policy enacted by school

10%

Policy enacted by district and school
10%

Do not know who enacted policy

78%
Policy enacted by district

Source: GAO.

In addition to superintendents and school boards that were involved in
making these competitive food policy decisions for a district, both SFA
directors and school principals commonly made policy decisions about
actual food sales at the school level, resulting in no one person having
responsibility over all sales. Specifically, district SFA directors often made
ongoing decisions about policies affecting the school nutrition
environment. For example, SFA directors provided many of the foods
available to students through their administration of the federal meal
programs and typically decided which foods to serve through school a la
carte sales. In addition, SFA directors were also often concerned with

* We did not collect information on the type and extent of restrictions placed on
competitive foods by these policies or on the enforcement of these policies.
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other competitive food sales in the schools, such as those through vending
machines, school stores, and fund-raising sales. According to our survey,
84 percent of SFA directors in 2003-2004 considered addressing the
competitive food environment in schools to be part of their
responsibilities. More than three-quarters of those directors considered it a
priority.

Moreover, principals also made decisions about competitive food policies
in their schools. For example, as shown in figure 4, aside from the more
than three-quarters of schools with competitive food policies developed by
their districts, school principals enacted policies in conjunction with their
districts in an additional 10 percent of schools and enacted their own
policies in another 2 percent of schools with policies. Regarding
operational decisions, principals in more than half of schools with
competitive food sales reported in our survey that they provided final
approval over the foods and beverages sold through vending machines,
school stores, and fund-raisers in their schools. Also, similar to SFA
directors, principals in a majority of schools reported that they considered
addressing the competitive food environment one of their responsibilities.

Many Different Groups
Were Directly Involved in
Deciding What to Sell and
Selling Competitive Foods

In addition to the district and school officials involved in decisions related
to competitive food policy, myriad individuals and groups were directly
involved in the sale of competitive foods. These groups could make
decisions about which specific foods to sell to students and when to
conduct sales. During 2003-2004, groups such as students, parent-teacher
associations, and booster groups—in addition to SFA directors and school
principals—were most commonly involved in sales, according to our
survey.

The number of groups involved in sales typically increased as the school
level increased. For example, three or more different groups were much
more likely to be involved in competitive food sales in high schools than in
middle and elementary schools in 2003-2004 (see fig. 5).
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Figure 5: Number of Groups Directly Involved in Competitive Food Sales in 2003-
2004, Reported as an Estimated Percentage of Schools with Sales

Percentage of schools
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I:l Two groups
I:I Three or more groups

Source: GAO.

Note: The estimates for elementary schools and one estimate for middle schools in this figure have
margins of error that exceed plus or minus 15 percent. See table 6 in appendix | for more information.

The groups directly involved in sales varied by school level. In elementary
schools, the SFA/school food service and student associations/clubs were
commonly involved in sales.* In middle schools, in addition to these
groups, school officials/administrators were most commonly involved.” In
high schools, where the greatest number of competitive food venues was
typically available, these three groups and a variety of others were directly
involved in sales. Consequently, within a high school that has a number of
competitive food sales occurring simultaneously, a student at lunchtime

** The estimates for SFA/school food service and student associations/clubs have margins
of error that exceed plus or minus 15 percent. See table 6 in appendix I for more
information.

% The estimate for school officials/administrators has a margin of error that exceeds plus
or minus 15 percent. See table 6 in appendix I for more information.
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could be faced with many different food options sold by a variety of
different groups through several venues (see fig. 6).

Figure 6: Groups Most Frequently Involved in Various Competitive Food Venues Commonly Available in High Schools

A la carte
School
food authority

Cafeteria
Q
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Gym
Vending § A la carte y
machines 3
® School food % O O
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® Vending : ——
operator — [ Y e Y c—
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or administrator Vending machines |, Fund-raisers
® Physical ® Physical
education ? education
department department
e Student \ ® Music or
association C) art department
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e Student
association
or club
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School store Vending machines
D CD

School store

® School official -ITE-I-I_
or administrator

® Student

association
or club Pl

High school at @

Source: GAO analysis.
Note: The competitive food venues shown were estimated to be available in a majority of high

schools, according to our survey. The groups listed with these venues were estimated to be directly
involved in competitive food sales through the specified venue in at least 25 percent of high schools.
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: Many schools generated substantial revenue through competitive food
Many SChO_OIS Raised sales in 2003-2004, often using this revenue to support food service
a Substantial Amount operations and student activities. High schools and middle schools

generally raised more revenue from competitive food sales than
of Revepge thI'OU.gh elementary schools, reflecting the greater availability of competitive foods
Comp etitive Food in high and middle schools. Across all competitive food sales, food
Sales and Used It to services generated more revenue than other school groups, largely

. through a la carte sales. Some food service directors said they relied on
SuppOI't Food Service  this revenue to support overall food service operations, while other school
Op erations and groups primarily used their competitive food revenues to fund student

Student Activities activities.
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Total Competitive Food
Revenue Varied by School
Level From More than
$125,000 in Some High
Schools to More than
$5,000 in Some Elementary
Schools

Many schools generated a substantial amount of revenue through
competitive food sales in 2003-2004.* Total revenue generated through
competitive food venues varied by school level, reflecting, among other
things, the greater availability of competitive foods in high schools and
middle schools than in elementary schools.” In particular, we estimate that
about 30 percent of all high schools generated more than $125,000 per
school through competitive food sales in 2003-2004, while about 30
percent of all elementary schools generated more than $5,000 per school
through these sales (see fig. 7). These estimates of total competitive food
revenue are conservative, as they are based on the sum of the minimums
of specified revenue ranges.” Therefore, many schools likely generated
more total revenue from competitive food sales than our analysis reflects.

% Throughout this report, revenue for each type of competitive food venue includes all
revenue generated through competitive food sales. We did not ask survey respondents for
information on profits retained after covering expenses.

*" While the number of students in each school likely affects the amount of revenue
generated through competitive foods, our data do not allow us to determine the effect of
school size on revenue.

% Total revenue reflects the combined minimums of revenue ranges reported by schools for
a la carte lines, vending machines, school stores, and exclusive beverage contracts. To
conduct this analysis, we used matched survey responses, which combined the principal
and SFA director’s responses for each specific school. We defined the minimum for each
venue as the lower bound of the revenue range selected by the respondent, and we then
summed the minimum revenues across all venues for each school. See appendix I for a
description of this analysis.
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Figure 7: Estimated Percentage of Schools Generating Different Minimum Amounts

of Total Competitive Food Revenue in 2003-2004, by School Level
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Note: See appendix | for more information on this analysis, which used data obtained from the
matched responses. One of the estimates in the high school figure has a margin of error that exceeds
plus or minus 15 percent. See table 6 in appendix | for more information.
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Food Services Generated
More Revenue through
These Sales than Other
School Groups, with Food
Services Using Revenue
for Their Operations and
Other School Groups
Using Revenue for Student
Activities

Food Services

Across all competitive food sales, food services generated more revenue
than other school groups, such as school administrators, student
associations, and booster groups.” Specifically, food services generated a
greater amount of revenue through a la carte sales than through any other
type of competitive food sale. Other school groups raised a greater amount
of revenue through exclusive beverage contracts than through any other
type of competitive food sale.” In addition to raising varying amounts of
competitive food revenues through different types of sales, food services
and other school groups generally used their revenues for different
purposes.

The revenue food services generated through a la carte sales was
substantial in many schools. For example, we estimate that 40 percent of
high school food services and nearly a quarter of middle school food
services selling competitive foods through a la carte lines generated more
than $50,000 per school through these sales in 2003-2004. Furthermore,
food services in 20 percent of high schools selling a la carte items
generated more than $125,000 per school through a la carte sales, as
shown in figure 8.

* For the purposes of this discussion, revenue generated by food services refers to revenue
that was raised by both the school and district food services.

3 Many schools also held fund-raisers to generate revenue for activities and programs, but
this revenue is difficult to measure because of the involvement of numerous groups, and it
is not included in our analysis.
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Figure 8: Estimated Percentage of High Schools in Which Food Services Generated
Different Amounts of Revenue through a la Carte Sales in 2003-2004

Revenue per school (in dollars)
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Source: GAO.

Note: Estimated percentages do not add to 100 because some SFA directors were unsure how much
revenue they generated through a la carte sales.

Food services typically used their substantial a la carte revenue to support
overall food service operations, supplementing revenue earned through
the sale of school meals. According to our survey of SFA directors, in
2003-2004, food services in 40 percent of schools earned less revenue than
they spent, generating a loss, and food services in an additional 20 percent
of schools broke even. Food services in the remaining 40 percent of
schools generated more revenue than they spent in 2003-2004, yielding a
gain.” From the data we collected, it is not clear what proportion of this
food service revenue came from federal reimbursement for meals served
and what proportion came from revenue generated through competitive
food sales.” In our previous work, we found that food services in some
states had a small but increasing shortfall in total revenue compared with
expenses between school years 1996-1997 and 2000-2001 and that a la

* In addition, food services in 20 percent of schools received supplemental funds from the
district or school in 2003-2004, while food services in 21 percent of schools transferred
funds to the district or school in that year.

2 Further, because we did not collect information on total school food service revenue, we
were not able to compare food services’ competitive food revenue with their total revenue
in 2003-2004 in order to determine the effect of competitive food revenue on food service
budgets.
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Other School Groups

carte sales had become an increasingly important source for augmenting
total food service revenue.” Moreover, some SFA directors told us in
survey comments for this study that they sold competitive foods in order
to maintain balanced budgets. For example, one food service director
commented that the food service would not be able to maintain a balanced
budget without the substantial revenue generated through a la carte sales.
Another commented that the district food service generated nearly half of
its revenue through competitive food sales.

Other school groups raised more revenue through exclusive beverage
contracts than through any other type of competitive food sales. In
particular, we estimate that school groups in nearly one-quarter of high
schools with exclusive beverage contracts generated more than $15,000
per school through these contracts in 2003-2004, as shown in figure 9.
However, it is important to note that 15 percent of high school principals
did not know how much revenue exclusive beverage contracts generated
for their schools in 2003-2004.

» GAO, School Meal Programs: Revenue and Expense Information from Selected States,
GAO-03-569 (Washington, D.C.: May 9, 2003). This report analyzed revenue and expense
data from six selected states.
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Figure 9: Estimated Percentage of High Schools in Which Other School Groups
Generated Different Amounts of Revenue through Exclusive Beverage Contracts in
2003-2004

Revenue per school (in dollars)

Over 15,000 22
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Source: GAO.

Note: Estimated percentages do not add to 100 because some school principals were unsure how
much revenue other school groups generated through exclusive beverage contracts.

Exclusive beverage contracts also provided some schools with noncash
benefits—goods and services such as athletic scoreboards and in-kind
support of school events. In particular, nearly 30 percent of schools of all
levels selling competitive foods through exclusive beverage contracts
received noncash benefits. Nearly one-third of those schools received
athletic equipment, facilities, or uniforms, and a small number of schools
also received support for assemblies and programs, scholarships, and
personal items for students and school staff, such as cups and coolers. The
value of those items was sometimes considerable: in one-quarter of those
schools receiving noncash benefits through exclusive beverage contracts
in 2003-2004, the benefits were worth more than $5,000 per school.*

School groups other than food services most commonly used their
competitive food revenues to support student activities such as field trips
and assemblies, as shown in figure 10. Similarly, groups in many schools

# This estimate has a margin of error that exceeds plus or minus 15 percent. See table 6 in
appendix I for more information.
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spent competitive food revenues on athletic equipment, facilities, or
uniforms. However, some used revenues to meet school needs such as
expenses associated with general school overhead or with textbooks and
school supplies.

. ____________________________________________________________________________|
Figure 10: Estimated Percentage of Schools Using Competitive Food Revenue,
Excluding Food Service Revenue, for Various Purposes in 2003-2004

Revenue uses

Student field trips | 36

School assemblies and related programs | 34

Athletic equipment, facilities, or uniforms | 23

General school overhead | 20

Textbooks and school supplies | 17

Library supplies 14

Arts programs excluding band or chorus

Band or choral equipment or uniforms 13

Computers and information technology equipment 12
Staff development 11
Playground equipment 9
Scholarships 8
Transportation 7
Nutrition education :l 5

Construction of new facilities, except athletic :l 2

Staff salaries and/or benefits | 0

o

10 20 30 40
Percentage of schools
Source: GAO.

Note: General school overhead includes facilities and grounds maintenance. Respondents in 22
percent of schools said they spent competitive food revenues on other uses, such as student rewards
and incentives.
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School Districts We
Visited Substituted
Healthy Competitive
Foods for Less
Nutritious Items while
Overcoming
Obstacles to Change,
and the Effects on
Revenue Were
Unclear

The six school districts we visited all recently took steps to substitute
healthy competitive foods for less nutritious items while overcoming
several obstacles to change, and in the end, the effects of these changes on
revenue were unclear. Although the districts we visited increased the
availability of healthy competitive foods and decreased less nutritious
items through differing approaches, perseverant and committed
individuals took actions in each district to initiate and lead the process of
change while also taking steps to involve and obtain support from those
affected. At the same time, officials noted that they faced several barriers
to making changes, including concerns about potential revenue losses,
among others. Concerning the effects of changes on sales revenues, none
of the districts we visited had sufficient data to examine these effect