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RESULTS OF A SURVEY ON HOUSEHOLD PARTICIPATION IN THE FOOD STAMP PROGRAM:

DATA FROM THE JUNE 1973

CURRENT POPULATION SURVEY
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Introduction

Since June 1961, the Federal Food Stamp Program
has been in operation assisting low income fami-
lies and individuals in the purchase of food.
Households which qualify under the eligibility
requirements established by the United States
Department of Agriculture and apply for certifi-
cation become eligible to purchase food stamps.
Participants purchase food stamps at prices below
the face value of the stamps then redeem the
stamps for food at supermarkets or other stores
which have been certified to handle transactions
involving food stamps. The difference between
the purchase price and face value of the stamps
is termed bonus value. Thé purchase price of the
food stamps is based on the household's net
monthly income while the monthly coupon allotment
(face value) is determined by the size of the
household.

The food stamp program has grown from approxi-
‘mately 50,000 participants receiving $381,000

in, food stamp bonus value in June 1961 to nearly
13,600,000 participants receiving approximately
$271 million in bonus value in March 1974.
Throughout this twelve year period of growth lit-
tle information has been available concerning the
characteristics of households participating in
the food stamp program. To provide such dats, the
Bureau of the Census, under sponsorship of the
Office of Economic Opportunity, conducted a house-
hold survey in June 1973. The questions concern-
ing food stamps were designed mainly to collect
information concerning household participation in
the food stamp program during the month of May
1973 with additional questions on participation
during the previous twelve month period.

This presentation which is largely based on infor-
mation collected by this survey has two objec-
tives. The first objective is to provide a brief
analysis covering the quality of the food stamp
gformation col 2cted using the June 1973 Current

pulation Surv s (CPS). The second cojective is
:do develop a profile of food stamp households with
respect to their economic and demographic charac-
[teristics including their annual income in rela-
{’tion to official Federal poverty levels.

‘ggg;;t; of Food Stamp Survey Data

iy The survey data presented here pertaining to food
iy stamp recipients were collected by supplementing
. the June 1973 Current Population Survey question-
naire with a group of questions covering household
, purchases of food stamps during the month of May
= 1973 and during the previous twelve month period,
'{ June 1, 1972 to May 31, 1973, The Curr-nt Popula-
“% tion Survey is a monthly household sv‘rvey of ap-
proximately 50,000 households designed primarily
to provide national estimates of employment, unem-
ployment, and other characteristics of the labor
force. It has also been widely used to provide
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data covering income, migration, educational
attainment, and meny other demographic, economic,
and social characteristics of the population. To
evaluate the quality of the food stemp data col-
lected using the June 1973 CPS, a comparison was
made between the survey data and data published
by the United States Department of Agriculture.

Comparison of published information from the
Department of Agriculture and data from the June
1973 CPS indicate that, although the survey data
apparently underestimate the number of persons in
households purchasing food stamps in May 1973,
the survey universe of food stamp households is
representative of the USDA universe of food stamp
households with respect to household size, bonus
values, and participation in public assistance
programs.

The number of persons in households reporting the
purchase of food stamps in May 1973 on the CPS
was 9,881,100, This figure compares to a USDA
published figure of about 12,358,200. The CPS
figure which is approximately 80 percent of the
USDA estimate differs from the USDA figures for
several reasons. As in all household surveys the
data are subject to sampling and nonsampling
errors., Of the factors causing the discrepancy
between the two estimates, nonsampling errors
such as misreporting and nonreporting are proba-
bly the most important.

Two other factors which may also contribute to the

20 percent difference between these estimates are ,, ¢
possible errors in the USDA administrative data .’
and the occurrence of multiple USDA food stamp pr Ll
households within the CPS household structure. ol
Because the USDA estimates are derived from infor- °
mation provided by local (in most cases counties) p
food stamp agencies, some of which undoubtedly do 4.""‘
a better record keeping job than others, the USDA ¢
estimates are also subject to error and should not

be used as a tool for evaluation without this fact

in mind. Whether errors in the administrative

data tend to lessen or widen the gap between these
estimates has not been determined. Evidence from

a record check study ‘indicate that some of the CPS
households contain two or more USDA food stamp

units. This situation may occur, for example, in

the case of a CPS household containing both a pri-

mary family and a subfamily consisting of the pri-

mary family head's son and the son's wife and

child. Although this group represents one CPS
household, it is conceivable that both the primary
family and the subfemily could receive food stamps

as separate units. The design of the question-

naire, however, allowed only one food stamp house-

hold for each CPS defined household. This fact

caused a portion of the difference in the number

of participating households (see table 1) but

should have had little effect on the count of the
number of persons in food stamp households, a

figure which could be recorded correctly regard-

less of the mumber of food stamp households within
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the CPS household., Although these facts would

suggest that the underestimate of the number of
food stamp households would be greater than that
for persons in the households, the underestimate
for both figures was about the same, 20 percent.

An evaluation of the CPS estimate of the total
number of households purchasing food stamps in
the twelve month period, June 1, 1972 to May 31,
1973 was also made. The June CPS data show a
total of about 3,938,000 different households
participating during this period. Of this total,
829,000 households reported purchasing food
stamps during the specified twelve month period
but not in May 1973. A method offered by USDA
for determining the number of different house-
holds participating in the food stamp program in
a given twelve month period was 1.5 times the num-
ber participating in any single month. If this
figure is used and May 1973 is taken as the base
month then an estimate of the total number of
households derived from administrative data is
1.5 x 3,941,000 or 5,912,000, The survey under-
estimate of the number of households participating
between June 1, 1972 and May 31, 1973 using this
method is about 33 percent.

Estimates derived from the CPS for both bonus
value per participant and participation rates in
public assistance programs by food stamp house-
holds are also very similar to USDA published
figures. The aggregate bonus value for May 1973,
defined as the difference between the purchase
price and coupon allotment, was estimated from the
CPS to be $141.7 million This figure is about
80 percent of the USDA estimate of $178.5 million.
The average bomus value per participant calculated
from CPS data, however, was $14.27, about 99 per-
cent of the corresponding figure of $14.45 pub-
lished by the USDA for May 1973. USDA estimates
also show that in May 1973, 61 percent of all per-
sons receiving food stamps were in households
which received food stamps as a direct result of
their participating in the public assistance pro-
gram in May. Data compiled from the CPS indicate
that in May 1973 about 58 percent of all persons
in food stamp households were in households headed
by a person reporting the receipt of public
agsistance in May.

Evaluation of the CPS food stamp data with respect

to many important demographic characteristics of
the household such as income, age, race, and sex
of head, and labor force status of head, etec.,
could not be made because littleor no information
is available from administrative sources. An
evaluation of the survey data with respect to
reliable demographic information from administra-
tive sources could show that the difference is
not proportionally distributed between demographic
subgroups and that the survey households are not
representative of the USDA food stamp households
with respect to certain demographic characteris-
tics. If differential underreporting could be
determined using reliable administrative figures
as a control, adjustments could be made to improve
the usefulness of the data by simultaneously cor-
recting for the underreporting of food stamp pur-
chases and the differences in demographic compo-
gition.
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Characteristics of Food Stamp Households

Shown in tables 2 and 3 are data for families
reporting the purchase of food stamps in May 1973
by selected characteristics Data in table 2 show
the proportion of the selected universe reporting
the purchase of food stamps in May while the data
in table 3 sho - the distribution of food stamp
households fo~ each selected universe, These data
have not been adjusted for the 20 percent differ-
ence between USDA figure and the survey figure of
the number of households purchasing food stamps
in May 1973.

Since the data which will be presented in the fol-
lowing sections are based on a sample, they are
subject to sampling variability as well as errors
of response and nonreporting. None of the state-
ments in this report have been tested for statis-
tical significance, therefore, an attempt has been
made to limit comparisons to situations where
obvious significant differences exist.

i L
Overall approsimately 4.2 percent o all families ,‘“

and 5.7 percent of all households headed by a pri-'*
mary individual reported purchases of food stamps
in May 1973. Almost one of every five families |,
headed by a woman purchased food stamps in May /
while only 2.2 percent of all fam:Llies headed by
men purchased food stamps.

Participation rates for Negroy families were
higher than rates for white families for each
characteristic shown; the high participation rate
for Negro families reflecting the lower income ;
and greater proportion of families headed by women
for this group. Participation rates for families
were higher in the South than in any other region,
a result apparently of the lower incomes in this
region.

Participation rates by income class decline, as H
would be expected, as income increases., The parq
ticipation rates for Negro families appear to be
higher than for white families at each income \j-
level.
families may result from the fact that a larger
proportion of Negro families with low incomes
receive public assistance than white families and
therefore a larger proportion of Negro families
are categorically eligible to participate in the
food stamp program.

Negro families which comprise about 11 percent of
all families and 32 percent of all families with
incomes below poverty level in 1972 made up about
42 percent of the families purchasing food stamps
in May 1973. Approximately 70 percent of all
Negro families purchasing food stamps were headed
by a woman., This contrasts with the corresponding
figure of 43 percent for white families.

The South which has the largest population of the
four regions in the U.S. also accounts for the
largest group of food stamp families, 38.4 per-
cent, a rate which slightly exceeds its proportion
of the total number of families in March 1973
(31.8 percent).

The distribution of fod stamp familiss by residence

Y

This higher participation rate for Negro !




—_— e m— o e

ESEE

areas shown in table 3 varies somewhat with Te-
spect to the distribution of all families within
these areas. While both 67 percent of all fami-
lies and families purchasing food stamps reside
in metropolitan areas, 30 percent of all families
and 48 percent of all food stamp families live in
the central city. Farm families which comprise
about five percent of all families constitute only
2.5 percent of the total number of food stamp
families.

Participation rates for primary individuals which
make up approximately 30 percent of all food stamp
households were highest for Negro females age 65
or older (25.5 percent) and lowest for white males
less than 25 years old (1.4 percent). As was the
case with families, Negro primary individuals had
higher participation rates than white primary
individuals. Of all primary individuals purchas-
ing food stamps in May 1973, 74 percent were
women; 41 percent were women age 65 and over.

Available information which have not been included
in any of the tables indicate that of the house-
holds reporting the purchase of food stemps in
May 1973, more than 60 percent reported purchasing
food stamps in each of the previous twelve months,
Over 80 percent reported purchasing food stamps
for six or more months during this period. The
mean number of months purchased for this group
was approximately 9.3.

For the household which reported purchasing food
stamps during the twelve month period June 1, 1972
to May 31, 1973 but not in May 1973 (a total of
828,000 households), the average number of pur-
chase months was 3.8. Sixty percent of these
households purchased food stamps for three months
or less months with almost 30 percent reporting a
purchase in only one month in the past twelve.

Food Stamps and the TLow Income Population

One obvious topic of interest concerning the food
stamp population is the status of this population
with respect to official Federal poverty standards
and, conversely, the status of the poverty popula-
tion with respect to participation in the food
stamp program. To provide information on these
subjects, a match of two Census Bureau data files,
the March 1973 CPS file containing detailed income
data and poverty status for calendar year 1972
and the June 1973 CPS file containing food stamp
information was made. As a result of the CPS
sampling design, households are interviewed for
four consecutive months, released from the sample
for eight months, and returned to the sample for
a final four month period. One fourth of the
households in the March 1973 CPS sample, there~
fore, were also in the June 1973 CPS sample and a
match of these data files thus provided informa-
tion from both data files for jthe households com-
mon to these monthly surveysﬁ/

The total number of households available for
matching (based on the March 1973 CPS data file)
was 11,186 (actual number of sample households).
of the:§/8, 596, or 77 percent, were termed fully-
matche Only these fully-matched households
were used for analytical purposes since households
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of other matched status had undergone some compo-
sitional change between March and June, a fact
which would complicate the analysis. Households
which moved between.March and June were by defini-
tion excluded from the analysis since no data
from the June CPS was available.

After matching of the data files further screening
of the matched records was required before the
analysis could begin. Since the food stamp infor-
mation on the June 1973 CPS was collected for
households and poverty status is developed on a
bagis of families and unrelated individuals, all
secondary families and secondary unrelated indi-
viduals were eliminated from the matched data
file. An assumption was made, therefore, that
the unit receiving food stamps within the CPS
household was always the pr:l.g?ry family or the
primary unrelated individual%

Tabulations made from the matched data file indi-
cate that approximately half (52.8 percent) of
the families and two-thirds (68.7 percent) og ‘the
unrelated individuals purchasing food stamps—/
had anmual incomes below the poverty level in
1972. These figures vary somewhat by race and
sex of head, with food stamp families headed by a
white male having a 42.4 percent poverty rate and
food stamp families headed by a Negro female
having a poverty rate of 60.2 percent.

The fact that only about 50 percent of all fami-
lies purchasing food stamps during the specified
twelve month period had incomes below the poverty
level in 1972 is not surprising for several rea-
sons, First, eligibility for food stamps is
based on & net monthly income figure while the
poverty status is based on an annual income con-
cept. As a result, a household may be eligible
for food stamps for several months because of
some short term decrease in income but on an
annual basis have income above the poverty level.
Secondly, USDA meximum monthly income amounts,
which help determine a household's eligibility to
participate in the food stamp program are higher
than one twelth of the poverty level which is an
annual gross income amount. Thirdly, since
monthly income used to determine eligibility is a
net figure derived after deductions are made for
payroll taxes, shelter costs, medical expenses,
ete., the annual gross income of a participating
household may be considerably higher than the
poverty level.

In addition to these two factors which demonstrate
that a considerable number of families with annual
incomes above the poverty level are eligible for
food stamps, guidelines set up for the food stamp
program provide that all persons receiving public
assistance are also eligible to participate in the
food stamp program. About one half of the fami-
lies and one-third of the unrelated individuals
receiving public assistance in 1972 had annual
incomes above the poverty level, yet were categor-
ically eligible to participate in the food stamp
program while receiving public assistance income.

Estimates of participation in the food stamp pro-
gram by families and unrelated individuals with
incomes b&low the poverty level in 1972 are shown




in table 4. Several adjustments-were made to the
survey data before the estimates of participation
in food stamp program by the poverty population
could be derived. First, adjustments were made
to the survey data for the underestimate of the
number of food stamp households by assuming the
underestimate was distributed proportionally
between demographic subgroups and between the
poverty and nonpoverty population. This adjust-
ment also assumed that the survey underestimated
the number of households purchasing food stamps
during the 12 month period June 1, 1972 to May
31, 1973 by 33 percent. Because the food stamp
program was in operation in only about two-thirds
of the counties in the U.S. in May 1973, a second
adjustment was made which excluded from the anal-
ysis sample households located in sampling areas
(primary sampling units) containing one or more
counties which did nothave the food stamp program
in May 1973. This adjustment allowed the deriva-
tion of participation rates based only on house-
holds residing in areas administering the food
stamp program,

The data shown in table 4 indicate that overall,
53.3 percent of all families and 30.8 percent of
all unrelated individuals with incomes below the
poverty level in 1972 purchased food stamps
between June 1, 1972 and May 31, 1973. The par-
ticipation rate in the food stamp program for
female headed families with incomes below the

poverty level in 1972 was 71.1 percent while the

rate for families headed by an elderly male was
34.2 percent., About 75 percent of the families
and 80 percent of the primary individuals below
the poverty level who purchased food stemps, pur-
chased food stamps in six or more months during
this period.

Participation rates were significantly higher for
both Negro families and primary individuals below
the poverty level than for white families and
individuals. This, again, may result, in part,
from the fact that a larger proportion of low
income Negro families receive public assistance
then white families.

Summary

The June 1973 CPS represents the first attempt by
the Census Bureau- at collecting detail information
concerning household participation in the food
gtamp program on a national scale. The role of
food stamps as well as other sources of what have
been termed "nonmoney" or "noncash" income as an
important source of income to both families and
individuals has been increasing at a rapid rate.
More efforts will be needed by the Bureau of the
Census and others to expand our knowledge as to
the effects of "noncash" income on the total wel-
fare of the popglation.

Collection of food stamp data using the June 1973
CPS was an experience which resembles our previous
survey experiences in collecting public transfer
money income data such as public assistance. This
experience has been that the number of reciplents
and the aggregate amount of benefits, in terms of
dollars, have been substantially underestimated by
the surveys but that the reporting recipients

appear to closely represent the total universe in
many important respects. .

The data presented here pertaining to the rela-
tionship between the food stamp and official Fed-
eral poverty universes must be used only keeping
in mind the assumptions which have been made.
Since the data used to develop these estimates
were not collected for the specific purpose of
estimating the relationship between poverty and
food stamps, some useful information pertinent to
the analysis such as changes in household composi-
tion during the year, financial assets, and pur-
chases of food stamps covering all of calendar
year 1972 were not collected. The fact that the
analysis required a match of the March 1973 CPS
and June 1973 CPS files resulted in some problems.
Households which moved during the period between
March and June were necessarily excluded from the
final sample used in the analysis. The sample
size was reduced considerably and, therefore,
sampling errors increased to levels which are much
higher than those associated with the entire CPS
sample. Even in the light of these problems this
study has produced some interesting findings which
should serve to increase our knowledge about the
food stamp program and to promote more detail and
specialized studies in this area.

Y. The estimate of $141.7 million bonmus value from
the CPS was derived assuming households reporting
the purchase of food stamps in May but failing to
report the necessary information to calculate
bonus value received, on the average, the same -
bonus values as households reporting both purchase,
price and coupon allotment. Approximately 10 per-
cent of the food stamp households did not provide
all information required to calculate the bonus
value.

2/, Negro actually refers to Negro and other races
throughout this paper.

Y As a result of residents moving from the sample
address, noninterviews, and errors in recording
identifying information, some households could not
be matched.

&/ A fully-matched code was assigned to a household
only if records for each person 1/ years and older
within the household were present on both data
files. Therefore, these households have undergone
no compositional changes among their members 14
years old and over,

5/, Since the number of secondary families is very
small (about 100,000 of a total of 54.3 million
total families in March 1973) and 75 percent of
all unrelated individuals are primary individuals
living alone, this assumption will be a correct
one in almost all cases.

&/ Families and unrelated individuals were classi-
fied as food stamp recipients if any person in the
family or anyone in the household headed by the

primary individual reported purchasing food stamps
in any month between June 1, 1972 and May 31, 1973.
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TABLE 1.

A COMPARISON OF JUNE 1973 CPS SURVEY DATA AND U.S. DEPARTMENT OF AGRICULTURE DATA ON THE NUM-

BER OF HOUSEHOLDS PURCHASING FOOD STAMPS IN MAY 1973

Food Stamp Households by Size Ratio of CPS Households to
Size of Household | wunber (thous.) | Percentl/ | Mumber (thous.) | Percent USDA l(muse)aholds

: (1) (2) (3) (4) i

Total 3,110 100.0 3,941 100,0 19

1 874 29.2 1,186 30.1 o4

2 655 21.9 822 20,9 .80

3 451 15.1 581 14e7 .78

4 305 10,2 445 113 .69

5 228 7.6 304 dud 75

6 170 5.7 210 5¢3 81

7 131 A 143 3.6 «92

8 or more 175 5.6 250 6.3 <70

Size not available 121 3.9/ (x) (x) (x)

Mean size 3.19 (x) 3.13 (x) 1,02
v

2/

X

TABLE 2,

Percents are calculated based on the total number of households reporting on the mumber of persons
covered under the food stamp program,

This figure represents the percent of all households reporting the purchase of food stamps in Ma.y

which did not report the number of persons covered under the food stamp program.
-Not applicable.

PERCENT OF FAMILIES PURCHASING FOOD STAMPS DURING MAY 1973 BY SELECTED CHARACTERIST

(Data from the June 1973 CPS, Numbers as of June 1973)

l v

RA

g

: Negro and Other
A1l families White Families aces. Tamilins
Selected Characteristics Number Percent Number Percent Number Percent
(Thou-= | Purchasing (Thou- | Purchasing (Thou= | Purchasing
sands) Food Stamps | sands) Food Stamps sands) Food Stamps
All famﬂies.-nocouunoatctooooo 54,309 4.2 48,154 2.8 6,155 15.5
Sex of Head
mle.lll'.l..‘.........l..l.l 47’794 2‘2 43’531 1.8 4,262 6'6
FemalBessnsanssrsnvasonnsnsns] Oy515 19.0 4,623 12.2 1,892 35.5
Age of Head
Less than 25.ccecscosssscsnes]| 4,113 6.7 3,548 bed 564, 21.2
25 10 54ccocacaccascoccsssses| 33,779 4ol 29,660 2.6 4,119 15.1
55. %0, 6lis sunisssenssssossieralsOy099 3.2 7,947 2.1 752 14.6
65 years or 0ldeTseecsscscces| 7,718 be2 6,999 32 719 141
Residence
FEIMea san~nwsorsnwnehnnsnsvnssd] R D 2,2 2,399 126 ijeiot 1441
Nonfarm, ~ot8leescescesscssns| 5T '771 4e3 45,755 2.8 6,016 15.5
" In metr3politan areas......| 36,531 4o 31,733 2.6 - 4,798 15.0
In central cityececesonss 16,.5,27 6.6 12,751 3.5 3,676 17.0
Qutside central city.....| 20,104 2.2 18,982 1.8 1,122 8.3
Outside metropolitan areas.| 15,240 4eb 14,022 3.4 1,218 17.8
Region
Northeaste.ssssevcoscennssnes] 12,831 3.8 11,713 2.5 1,117 17.8
North Central........‘......-. 15,@8 3 5 13’871 203 1’227 17.3
mth..‘..'llll.l..ll.Il..lll 17,001 5 2 14’053 2.9 2,948 15‘7
West...-......----‘---....-n- 9,380 41 8,517 3.6 863 9.1
Lgcomel/
Under &’ ®essc0s0ecscssenos 1’102 31 6 770 24.8 332 45.6
$2,000 - $2,9990ccccccscancss] 2,062 21.5 1,637 15.8 425 40.0
$3,000 - $3,999010esreerensss] 2,285 15.7 1,830 12.5 455 27.9
$4,000 =~ $4,999c00cc00cnenss] 2 38 10.6 2,07 6.9 217 33.4,
$5,000 S 55,999-...-0-.-.0--- 2 905 5.0 2"056 3-3 M9 13'9
26,000 OF MOTCesssesessssseas] 3. ;003 0.9 35,297 0.6 3,72 3.8
NAeoeooosaoasssnacensnnnsnneel 4337 23 44045 . 1.8 492 8.0

v

The money income levels shown here may be somewhat understated.

These data which are from the June

1973 CPS control card are based on the respondent's estimate of total family money income for the
preceding 12 month period coded in broad, fixed income intervals.
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TABLE 3, FAMILIES PURCHASING FOOD STAMPS DURING MAY 1973 BY SELECTED CHARACTERISTICS
(Data from the June 1973 CPS. Mumbers as of June 1973)

Selected Characteristics A1l Families | White Families | Negro and Other Races Families
Total purchasing food stampScesscsscses 2,281 1,327 954

Sex of Head
POtALssevasensasnmsssssssnnenssessine 100.0 100.0 100.0

Malecesssoscossscsnsvssscssssssssasse 45.8 57.5 2906
Femaleescsnssssessssscensncsssnnsnnse 54e2 42.5 7oo['-

Age of Head
Towl‘l.l....'...ll...llI....‘....". 100.0 1w.o 1wﬂo

Less than 25.cceesesccsscsscesscscnns 12.2 11.9 12.6 j
25 to 54..0.....ll.......'.l.....l... 61.4 58.5 65.3 ‘ij
55 to 64..'.........‘..l.......-.‘.‘. 12.2 12.7 11.5 A”
65 years or older..-.........u...... 14-02 1609 - 10.6 K

Residence %’
Toml.".‘.'...'......‘......“....’. 100.0 100.0 1m.0
FaIMecensecssosssssassssessonsansesse 2s5 2.8 2.0 }f/
NOD.me, total iassasassivansinsasans 9.5 97.2 9800 L

In metropolitan 8TBASsesceescsssses 67-0 61.2 75.2
In central city.o'ou--'uihooouuou 47-6 34.7 65.4
Outside central Cityrto'-'n-.cooco 19-4 2605 A 9.8

Outside me'hrppolitan 8re8Seecsvcosse 33.0 38.9 5 22'8

Reglon \
100,0 . k

Totalsssesussenssnsssnsissvesosnesnos 100.0 100,0

Northeast’....u...-..--..-u..oo.o.-.co 21'6 2201 s 2009 'i;
North Central.csssessesaseassnssssane 23.1 23-8 22,3 ,
Sou‘bh-.............-.-..-‘.......---n 3804 31.2 ) 48.6
Weglessnvensnnsnsnsenonsnsssnsnnnsess 16.8 23.0 8.3 :

Incomey ;
Towlll‘.ll.l...tlI".Il".ll’....." 100.0 100.0 100.0
Under $2,000.oooooon-oo-ncocooo--o-c. 21.7 19 7 qu
$2,000 = 32,999 . vswvenaveaverevensose 23.7 22.8 249
$3,000 - 33’9%.......".........O..‘ 17.6 1 1 15.5
&,OOO .- &’999-‘--n.--.-.-o.oonc-o.o 11.8 1 4 12.3
35,000 o 35,9%0.00--0-ooo--oo.c-caon 6.3 2 6.4
$6,000 O MOI'C€osesvesssessscassonssnse 1413 15.4 12.9
}uDilllI..ll....l.l’l"'lll‘ll..ll.‘l 4'6 5. 3.5

1/The money income levels shown here may be somewhat understated. These data which are from the June
1973 CPS control card are based on the respondent's estimate of total family money income for the i
preceding 12 month period coded in broad, fixed income intervals. \

TABLE 4, PERCENT OF FAMILIES AND PRIMARY INDIVIDUALS WITH INCOMES BELOW THE POVERTY LEVEL IN 1972 AND
PURCHASING FOOD STAMPS DURING THE PERIOD JUNE 1, 1972 TO MAY 31, 1973

Percent Below the Poverty Level in 1972 Purchasing
Age and Sex of Head Food Stamps
A1l Races White Negro and Other Races

FAMILIES
BT s caeisiainntnsyamaessnisiasonionnesinetnessennsstes 53.3 4—902 61.1

Male head’ total-..occoon--o-.o-.nno-tc----o.coo.o 40.3 3808 " 45'6
DAeri 65 FeRPEIt st csahssasibansvinitssnansan don 42,2 1.2 4542
65 WEars DT ONAETL s o vakssnnesninssnpnhsinssesinns 342 31.6 (B)

Female head, BOBAL ok oo anieasnsonne e dyessnmnaien 1.1 71.8 70.5
Undam-68 YERTE hashernh saessenlnvons teonibaioh des Mool 78,0 69.6
65 yeaI‘S or Older.--.....--...................-. (B) (B) (B)

PRIMARY INDIVIDUALS

TOBRL S s v vimenaenienwunias aesniesss s e 30.8 26,2 9.2
M&le, (o DT U U e D0 e (. . 5, T 33.5 36'5 (B)
Under 65 JeBrSecsscsscssscscscscsoscscsscoavrsssssssos 38.6 (B) . (B)
65 years or GLABL, cueniessasdhin s e s b obionstss () (B) ()
28
38

Fomnlay botali.cens sessoninsipisisesnposine s i 9 24,0 EB;
Under 65 FORTBumsenssnsssssnnesssssssonsssesssee .0 321
65 years or Oldel'--.-.o.--............-...-...-.. 23.6 20'1 ((B)

B Base less than 50,000
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UNITED STATES DEPARTMENT OF COMMERCE
Social and Economic Statistics Administration
BUREAU OF THE CENSUS

Woashington, D.C. 20233

Collection of Food Stamp Data in the Current Population Survey

June 1973 CPS Supplement

A.
B.

m

Sponsor - DHEW/Office of Economic Opportunity

Contacts - 1. Mr. Wray Smith, Director for Technical Support Systems,

Office of the Assistant Secretary for Planning and
Evaluation, DHEW

2. Mr. John Coder, Income Statistics Branch, Population
Division, Census Bureau

Content - Household (not individual person) based questions concerning

cost and value of food stamps received during May 1973, number
of persons for whom stamps were to be used, and number of
months during period May 1972-June 1973 for which food stamps
were received. For each individual age 14+ (regardless of
whether household received food stamps) questions were asked
about income from wages or salary, Social Security, and

other transfer payments.

Data Release - Partially edited microdata tapes to DHEW/OEOQ

Reports - Preliminary report by John Coder (attached). Subsequent
reports and papers by Population Division and DHEW.

August 1974 CPS Supplement (to be repeated in August 1975 and August 1976).

A.

B.

Cs

Sponsor - DHEW/Office of the Assistant Secretary for Planning and
Evaluation

Contacts - 1. Mr. Wray Smith, DHEW

2. Mr. Roger Herriot, Income Statistics Branch, Population
Division, Census Bureau

Content - Household questions concerning whether food stamps received

during previous 12 months, and, by month, during the previous
4 months. CQuestions concerning cost, value, and number of
persons for whom used were asked in regard to the most recent
of the past 4 months in which stamps were received. A1l
households asked about receipt of certain transfer payments
during July 1974 and the total income for the household
during that month. Amount of July rent or mortgage payment
was asked for households with monthly income under $1,250.
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The Chilton Research Services, located in Radnor, Pa., collected
and tabulated the survey data. They pretested the questionnaires
simultaneously in Philadelphia, Pa. and Wilmington, Del. in October
1973. The actual survey data were collected in January and February
1974. But, the data reflect the situation that existed in each house-
hold in November 1973. If data for November 1973 were not available,
monthly data were obtained in terms of the last 12 months or other
appropriate time periods, and apportioned to November 1973. Any
exceptions to these rules are footnoted in the text and tables.
During - this collection period, personal interviews were completed
in 2,191 food stamp and 2,364 food distribution households out of the
7,200 household sample. The major reasons and number of noncom-
pietions were as follows: :
Reason for noncompletion: i Number T, ——
(1) Unable to locate_ ... <. _._ e R O e y
(2) Noopeathome. . - oo2.  =lo o .t o i s
(3) Mo lonperaligible: - .. oo ce i s o i e B S s ol
(4) No eligible respondent 'at home_______ _______________ ______.

55) Noved buliol COBEYT. .ol is . e ot e
T g L T R R S P I e B O S

(9) Eligible respondent not in county for duration of survey
510) Language barrier or hearing difficulty._._ _____________________
11) Other reasons such as the contractor’s inability to locate qualified
interviewers, interviewer illness, bad weather, and inability to | 4
obtain gasoline due to rationing or shortage________.___.____ - A A |
M T a0
it le h I b 1 ‘ 3.y
SRt e g el L et e s o gy e SR
: INTCRUEWS 4555 g
For reasons of uniqueness, the Puerto Rican food distribution
sample households are tabulated separately from the U.S. food
distribution samples and are not discussed in this report.

DerimniTion oF TERMS

Household.—A household is all persons, excluding roomers, boarders,
and unrelated live-in attendants necessary for medical housekeeping,
or child care reasons, residing in common living quarters (residents
must not be resident of an institution or boarding house). It is the
basic unit of observation in this survey. Households may include
more than one fa?vill?'; for example, a married couple with children
ms}y live with the wife’s parents.

neome.—~Income data were collected for each person in the sample
18 years of age and over. Money income was defined as the cash
amount of (1) earned income, after taxes (Federal, State, local, and
social security), from money wages or salary, net income from non-
farm self-employment, net income from farm self-employment;
(2) interest, dividends, and net rent income; (3) private pensions,
annuities, alimony, and regular contributions including scholarships
and fellowships; (4) social security; (5) unemployment compensa-
tion; (6) veterans’ payments; (7) aid to families with dependent
children (AFDC); (8) old age assistance (OAA); (9) aid to the blind
(AB); (10) aid to the permanently and totally disabled (APTD);
and (11) general assistance (GA). (OAA, AB, and APTD were re-
placed by the Federal supplemental security income program and




D. Data Release - Partially edited microdata tapes to DHEW.
E. Reports - Contact Wray Smith
ITI. August 1974 Reverse Record Check of Food Stamp Recipients

A. Sponsor - USDA and DHEW

B. Contacts - 1. Mr. John Galvin, USDA

2. Mr. Wray Smith, DHEW
C. Sample - 700 households selected from USDA's food stamp roles. Included
100 households in each of Niagra County, New York, Crisp County,
Georgia, and Vigo County, Indiana; and 200 households in
each of Orleans Parish, Louisiana and Riverside County,
California.
D. Content - Identical to August 1974 CPS supplement.

E. Data Release - Questionnaires returned to Mr. Galvin, USDA

F. Reports - Analysis being performed by DHEW.
IV. December 1974 CPS Supplement (to be repeated in December 1975 and December 1976)

A. Sponsor, Contacts, and Data Release - Same as for August 1974 CPS.

B. Content - One question for each household asking whether food stamps
were received during the month of November.

V. April 1975 CPS Supplement (to be repeated in April 1976)

A. Sponsor, Contacts, and Data Release - Same as for August 1974 CPS.

B. Content - Household questions concerning number of months food stamps
were received during 1974 and whether food stamps were
received during January-March 1975. Cost and value of
stamps were asked for most recent month if January-March 1975.
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Interviewed
Households
@. 4% of I—Iousc-':holdg—j7 68,782, 692
NA on i
Food Stamps
1,648,495
Food Stamps
in May
"Yes'"
/ 3,110, 338
Fully Reported (2. 0%)*
Price, Value
Number (56, 57, 58)
2,751, 040

(2. 0%)*\

04

1-8 Size
Households

2,628, 897

(2. o%)T
A4

9+ Size
Households

122,143

(9. 0%)*

N

ATTACHMENT 4

""No" Food
Stamps in May

64,023, 859

(. 03%)*

NA or Don't
Know on One
or More F.S.
Items (56, 57, 58)
359,298

NA on Number
Covered (56) Only

Reported Within]
USDA Purchase
Req. Coupon
Value Table

Reported Outside
USDA Purchase
Req. Coupon
Value Table
1,118, 790

1,510,107

(2. 5%)*

(3. 0%)*

e

| NA on Number

39,533 and NA or DK
I~ on Either or
NA or DK on Both Price & Value
Either or Both 81,813
Price & Value
237,952

* Percentages in parentheses are the
sampling variance as a percent of

the estimate.
of variance.

That is, the coefficient

1/ Households reporting outside the USDA purchase requirement and coupon value
table are not necessarily misreporting the food stamp information. Households
may elect to purchase %, £, or 3/4 or their food stamp allotment as shown in the
table. Other reasons for households reporting outside the table values include:

(1) more than ome''food stamp household' per CPS household (occurred frequently

in the reverse record check of D, C. food stamp recipients), (2) reporting the
incorrect number of participants, (3) reporting coupon value correctly but purchase
requirement incorrectly, (4) reporting purchase requirement correctly but coupon
value incorrectly, and (5) or any combination of the above errors.
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Total Number of Families in the Chilton Study by Income and Family Size

Family Size

After tax .
monthly income i 2 3 4 5 6 7 8+
4o 16 10 7 8 2 0 3 4
l - 99 152 54 27 19 g 6 0 4
101 - 199 317 152 71 38 31 13 il 10
A200 - 299¢ 73 159 96 80 35 24 20 26
300 - 399 7 26 40, 50 57 33 i2 101
400 - 599 1 14 21 43 36 23 25 50
600 - 799 1 2 2 5 0 10 10 14
800+ 0 & 1 3 2 0 1 9

Source: JEC Subcommittee on Fiscal Policy Studies in Public Welfare - No. 17,
Appendix III, Table 1.
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PREFACE

One of the most critical areas facing the 94th Congress is the sgpiraling
growth of governmental transfer payments —- particularly in the public
assistance programs of this nation. Reform, to direct rescurces to those
most critically in need, is long overdue.

The following proposal, which concerns the nation's Food Stamp program,

is the second in a series of proposals which will address the entire
public assistance field: AFDC, food stamps, Medicaid, Supplementary
Security Income (the adult categories), and a number of the ancillary
programs administered by the Department of Health, Education, and Welfare.



l.

THE NATIONAL FOOD STAMP REFORM ACT OF 1975

Table of Contents

A Guide to the Food Stamp Program....}........................;&.,133

Food Stamps:
Table A:
Table B:

a.
bl

A ProgramVirtually out Of COntIOl. A EENE RN R '134"136
Food Stamp Program Growthe..e.seesecscessecssenasas.137
Participants vs Eligibles..}...;....................138

» S‘mary Of ReCOme.udatiO‘_nS-of;...,.....;.‘......‘..._...---.-....-.-.139‘141‘

OverVieW -...coo.o.'ool-oo"v.c-o.-.o.....ooo..‘c'ooutoniovo-'.totioléz—la3

Fopd Stamps.

a.

d.

L=

Pfoblem Area:

Eight Problem Areas

Expanded Eligibility to the Non-Needy: Persons .

With Higﬂ Incomes'cto;.ooo.v.'ln..;..o.oo-.o.-..-ooloooc.‘o.oll"&

1.
2 -.
3.

4.
5.
60
7.
8.

9.

Problem Area.

1.
2’

Probleﬁ Afeé:

‘1.
2.
3.
4,

-

Gc
7.
8.
9.
10.

Problem Area:

1.
2.
3.
4,

Problem Area:

1.
2.

- 3.

Specific Problem:
Specific Problem:

Specific Problem: -

'GI‘OSB vs ‘Tet Income........-.....-.-..144-146

NO maximum Ceiling.-nolunccotc50000001146"148 )
“Purchase requirements and the

Average American’ Family..............................;...148-150

Specific Problem:
Specific Problem:
Specific Problem:

Specific Problems
Specific Problem: -

Duplicative cost-of-living increases..151

No indexing of purchase requirements,.152
Insufficient resource limitations..,..152-153
Market value vs equity.c.sseessneess.153-154
No prohibition against property

transfero.o..oahgo;to.oo-.o-o-cloo..-‘Q.lboo..o..i.t...onlsa'

Specific Problem:

Categorical eligibility of public

assistance recipients..................‘.................154

Specific Problem:

Specific Problem:"

Specific Problenm:
Specific Problem:
Specific Problem:

Specific Problem:’

Specific Problem:
Specific Problem:

Specific Problem:
Specific Problem: -

Specific Problem:
Specific Problemn:

Specific Problem:
Specific Problem:
Specific Problem:

Specific Problem:
Specific Problem:
Specific Problem:

Multiple public benefita,.............163

Level of Benefits to the Genuinely Needv......155

The Economy Diet Plal.ceeesocesseassssel55

- Benefits to Senior Citizens...........155-156

Eligibility LoOPhOLes.seeseseneensrenasenneess157

No minimum 2g€.ccacecssvsssresccnssesssl’7
Current work requirements8....ceceeeves.157-158
Drug addicts and alcoholic8.....cees..158
Voluntary quitsS.ecesvecssscsscnseneeaasl’8-159
No referral to union jobsites.........159

. Food Stamps fOl‘ Stri‘—ers- evseavsessvsoe 0159"160

College Student eligibility- secesvsmaes 160"‘161
"Buying and Preparing Food Separately.162
Alien elioibility.- L2 B ) .'-t LA O I AN .'..162

Administrative Complexities..ceeessevvnascaens 164
Specific Problem:

USDA vS HEWeveosseosesonssnsansensnas s 164

jo demonstration project authority....164-165
Outreach direction.ceeeneesesssscssnealbS
Public assistance withholding.........165-166

Insufficient Cash and Coupon Accountability...l67

Inadequate deposit notification.......167
No fiscal sanctions re agentS.ceeeses 167
Delays in deposSitS.ccesecesasssssecess167-168



4. Specific Problem: Inadeguate shipment notification and

delivery safoguards.iicivieevirssasnsarvrosssnsssensasessssifB
5. Specific Problem: Mo monthkly reconciliatdonm..vi.vieinea..159
6. Specific Provlem: 7The U.S, Postal Servic2iieierssrssrsealb?

f. Problem Area: Criminal Activities (Fraud, Theft, Counter-
feiting, Black Marketing Activities) and Lax Recipient
CIdentiflcatioR.eieassseassecnscnasanssassoncsnsesssnnsnavsasasl/D
‘1. Specific Problem: Lax recipient identification.........,..170 .
2. Specific Problem: Easv food stamp negotiability......v...170-171
3. Spazeific Problem: Fraud control sharing.s.ecesesscoscresal?2
4. Specific Problem: The "county or state hopper'...,........172-173
5. ©Specific Problem: When a recipient moOveS...avsversensees 173
6. Specific Problem: Methods to varify earnings.............173
7. ©Specific Problem: No monthiy income reporting..csvs.sees l74

g. Problem Area: Purposes of the Program......cecveseveraans-easd?5
1. Specific Problem: Nutrition snd surpluseS..eevessssseneeal?d
. 2. BSpecific Problem: Regular review of problem areas........1l76

hi ProblemArea: Flmding!&t(...v".‘!tﬁﬂﬁQ,.‘CQ.‘&bbl.t.'!.tli!&l'))l??
1. ©Specific Problem: No State or local participation........l77

* % % % *

A GUIDE TO THE FOOD STANP‘ERGGRAM

Food #stamps are provided to both public assistance reciplents {categorically,
because they are public assistance recipients) and non-public assistaunce
recipieants, on the basis of their income.

Three factors are critical: coupon allotments, which are a monthly dollar amount
based upon the Economy Diet Plan, issued by USBA; purchase requirements, which
are varylng amounts reciplents have to pay for food stamps, depending upon their
income; and, of course, the income of the applicant or recipient., Some recipilents
have no purchase requirement.

Current food stamp law says that no one may pay more than 307 of their income for
food stamps. This means every time the coupon allotments are adjusted upward, bot
eligibility and purchase requirements change, making more people eligible,

The difference between the purchase requirement and the coupon allotment is the
"bonus value.'" The bonus value is funded 100X by the federal government, while
administrative costs (the program is administered by states and counties, through
their welfare departments) are shared 50-30. ' .

Applicants complete an application form; if eligible, they are issued an authori-
zation-to~purchase (ATP). With this and any purchase reguirement, they secure foo
stamps either from welfare departments or contract issulng zgents.

Food stamps may be used for any food or food product except alcoholic beverages,
tobacco, lmpoerted packsged foods, and imported meats or meat products., Redeemable
in normal grocery outlets, the stamps are deposited like cash in banks, as are the
purchase requirement {unds collected by issuing agents.



FOOD STAMPS: A Program Virtually Out of Control ;j;' %'gg
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At the time the Congress first established the food stamp prograi™=< in
1939, when it hed a four-year life; again in 1961, when it was estsblisghed
as a pilot project; end finally in 1964, when the Food Stamp Act was
adopted -- there appeared little question that the intent was limited

to two baslc purposes: to assist the legitimately needy of America in
meeting their nutritional needs, and to assgist in the problem of disz-
position of agricultural surpluses.

In March of 19465, the food stamp caszload stood at 442,355, In March
of 1975, just ten years later, it numbered 19,142,359.-- an incradible
increase of 4,227%. Total expenditures mirror the caseload growth but
are even more staggering: 1n fiscal 1965, the total expenditures for
. the food stamp program were $36,353,797; in fiscal 1975, they are estimated
- to be almost $5.2 billion - an increase of 14,2037%!

The growth in the feood stamp program is demonstrated equally sharply by
the following statisties, which show the numbers of Americans
who are receilving food stamps:

1985 — One in 439

1967 ~ One in 157
1970 - Cpne in 47

- 1973 - One in 17
1975 - One in 13

The number of Americans who can be eligible for food stamps is even more

- startling. Late dn 1973, a report submitted to the Joint Economic Committes
of the Congress stated that, at the then-present growth rate, one ouf of

- every four Americans would be eligible for food stamps at least one month
out of the year. ' ; . :

By July 1974 that already occurred. Im that month, 13.9 million Americans
were receiving food stamps. Potential eligibles have been estimated to

be 52.8 million persons - cne fourth of the population of the country.
That pattern continues Into the present year: in June of 1975, it has
been estimated there will be 21.8 million participants in the food stamp
program, with 57.3 million potentizll eligible —- again maintaining the
one in four ratio. [See Tables A & B at the end of this section.]

There are those who take the above statistics and argue that 62% of the
eligibles (21.8 million vs. 57.3 millicn) are not availlang themselves of
food stamps because they are not aware of the program and that, in turn,
demonstrates the insufficiency of outrsach efforts, suggesting that 62%
of the people are somehow undernourished. .

* 1t may be argued that the potentially eligible figure does not take

into account resource limits, and that assets owned may disqualify
the applicant. 7The food stamp program, however, unlike the welfare
program, contains no prohibitdon whatever agailnst rearranging assets
with the deliberate Intent to qualify.



A more compelling reasom for the disparity between the participants and
the eldigibles i3 the defective nature of the food stamp formula itself --
it is artificially making an increasing number of peopls eligible in the
higher income brackets, who are not in fact in need, by any standard,
of::nutritional assistance.

The following paper will demonstrate how this occurs.
Other significant statistics illustrate the point:

* In July, 1974, over half (57%) of the potential eligibles had incomes
above the poverty line

* The estimate of 19.1 million recipients in fiscal 1975 compares
with 12.8 million cnly a year ago

Between March and June of 19?5, the caseload is expected to grow
from 19.1 million to 21.8 million in just three months

When the eligibility levels and coupon allotments are again adjusted

on July 1, 1975, it is expected that a substantial number of additiona
persons will qualify

Equally of concern {(and partially responsible for the above statistics)
are the following facts:

' There 1is no maximum income limit to qualify for food stamps
There is8 no minimum age for eligibility as a szparate household
College students whose parents earn $100,000 a year may qualify

Major items of personal property (boats, airplanes, etc.) may be
exempt from the resource limits

Money from a student under 18, irregular income from part-time jobs
totalling less than $30 a month, and money from loans is not counted
as income

Ownership of an expensive home actually helps one to qualify

Car payments, union dues, utilities, and a host of other deductions
enable persons with high incomes to qualify

* Sending a child to private school helps to assist in eiigibility

The reasona for the caseload increase, and the massive growth in expenditure
are not lost upon the taxpayer. He notes with increasing dissatisfaction
the types of foods purchased with food stamps in the grocery check-out
line. He reads full-page advertisements that tell him that parsons earning
$16,000 a year are eligible. He learns that assets may be rearranged to
establish eligibility. He knows that welfare departments in college
communities are jammad at the start of each semester with students who,



irrespective of their potential personal resources or the fact that they
have exercised a personal choice for additional education in lieu of
employment, have learned to take advantage of food stamps. He knows of
group living arrangements wherein individuals have learned to manipulate
the rules so that each may qualify separately for a full allotment of
food stamps.

More than anything else, he knows that none of these things are free -—-

that the middle-income taxpayer, himself faced with rising food costs,

must not only make ends meet, but must pay the increasing taxes for a

$5.2 billion program that constitutes more than 607 of the entire Department
of Agriculture budget. He finds it increasingly difficult to resist the:
temptation to join those who have found their way to one of the nation's
largest walfare programs.

Meanwhile, on the other side of the coin, legitimately needy recipients -
persons living on meager incomes, who must rely upon food stamps to
augment their diets to secure adequate nutrition -- find the tax resources
that might be directed to a more sufficient program totally consumed by
the caseload growth. They must subsist upon the so-called Economy Diet
Plan. They must endure long waiting lines and processing delays.

Meaningful reform, in the most complete and analytical sense possible,
is long overdue. The following paper suggests4l specific prepesals, in
eight major problem areas, which will irsure that rescurces are more
properly allocated to persons in genuine need, that savings are realized
for the taxpayer, and that significant progress is made in bringing

both control and equity to the food stamp program.



FOOD STAMP? PROGRAM GROWTHY

1965 1975 % _INCREASE
PERSONS 442,359 19,142,145 4,227%
(MARCH) '
TOTAL
EXPENDITURES $36,353,797 $5,200,000,000 14,2037

* AVERAGE NUMBER OF AMERICANS RECEIVING FOOD STAMPS

1965 - ONE 1IN 439
1967 ~ ONE IN 157
1970 - ONE IN 47
1973 - ONE IN 17

1975 -~ ONE IN 13 (ESTIMATE)

* REPORT TO JOINT ECONOMIC COMMITTEE ESTIMATED THAT BY 1977, AT PRESENT GROWTH RATES, ONE IN TQUR

.

AMERICANS COULD BE ELIGIBLE TO RECEIVE FOOD STAMPS AT LEAST ONE MONTH DURING THE YFAR.
ONE IN FOUR ALREADY POTENTIALLY ELIGIBLE IN JULY 1974.
57% OF POTENTIAL ELIGIBLES IN JULY 1974 WERE ABOVE POVERTY LINE

JANUARY 1975: ALL HOUSEHOLD SIZES EXCEPT ONF HAD MAXIMUM ELIGIBILITY LEVELS ABOVE POVERTY LINE —-
AND BASED ON NET INCOME, AFTER GENEROUS DEDUCTIONS

Y ORTIers Y



PARTICIPANTS VS. ELIGIBLES
FOOD STAMP PROGRAM*

PERSONS ' ' JULY 1974 JUNE 1975
PARTICIPANTS | | 13.9 million 21,8 million
ELIGIBLES ' 52.8 million 57.3 million
% OF PARTICIPANTS ' 26.3 % 38.0 %

TO ELIGIBLES

% OF PARTICIPANTS one in fifteen one in ten
TO TOTAL POPULATION -

% OF ELIGIBLES one in four one in four
TO TOTAL POPULATION

% k k k ok ok kK kR ok ok k ok ok k Kk koK Kk kK

AVERAGE MONTHLY BONUS VALUE PER HOUSEHOLD $66
- 1974-75

TOTAL BONUS VALUE COST $4.6 billion
1974-75

TOTAL BONUS VALUE COST IF ALL ELIGIBLE $12.1 billion

- HOUSEHOLDS PARTICIPATED
1974-75

k-% k kX ko k k ko k ko k ok ok ok ok Kk Kk Kk K

* BASED UPON DATA PROVIDED BY THE UNITED STATES DEPARTMENT OF AGRICULTURE

g 318991



SUXMARY OF RECOMMENDATIONS

FXPANDED ELIGIBILITY TO THE NON-NEEDY: PERSONS WITH HIGH INCOMES

* Basme eligibility upon gross, rather than net, Income

* Prohibit eligibility on the pact of anyone whose gross income

exceeds the official poverty indices, as established and defined

by the Office of Management and Budget

Base purchase requirements upon the perceatage of income _xnonded

for food by average household of same size and income range, with

regional variations, as established by the most recent Consumer

Expenditure Survey of Bureau of Labor Statistics, or 30%, whichever

is less . :

* Adjust coupon allotments semi-annually by overall change in CPI,
rather than food component alone

Adjust purchasc requirements in same fashion
Place limitations upon property

Evaluate proper£§ on market value, not equity
Prohibit deliberate transfer of property

Eliminate categorical eligibility of public assistance recipients

LEVEL OF BENEFITS TO THE GENUINELY NEEDY

: Substitute Low Cost Diet Plan for Econ oMy Dle* Plan, raising coupon
allotments by 29% :

- Reduce food stamp costs for the aged, with a $25 monthly income
deduction

ELIGIBILITY LOOPHOLES

Establish minimum age as age of majority in state (to qualify as
separate household)

* Require able-bodied rscipients with no children under six to
register for work, engage in proven job search, and participate in
cormunity work training programs, if established by the States, as
a condition of eligibility :

Apply work registration and job search requirements to drug addicts
and alcoholics who are involved in rehabilitation programs

Prohibit eligibility when there is voluntary termination cf
employment without good cause



Eal

Halt the current practice of not referring persons to employment
where union membership is required

Preclude strikers from eligibility unless otherwise qualified
Eliminate eligibility of college students as voluntarily unemployed

Direct Secretary to establish precise criteria to preclude
individuals living as one household from establishing eligibility
as separate households

Require 100% assumption by federal government of alien costs,
with referral system to INS to determine legal status

Require recognition, as income, of any other publicly funded
program ‘which provides cash or in-kind assistance to food stamp -
family for food or housing

ADMINISTRATTVE COMPLEXITIES

* Transfer program from USDA to HEW

* Provide demonstration project authority‘

Redirect outreach to provide for nutritional education and assistanc
and for more immediate receipt of and processing of applications,

to relieve logjam and delays in processing; redirect funding

to these purposes

Make public assistance withholding'optiohal at discretion of local
agency

INSUFFICIENT CASH AND COUPON ACCOUNTABILITY

Raquiré irmediate certification of deposits made by issuing agents
to local entities

Require fiscal sanctions agalnst agents for failure to meet
depositing requirements in a timely fashion ’

Identify all receipts as federal funds, and prohibit any use for
individual or corporate profit :

Revise coupon shipment procedures to insure local notification of
time and quantity of coupon shipments, centrally compute adjustments
to agents' orders and notify local entities of change in allotment
tables, notify local entities when agents' order is adjusted, and
assure that deliveries are made only to authorized persons

Institute federal/local monthly reconciliation of records

Require Postal Service to serQe as lssuing agents upon request of
state and to assume normal liability of issuing agents




CRIMINAL ACTIVITIES (FRAUD, THEFT, COUNTERFEITING, BLACK MARKETING

ACTIV

ITIES) AND LAX RECIPIENT IDENTIFICATION

Require photo identification card

Replace food stamp coupons with countersigned food stamp warrauts

Provide 75% federal funding for the costs of investigations,
prosecutions, collection of federal funds, and related activities

Require development of central clearing house of information and
referral system to preclude recipients from receiving food stamps

in more than one jurisdiction

Limit continuation for 30 days when recipient moves and require
immediate reapplication and recertification

Require development of earnings clearance system to check actual
earned income against income reponrted by households

Require wmonthly income reporting

PURPOSES OF PROGRAM

Pernit choice of commodities or food stamps by local jurisdictious

Require Secretary to file annual report with Congress reviewing
data collection status, quality control, and general character

of program to insure cost/beneficial use of public funds for
legitimately needy

FUNDING

Set State participation in bonus value at same rate as AFDC, with
system of '"block grants" to States to offset added State costs



OVERVIEW

The provosals which are embodied in the National Food Stamp Reform Act of
1975 ara derived from a thorough analysis of all of the elements of the food
stamp program that make it both complex and so rapidly growlng. Thesz include
the eligibiliry, bonus value, purchase requirement, and coupon allotment
criteria; the testo or income and rescurces whiich are applled; the numesrous
loopholes that pesrait abuse of the program; the manner in which cash and
coupons are handled; current funding mathods; and the basic purposas for whicl
the program was enacted in the first place. :

If enacted, the proposals which are containad in the National Focd Stamp
Reform Act will: '

+ Place realistic limits so that pargsons with high ivcomes will nnt
qualify and thereby drailn resources from a program that is to meet the
needs of the legitimately needy

+ Institute a food stamp formula that is basad uvpon what the avervags

© Anmerican family, by size and income vange, spends for food, eiix*natxha
the many Lomplew deductions and exemptions

» Close numerous loopholes that permit the voluntarily umemployed to
racaelve food stamps and others to manipulate the system

- Tighten work requirements, so that the food stamp program doss not
subgidize idleness or serve as a substitute for gainful employment

+ Simplify administration, by hasing eligibility on gross income, by
permitting demenstration projects to test management improvements, and
by linking with welfare administration

+ Require recognition of multiple public berefits that go to the same
fomily

. Direct additional Funding to swifter processing of applications and to
nutritional education

ove cash and coupon handling methods to minimize opportunities for

= Im
t s loss, and misuse of federal coupons and funds

h
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+ Enhance fraud control efforts
- Increase amounts paid to the truly needy, by

~-— Substituting the Low Cost Diet Plan for the Economy Diet Plan,
ralsing coupon allotments by 29%

~- Reducing food stamp costs for the “ged with a $25 monthly
income deduction



It is possible through the enactment of these long over due reforms
to:

{a) Substantially increase ben=zfits which are paid to the persons
who genuinely need nutritioral assistance, and

(b) realize, at the same time, significant savings for the taxpayer.

By closing loopheles, correcting defective elements of tue eligibility
formula, tightening work requirements, and curtailing opportunities for
fraud and other criminal activities, the food stamp program can be restored
to the purposes originally intended when it was first enacted. This can
be done without detrimental effect upon the persons who are in legitimate
need -~ and, as indicated, they will in fact realize increased aid as a
result of the reforms.



FOOD STAMPS: FEIGHT PROBLEM AREAS

PROBLEM ARFA: EXPANDED ELIGIBILITY TO THE NON-REEDY: PERSONS WITH HIGH
INCGMES -

Specific Problem: A defective eligibility formula permits high 1nbome
persons to qualify for food stamps.

Apart from other tests of assets and resources, the main criterion for
ellglblllty for the food stamp program is essentially a function of the
interaction of three things: the coupon allotment, which is based upon
the Economy Diet Plan; the purchase requirements, which are related to the
coupon allotment in that the existing law says that no household is to

expend more than 30% of its income to purchase the coupons; and, neces- -
sarily, the total family inccume.

The existing formula, then, works something like this:

The Agricultural Research Service of the U.S. Department of
Agriculture determines the necessary amount {coupon allotment)
for a family of four to be $154. $154 divided by 30% = $513,
which is the maximuom income for eligibility. The purchass
requirement for a family with income is $130 -~ the maximum
purchase requirement for any family of four, and bas=ad upon
net income after substantial deductions.

Other purchase requirements are lesser amounts, ranging from
$0 to $130, based upon the family s month‘y income between
$O and $513.

The 307 is a totally arbitrary criterion in the law, and presumably has
its origin in the poverty 1index computations of Mollie Orshansky in 1964,
wherein she determined the basic poverty guidelines om the basis of
roughly three times food consumption., However, its use in the food stamp
program is totally arbitrary in that it bears no relationship to what the
average American family, by size and income range, actually spends for
food, and income is mot gross income but net income after a whole host of
deductions. This is explained in aetail below.

The problems with regard to high income qualification is as'follows:

Income is measured as net, not grosgs, income, after numerous
" exemptions and deductions. Included among the many deductions
are the following: : :

Federal, state, and local income taxes

Retlrement payments

Social S=curity taxes

Union dues :

10%Z of earned income for working appllcants, not to exceed $30

Soma type of garnishments

Losses dua te disaster (fire, theft, etc.) ,

Medical costs in excess of 510 a month, including Medicare
and Insurance
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Child or 1nva11d care paynents

Child support and alimony

Tuition - :

Shelter costs which are move than 30% of gg:_income
{after all of the above are deducted), which include
utilities, rent, mortgage payments-including interest,
property-taxes, water and sewer, garbage and tfash
collection, and telephone.

Example: o

SR NS T SR e
A family earns ;lgG“O per month Thay own 2 house with payments of $300
per month and have the- foilowinq deductions:

o
:\)
R

?adarai and state income taxes $200

Retirement conktributions 25
Sacial Security taxes : 50
Usrion .dues - : e T . 15
107 allowande for working applicants, 30
ek lup to $30 a
Medical costs : 60
Child care - :Zﬁg
5440
S o
Housing - O T
brtgage (principal, interest, $300
~5axes, and insurance)
Gas and electricity 50
Water ahd sewer R 10
Garbage and trash collection .3
Telephone B
' ' b305-

ST g LT - . o B

The . food- anmp pro*ram requlres *hac cha individuai spend only 30%
of his net income for housing. This family's income has been reduced

from:
$1 OOO grosq incemne T T
— 440 deduc;lana and earnings ekemptions
$ 560 "net income"
30% of $J68 :}Skﬁée “The Departrent of Agrlculture has arbltrari]y
sald that ngcone need .spend wore than 30% eof his:inet .income -- not
- his gross ingcome:~~ for housing. :That means that 211 of the housing

and util ity costs above $168, thorefcre, are albn deductible.

$ 385 bou31ng and uLilltv costs
__T168 ‘

§ 217 furthcr deuctlble ‘excess housing"
allowance

vy, e Y .- . . . B .
This family, therefore, has the following total deductions:
$1,000 gross income - :
=440 deductlons and earnings exemptlona

=217 "excess hous ing'"*allowance
S 343 COUNTABLE ADJUSTED NEW INCOME FOR FOOD
STAMP PURPOSES
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Assume this is a family of four. While their gross income 1s $1,000 a
“month, they easily qualify for food stamps, because their "adjusted net
income" of $343 is below the $513 [see p. I1I-144] which is the present income
" 1imit for a family of four. They then qualify for $154 a month in food
stamps at a cost of $95, which means that a family earning $12,000 a year
quallfles ror a welfare sub81d] of $708 per year.

P SR

THE INCOME TO WHICH THE LIMIT OF $513 APPLIES, WHICH IS DERIVED FROM THE
:30% COMPUTATION, IS NOT DEFINED IN THE LAW AS ANYTHING OTHER THAN "INCOME."

© IT- 1S THROUGH ADMINISTRATIVE ACTION THAT THE UNITED STATES DEPARTMENT OF
AGRICULTURE HASwMADE IT: "ADJUSTED NET IYCOME X AND NOT GROSS INCOWE

T a1

A g

- ALL OF THE‘MANY DEDUCTIONS AND EXEMPTIONS HAVE BEEN ADOPTED BY REGULATIOV

AS HAS THE "EXCESS HOUSING ALLOWANCE" AND THE FACT THAT IT IS DEDUCTED
LAST. ' ' '

The deductions would be* even’ greater Af the famlly sent their child to a
private school or moved iuto a more exnensive home.

' Other actual examples abound Recently, the Executive City Editor of the
Atlanta Constitution weant to his local welfare office, informed them that
he has a gross income in exeess of $20,000, a $40,000 house, a three-acre
lot, two late-model automobiles, and a wife and three children. He
qualified for $180 worth of food stamps every month at a cost to him of
$140, for an annual subsidy of $480.

A recent full-page advertisement in Parade magazine described how a family
“of four grossing $10,000 a year qualified for an annual bonus of $444.

The advertisement went ‘on to describe how families earning $15,000 per year
could be eligible.

vThese in the large part, are the people who make up the 62% of the populace
who are "eligible' but who are not now receiving food stamps {(a figure often
-‘‘cited to emphasize the failure of the outreach program, implying that they

" are all needy). They are, hovever, also becoming an increasing part of

the 38% who are taking advantage of the program, swelling the ranks of the
food stamp population with non-needy persons.

Recommendation #1: ;:

Income should be defined in the law as gross income.

% & k Kk * ’ -

Specific Problem: Because of the large number pf deductions and exemptions,
and the current tie between 307 and the coupon allotment,
there is NO maximum ceiling upon income eligibility for
the food stamp program. ,

As discussed in the preceding section, the Economy Diet Plan coupon allot-
ment divided by 30% is supposed to establish a ceiling upon income: so
that, for example, the current ceiling for a family of four is ostensibly
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$513 (§154, the Economy Diet Plan coupon allotment for a family of four,
divided by 30%). However, because this is net, and not gross, iacome,
after the numerous deductions and exemptions outlined above, there is in
fact no maximum ceiling upon income for the purposes of qualifying for
the food stamp program.

One is clearly needed, and the most suitable would be the official poverty
. indices issued annually by the federal government, based upon the low-
income thresholds. of the Bureau of the Census, and quantified and defined
by the Office -of Management and Budget. The current poverty index for a
family of four is $5,050 -- in gross income -- and in an era of increasingly
scarce resources, it does not appear that that is an unrealistic limit

- for the provision of nutritional assistance in the form of governmental
aid to those truly in need.

By substituting the poverty indices, by family size, for the curreant com-~
plicated coupon allotment 3+ 30% formula, a substantial measurs of admini-
strative simplification would be achieved as well. TIn cowmbination with
the use of gross, rather than net, income, the maximum eligibility
criteria for a given individual would be easily determined. Such limits
would then be as follows:

For all States except Alaska and Hawail

Family size Nonfarm family Farm family
1 $2,590 $2,200
2 3,410 2,500
3 4,230 3,600
4 5,050 4,300
5 5,870 - 5,000
6 6,690 5,700

For family units with more than six members, $820 would
be added for each additional member in a nonfarm family
and $700 for each additional member in a farm family.

For Alaska
1 $3,250 _ 2,750
2 4,270 3,620
3 5,290 4,490
4 6,310 5,360
5 7,330 6,230
6 8,350 7,100

For family units with more than sixz members, $1,020 would
be added for each additional member in a nonfarm family
and $870 for each additional member in a farm family.
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For Hawaii | ' ' :

Family size : Nonfarm family ~ Farm faxily

1 $2,990 $2,540
2 3,939 L 53,340
3 4,870 . 4,140
3 5,8107%"< - 4,940
: 5 5.750° < “5.740
e 7 7,680 "i;“;J 6,540

'For family units with more than” six members, $94O would -
~ be added ‘for each additional ‘member in a ‘nonfarm family
o and $800 for each additional member in a farm family.
aAs indicated earlier, over half —="57% — of the potentially eligible in
July, 1974, had incomes above the then-current poverty line. 317 of the
participants had incomes above the poverty line. Placing such a maximum

'}’jon eligibility would have a marked effect upon. freeing resources for

'jredirection to the truly needy. o , o AR

o

FEPR S

 Recommendation #2:

~ Prohibit eligibility on the part of anyone whose gross income exceeds the
poverty index, as established and defined by the Office of Management and
Budget, _ -

¥k ko koK
o Specific problem: --A defective formula permits food stamp reciplents to

o . " " ‘commit far less of their income to food than the average
American family.

"~ "Stemming directly from ‘the high rate of deductions ‘and’ the net vs. gross
"'problem described earlier, food stamp purchase requirements bear no

relationship whatever to what the average American family, by size and

income range, spends for food. This is often revealed time after time

when the non~-food stamp recipient in the check-out line at the grocery

. store sees the food stamp recipient ahead of him being able to purchase

steaks and gourmet foods, while the nonfood stamp recipient must budget

carefully for lesser expensive cuts of meat, casseroles, and simple but

nutritional meals for his family.

The most recent Consumer Expenditure Survey of the Bureau of Labor

" Statistics demonstrates this disparity dramatically. Tables I, II, III,

“and IV, which follow, array for various family types, sizes and incomes,
the following.

a) The cost of the Economy Diet Plan, as a percentage of gross
income;
b) The food stamp coupon allotments, as a percentage of gross
income;
c¢) The expenditure for food in 1972-73 by the average American

family of that size and income range, as a percentage of gross
income;




o 27.4%.
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d) What the food stamp program requires the recipient to pay, as
a percentage of gross income. :

The pattern 1s mistakably clear, as described in the following examples: .

Examples:

A single individual with an income at the current poverty index of $2,590
-must spend $521 for the Economy Diet Plan, or 20.17 of his income. The
food stamp allotment mirrors that approximately (as it should), providing
bim with a coupon allotment of $576, which equals 22.2% of his income.

The food stamp program requires him to contribute only $288 of his income,
or 11. 1z, meaning that the food stamp program, in effect, pays the differ-
ence between the 11.12 and the 22.2%. Yet the Consumer Expenditure Survey
‘of the Bureau of Labor Statistics says that, in 1972-73, the average
individual in this Aincome category spent $710 of his income for food, or

A family of two with an income at the current nonfarm poverty index of
$3,410 must spend $929 for the Economy Diet Plan, or 27.2% of their
.income.. The food. stamp.allotment, approximately mirroring that, provides
them with a coupon allotment-of $1,080, which equals 31.7% of their income
The food stamp program requires them to contribute only $744 of their
income, ot 21.8%, meaning that the food stamp program, in effect, pays

the difference between the 21.8% and the 31.7%. Yet the Consumer Expen—
diture Survey of the Bureau of Labor Statistics says that, in 1972-73,

 the average family in this income category spent Sl 184 of their income

for food, or 34.7Z%.

A family of four with an income at the current nonfarm poverty index of
$5,050 must spend $1,933 for the Economy Diet Plan, or 38.2% of their
income. . The food stamp allotment, approximately mirroring that, provides
them with a coupon allotment of $1,944, which equals 38.5Z of their
income. The food stamp program requires them to contribute only $996 of
* their income, or 19.7%, meaning that the food stamp program, in effect,
pays the difference between the 19.7% and the 38.5Z. Yet the Consumer
Expenditure Survey of the Bureau of Labor Statistics says that, in
© 1972~73, the average family in this income category spent $1 648 of

" their’ income for food or 32.67%.

A family of six with an income at the curreant nonfarm’ poverty index of
' $6,690 must spend $2,259 for the Economy Diet Plan, or 33.8% of their
income.. The food stamp allotment, approximately mirroring that,’ provides
them with a coupon allotment of $2 664, which equals 39.9% of their
income. The food stamp program requires them to contribute only $1,488
of their income, or 22.2% meaning that the food stamp.program, in effect,
pays the difference between the 22.2% and the 39.9%Z. Yet the Consumer
Expenditure Survey of the Bureau of Labor Statistics says that, in 1972-73
the average family in this inccme category spent $2,399 of their income
for focd or 35.9%. ;



‘7fpercentages actually spent would be greater and the disparities with what
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/It should be noted, of course, that the figures used for the Economy Diet
Plan, the coupon allotment, and the food stamp purchase requirement are

- all 1975 figures. If the amount spent for food according to the Consumer
- Expenditure Survey of the Bureau of Labor Statistics were updated for -the
change in the cost of food between 1972-73 and the current time, the

the food stamp recipient is askedfio'pay would be even more significant.*

'Irresaective of which CES figure is used the actual 1972-73 peccentage
- or an update 1975 one, the pattern is clear: the average American family \

. .. spends far more, as a percentage of gross income, than the current food
. Stamp formula’ requl.es the food stamp reci ipient to commit to focd from -

~his own budget.' What is needed, therefore, appears to be a. corrala:ion

.. between what the. average American family, by size and income range, spends

",._ or must budget for food and what the food stamp reciplent is similarly
mfrequlred to contribute”' -

It would bé'pbssible'fb substitute this formula for the 30% in the law

. preseatly. However, it would benefit more recipients to retain the 30%

.-as a maximum: i.e., to.say that the formula should be based upon what the

" average American family, by size and income range, spends for food, or
"30Z, whichevet is. less.‘ L . :

At present, the CES is conducted only once every ten years, with the
most recent having been in 1972~73. The Bureau of Labor Statistics,

. however, has a recommendation currently before the Congress which would
~call for the CES to be done annually in any event. Even should this not
_occur, it should be noted that the use of percentages — as they exist in
_the 1972-73 survey, ox updated by the food component of the CPI or the
CPI alone. == would still be more reflective of reality than the 30%
"arbitrary figure now in the law or the varying percentages now present
in the basis of issuance tables.

" In addition, it should be noted that the Consumer Expenditure Survey
.. demonstrates, reglonal variations., into Standard Metropolitan Statistical
.. Areas and non-SMSA s, with urban, central city, rural distinctions in
_varying combinations-within each. - This should assist in bringing needed
" regiomal variations to the food stamp program.

Pt a L

. §ecommenda£i6h #3:

Base purchase requirements upon the percentage of income expended for
food by average household of seme size and income range, with regiomal
variations, as established by the most recent Consumer Expenditure
Survey of the Bureau of Labor Statisties, or 30Z, whichever is less.

* % ¥ % *

%* On the one haund, onme might conclude that persons living particularly
on fixed incomes would enccunter the even higher percentage expenditures
as the food prices are updated to 1975. Ou the other hand, one may argue
that such persecns may alter their buying habits in order to keep the
percentage of income committed to food approximately as they actually
existed in 1972-73.
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Specific Problem: The defective eligibility formula permits persons who
' have received a full cost—of-living increase in their
wages to become eligible for food stamps, even though

that increase fullv covers the increasad cost of food.

Under current law, the coupon allotments —— and therefore the maximum
eligibility levels -- are adjusted upward every six months in accord with
the changing cost of food. While this appears to make empirical sense,
since the food stamp program is a food-related program, it is in fact the
wrong approach for the following reasons.

Adjustments upward are presumably made to compensate for the less in
purchasing power caused by inflation. When an emnloyee who has a
contract calling for an annual increase in his wages commensurate with
the increased cost of living, included in that wage increase is an amount
which fully accounts for the increased cost of food. It is, of course,
balanced by other things in the "market basket' which is used to compute
the Consumer Price Index upon which such adjustments are based.

When the food stamp formula is tied only to the cost of food, and when.
it goes up more rapidly than the overall CPI, suddenly workers who have
received a full cost-of-living increase (covering food as well) in their
wages find themselves eligible for food stamps!

Example:

A wage-earner receives an annual cost-of-living increase in his wages
which has within it 22% for food, but because it is balanced by other
factors, the overall increase is 11%Z. Yet because the food stamp
eligibility formula escalates every six months in accord with the cost
of food, he becomes eligible, even though his wages fully cover that
increased cost of food.

It therefore appears desirable to base the cost-of-living escalations
in the food stamp formula upon the overall CPI, and not the food
component alone. There are those who will argue that when the situ-
ation reverses itself, and the cost of food grows at a lesser rate than
the CPI, the food stamp formula would be going up at an inordinately
greater rate in that circumstance. This appears equally erroneous,
because the food stamp program is nothing but an income supplement
program delivered in kind (or in a form that is a substitute for cash),
and therefore it ought to be tied to the general purchasing power of
the recipient.

Finally, it should be noted that the poverty index itself, which is
recommended as the substitute eligibility formula, is adjusted upward
in accord with the overall change in the CPI. This would dovetail the
changes made in the coupon allotments with that approach.

Recommendation #4:

Adjust coupon allotments semiannually upon overall change in the
Consumer Price Index, rather than the food component alone.

Tk ok k Kk %
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Specific Problem: The purchase requirement formula is not also edjusted
' upward when the coupon allotments are adjusted upward
to keep pace with inflation.

There appears.to be no reason why purchase requirements should not also
be indexed, i.e,, raised as inflation. causes the coupon allotments to be
raised. Dr. Kenneth Clarkson, in his recent study entitled Food Stamus
and Nutrition: (pp. 37—40), states: »fﬂfxm . R -
.o the partlcipant s bonus (the difference between the
market value of the food stamps and the amount of pur—
chaserrequirement) can be divided into three parts: (1) .
a transfer in general purchasing power, (2) a transfe* in
specific: or food: purchasing power, and (3)13“ amount which
to: theirec1plent measures waste.... The transfer lnAV;
general: purchasdng power. is the difference between the
recipient’'s expenditure on food in the absence of the
food:stamp program and -the purchase price of the food
coupons.... Since-the monthly food stamp allotments and
purchase requirements as developed in 1965 were
supposed to correspond to the market price of a nutri-
tious:diet and to.previous food expenditures, respec~
tively no transfer in general purchasing power was
intended

This transfer- in general' purchasing power, as opposed to "specific
or food purchasing power," has occurred largely because purchase
requirements have not been updated as have coupon allotments.

Recommendationv#S:

Adjust purchase requlrements in the same fashion as coupon allotments
~are-adjusted.. . o: 0 s

Specific Problem: Realistic limitations upon resources are nonexistent.

Presently the food stamp program permits all of the following to be exempt
from consideration as resources: '

A home and lot 'normal to the community"

One currently licensed vehicle used for household transportation and
any other vehicles necessary for the employment of household )
members.

All personal effects, includlng clothing and jewelry

All household goods, including furniture and appliances

The cash value of all life insurance policies and pension funds

Any property which "is producing income consistent with its fair
market value," or other property “essential to the employment
of a household member; machinery, livestock, or land of a
farmer; and goods, property, vehicles, etc., used by self-
employed persons- in their self-employment enterprise

Irrevocable trust funds, property in probate, and notes receivable
"which cannot be readily liquidated"
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Money which has been pro-rated as income for self-employed persons
or students
Indian lands held jointly with the Tribe or land that can be sold
only with the approval of the Bureau of Indlan Affairs
Relocation assistance payments ’
Payments made to persons participating in programs sponsored by ACTION
Benefits received under the WIC Program (Special Supplemental Food
Program for Women, Infants, and Children).

While some of these exemptions have significant merit, many are so loosely .
defined and counstructed so as to permit retention of resources far bevond

what would be called for under a realistic implementation of rescurce limits.
As noted previously, ownership of an expensive home actually helps one to
qualify. In February of this vear, a Louisiana recipient's home was robbed

of $3700 in jewelry, $240 in cash, and $500 in food stamps. Presumably boats
and airplanes are exempt if they can qualify as a vehicle somehow related to
employment or as part of the recipient’s personal effects. The only standards
or limits present in the food stamp program are an amount of $1,500 set as a
maximum on household nonexempt resources or, in the event there is a household
with two or more members in which at least one is 60 years of age or older, $3,("

The standards set in the Supplementary Security Income (SSI) program are far
more realistic and capable of careful determination and assessment. Exempt
from consideration in the SSI program are the following principal items:

A home and lot, to the extent their value does not exceed $25,000,
or $35,000 in Alaska and Hawaii »
One motor vehicle, to the extent its value does not exceed $1,200
Household goods and personal effects to the extent that their total
value does not exceed 51,500
Property of a trade or business which is essential to the means of self-
support of the household
Non~-business property which is essential to the means of self-support
of the household

Recommendation #6:

The same property limitations should be adopted for the food stamp program as
for SSI.

* k X k %

Specific Problem: Property is valued at "its fair market value less encumbrance

Again, a sharp departure is seen from the SSI program, where property is
considered at its fair market value. Enabling the recipient to deduct
encumbrances permits--and, in fact, may encourage--him to purchase expensive car
color television sets, silver, china, etc., on time and not bhave them count
against his property allotment in any significant amoung. (Indeed, as noted
above, these specific items would not count at all under current food stamp
rules; other nonexempt items do enjoy the benefit of the "less encumbrances”
interpretation and, if the limits are established as recommended by the previous
section, they should be based upon fair market value along, as is present in the
SSI program).
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Recommendation #7:

Property should be evaluated on its fair market value, not less encumbrances,

* % k& X %

Specific problem: There is no prchibition against the transfer of property,
: or the.rearranging of assets and EWBUMY CEB { in order to
gualifz.

Such a prohibition, to guard against someone placing property in a trust or
otherwise rearranging his assets (e.g., converting cash to jewelry) has long
been present in the nation's welfare programs. While it may mot be a loophole
that is exercised frequently, it is, nonetheless, one that deserves to be closed

Recommendation #8:
A prohibition against deliberate transfer of property or rearranging of assets
should be built into the foud stamp program.

%, ok s
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Specific Problem: Currentlv, public assistance recipients may have higher
incomes than non-public assistange cases, at such a level
that the former would otherwisc be ineligibie, and they
continue to receive fbod stamps.

K. Ciaagss 3 gy L. ‘

Because, by regnlation, pﬁb?ic assistance recipients have been granted blanket

eligibility for the food stamp program ( except in five states in the SSI progr:

which have cashed out food stamps), thae, inequiﬁg has been created that z non-
public assistance recipient with an equal inconé -may be ineligible. With the
standards that -are created .for a poverty index cut-off, it; ‘seems manifestly
equitable to treat income as income-as income as income, irregpective of its
source (so long as it does not contain funds representing the cashout of food
stamps,) and. treat all applicants alike, irrespective of their public assistanc
or mon-public assistance status.

Doing this, moreover, will insure that county eligibility workers nzed not go
through two separate sets of computations of eligibility determinations (with
respect to -exemptions, deductions, etc.), since the food stamp eligibility
formiula-would be greatly simplified as described by establishing the relationsh
to the poverty index.

‘«..
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Reconmendation #9:

The categorical eligibility of public assistance recipients should be eliminate
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Specific Problem: The Economy Diet Plan provides a minimal subsistence level
of benefits.

There has been continuing criticism from some quarters-——some well-founded, some

ill~founded~-on the adequacy of the Economy Diet Plan upon which the food stamp
allotments are based. »

On the one hand, there are those who allege that the Economy Diet Plan cannot
provide a continuing level of nutrition adequate to sustain a family for any
length of time. On the other hand, we find such disparities as noted by Jodie
Allen of hathematica, Inc., in which she observed that {again, using the Ccnsumeq
Expenditure Survey of the Bureau of Labor Statistics) that the "'average' middle
income [previously defined as $11,824] family of four now spends about $177 a
month on food, only $16 more than the minimum food guarantee established for
families of their size with - little or no iuncome {[referring to the $162 monthly

coupon allotment under the: Economy Diet ‘Plan for a family of four effective
July 1, 1975]."

There appears little disagreement, however, that it takes considerable skill in
order to provide, on a continuing basis, a wholesome and flavorful diet on the
present amounts contalned in the Economy Diet Plan., A publication of the United
States Department of Agriculture entitled "Ideas for Leaders Working with Eccoomy
Minded Families" states as follows: Studies ghow that most famllies speading
as little as the cost for the Economy Plan do not select foods that make a

good diet for every family member. A homemaker needs considerable skill and
interest in buying and preparing food, if she is to provide her family with a
good diet for as little as the cost of the plan. Many homemakers with limited
budgets do not have the skill or interest, or the equipment needed to do this."

The so~called Low Cost Diet Plan has also bzen established by the Department
of Agriculture, and it stands at roughly 129% of the Economy Diet Plan ($208.20
per month vs $161.10 per month for a family of four).

With the savings generated by this bill, and the limit upon eligibility
described earlier in this section, it will be possible to adopt the Low Cost
Diet Plan for all remaining eligibles and still generate substantial savings for
the taxpayers.

Recommendation #10:

Replace the Economy Diet Plan with the Low Cost Diet Plan, which will mean an
increase of approximately 297 in food stamp coupons for all recipients.

 k k % *

Specific Problem: Senior citizens in the United States live on fixed incomes
and often have the most difficulty in either funding, cooking]
or securing three adequate meals a day.

While the Meals on Wheels and free lunch programs for senior citizems have mitig
this problem, there is still the circumstance of the senilor citizen living alone
or with an aged spouse, often in a small apartment or hotel with limited cooking
facilities, who does not have the skill, energy or transportation to do the kind
of meal planning and preparation that is possible with persons of younger ages.
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It is possible; through a special dedﬁctidn for peféons 65 and over, in
effect to lower the purchase requirement for such persons, thereby increasing
the bonus value. of. their coupons.

Recoﬁmendation'#llz )

Provide a special deduction of $25 per month for all households in which -
the head of the household is aged 65 or .over.

_,~ ) C . . * % %k % *
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Specific Problem: There is no minimum age to qualify as the "head of a
household"” to receive food stamp benefits.

Today the existence of a program to augment one's income, with the only-
test insufficient funds below a certain standard, has established a

means for young people to subsist--or gugment theilr subsistence-- at '

public expense, The parents of many minors are fully capable of supporting
their children in many cases would be more than willing to do so if they

. were only asked. Frequently, however, we are dealing here with “runaway"
children or children who leave home to live with another household, who

then receive food stamps on their own. A 17-year-old Califormia boy, still -
in high school, recently decided he no longer wanted to live with his
parents; he moved in with friends and received free food stamps.

His case, and others like them, are particularly illustrative of the
problem of the so~called "zero-purchase" cases, where the young persons
simply affirm they have no income and qualify,

Recommendation #12:

Establish a minimum age for the food stamp program as the age of majority
in the state, in order to qualify as a separate household. '

* % % %k %

Speclfic Problem: Work registration and job search requirements_need
’ strengthening.

Under the AFDC program, a positive duty is placed (under the Talmadge
amendments to the Social Security Act) upon every able-bodied caretaker on
welfare, as a condition of eligibility, to register for manpower services,
training, and employment, unless the individual is under age 16 or attending
school full time; is 111, incapacitated or of advanced age; is required

in the home because of illness or incapacity of another member of the house-
hold; is caring for a child under six; or has the father or an adult male
relative who has so registered.

A number of states have also established job search and community work
training programs, wherein they require the recipilent to conduct a
specified number of job searches per month and to participate, as a condition
of eligibility, in public service employment not more than half-time in
return for their welfare stipend, as long as it does not work out to be
less than the minimum wage.

Comparable work requirements are lacking in the food stamp law. Currently,
in this program, caretakers of children of any age are exempt, as are all
students, even though they may be registered for school only half-time and
are out of school in the summertime. The law speaks of registering for and
accepting employment if offered, but it says nothing about job search
requirements or participation in community work training programs.
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Recommendation- #13:

All able-bodied recipients with no children under six should be required
to register for work, engage in proven job search, accept employment at

applicable minimum wage rates or the equivalent when offered, and parti-
cipate in comeunity work training programs if established by the States.

A k% % & %

Specific Problem: Drug addicts and alcoholics are elizible for food
-+ "stamps-when they are enrolled in a rehabilitation
7-ongxam'¥vet there is no corecllary requirement that
- they, too, engage in work registration, job search
and community work training prqg*ams.

Under an amendment added to the law in August of 1973, drug addicts and
alcoholics became eligiblé for food!stamps if they were a regular participant,
as . a resident or nonresident ‘in "any drug addiction or alcoholic treatment
and rehabilitation p*ogram. - At the same time, they were excepted from

the work requi*emen*s. S ‘

There appears to be no valid reason. for excluding such persens from work
requirements, particularly ‘1f they are enrolled in bona fide rehabilitation
programs. In fact, participation in such work or training programs may

have a thevapeutic effect. Of course, such an individeval may be physically
or emeotionally unable to proceed with full-time employment in a continuiag
and capable fashion, but his ability to do so can be evaluated just like

any other physical disability that may exempt one under the work requirements
found in the AFDC program, on an individual basis.

Recommendation #14:

Apply work registration, job search, and community work training requirements
to drug addi;;s and alcoholics who are involved in rehabilitation programs.

* k% % % X

Specific Problém:f-There'is no prohibition against a person voluntarily ‘
- leaving employment without good cause, thereby becoming
eligible for food stamps.

A number cof income maintenance programs, such as Unemployment Insufance,‘
contain a specific provision that precludes an individual from eligibility
if he has voluntarily left employment without good cause.

The food stamp program relies, instead, on work registration and referral
requirements, which are less effective because they still permit a person

to effect a voluntary "quit" and then to proceed through the work registration
~and referral process while'receiving ing food stamps.
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Recommendation #15:

Prohibit eligibility when there is a voluntary termination of employment
without good cause.

* % % & %

Specific Problem: ~Parsons are not refeired to work opportunities if
union membership is required.

Current regulations of the Department of Agriculture state that: '"No
employment shall be comnsidered suitable...if the registrant, as a condition
of employment, 1is required to join, resign from, or refrain from joining
any legitimate labor organization."

Irrespective of one's views concerning compulsory union membership, it is

a manifest loophole in the program when an able-bodied food stamp recipient
is not referred to available employment simply because union membership may
be required. Humboldt County, California, first called attention to the
problem, where jobs in logging and other industries went begging while, at:
the same time, able-bodied food stamp recipients were never referred.

Regulations have been proposed to rescind the current practice but have
not been adopted.

Recommendation #16:

Balt the current practice of not referring persons to employment where union
membership is required.

* % Kk % %

Specific Problem: Persons who leave work voluntarily as participants in a
strike or other labor dispute can -have strike benefit
funds augmented with food stamps.

The problem of food stamps for strikers has been long debated, and the issues
are fairly well understood, although the incidence of recelpt of food stamps
by strikers may be less so. A Wharton School of Finance study has documented
the massive use of food stamps by strikers in major steel, electrical,
automotive and other strikes in 1969-71 at a cost to the public at the time
of $240 million. A General Motors strike in 1970 resulted in about half of
the 170,000 strikers receiving food stamps with the cost to the federal
government and the State of Michigan reaching between $10.7 miilion and

$14.3 million. Over 97% of the striking work force at Westinghouse, in
Delaware County, Pennsylvania, in late 1970 received food stamps for the
duration of the strike, costing the taxpayaers approximately $659,000. A
strike at the Johns Manville Company in New Jersey cost $230,000 in additional
food stamps when 38% of the work force applied. The provision of public
assistance, either in cash or food stamps, to one sector of the voluntarily
unemployed makes it extremely difficult to refuse such aid to other sectors
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of voluntarily umemployed. Moreover, of course, the provision of such aid
both unduly weights the bargaining process on one side and diverts public
funds away from those whose only means of support or nutritional assistance
may be cash or food stamps. - In so doing, higher settlements may occur after
a labor dispute is extended by the provision of food stamps benefits, and
persons at the lowest end of the economic spectrum, such as those on fixed
retirement incomes, end up paying a high proportion of the costs of such
'settlements»and, or course, a portion of the provlsion of the aid itself.

' Recommendation #17'

ATy

'Pteclude strikers from eligibility unless otherwise qualified.

* *w*—*"*
Specific Problem: College students receive food stamps in massive numbers

“while they may both have access to other resources and are,
at the same. time, voluntarily unemploved.‘

'The problem of college student receipt of food stamps has been a subject of
debate equal to that involving strikers. Attempts have been made to deal-
7 with various aspects of the problem, although the central issue remains,

B A student's ability to- qualify for food stamps gimply because he chooses to

continue his education away from home provides him with an unfair advantage
‘over the young person who, for a myriad of reasons, may not be able or wish
to do so. - Attempts have been made by regulation to prohibit college students
whose parents have claimed them as deductions from receiving food stamps,
although there does not appear to be an effective system in place for
cross—-checks. with IRS to determine if this has been done. Similar cross-
checks with college financial aids offices are lacking, to determine if a
student is also receiving a tax-supported scholarship which has an amount
‘within it for food. - :

There is no’ standard placed upon the type of schooling a student may be
receiving, even though the subject matter may ir no way prepare the student
to become self—supporting. A girl was enrolled in a southerm California
school studying, among other things, witchcraft.

Pederal: regulations allow students to save up to 51500 in a bank for the
 school year and still receive $46 per month in food stamps.

Arrangements may be made to apportion income and tuitiop expenseo in sueh_
a way as to maximize eligibility for food stamps, and college newspapers
regularly counsel students on the best way to make such arrangements.

Because of the method whereby allotments are computed, six college students . .
living together can receive over $3,300 in free food stamps every year.

Food stamp recipients living with other persons, ia order to increase their
food stamp benefits, also may claim to pay a disproportionately high share

of rent and utilities.
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All of this has resulted in the following statistics, among others:

~=- In February 1973, Champaign County, Iilinois, home of the University
of Illinois, 857 of all food stamp rec1p1ents not on public welfare
were students.

-- In Jackson County, Illinois; home of Southern Illinois University,
the figure was 78%.

-~ In DeKalb County, Illin01s, home of Northern Illinois Unlversity,
the figure was 75%.

~— A DeKalb caseworker quit when she found herself processing student
food stamp applications only, rather than helping the needy. '

-- In Santa Clara County, California, home of Stanford University, there
were in October 1974, 15,000 student food stamp recipients.

~~ At the same time, October 1974, the University of Califormia at
Berkeley had 11,000 food stamp recipients; the University of :
Minnesota, 4,700; the University of Florida, 3,000; the University
of Michigan, 2,100; and Western Michigan University, 600.

-~ A survey by Congressman Anderson (R-T1ll.) revealed that among the
36 major university counties contacted in Illinois an average of
1000+ students were receiving food stamps and that in over half of
those counties student participation represented over 207 of the
caseload.

Students, as well, are eligible when they register for school only half-time,
yet there is no requirement that they register for work the other half-time
nor in the summer time when they are not in school.

The above details the manifold problems and abuses that occur in college
food stamp eligibility, but, as stated earlier, the central issue remains
that they have chosen higher education and become wvoluntarily unemployed =
for a period and at a time when others may not be able to make that choice.
To require the working taxpayer (who may be often of the same age) to support
such voluntarily unemployed persons in manifestly inequitable and a -
misallocation of scarce resources. If the college student needs assistance -
to complete higher education, there are sufficient scholarship, loan, and -
work/study programs to enable him to do so-—and if there are not, public
policy should address that issue in that arena, and not in that of food
stamps and public assistance. Voluntary unemployment for whatever reason
should not enable one to qualify for tax—-supported living.

Recommendation #18:

Eliminate eldigibility of college students from the tood stamp program as
voluntarily unemployed persons.

* % % k% %
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Specific Problem: Through manipulation of the '"buving and preparing foaod
. separately' criterion, persons living as one household
- may each claim and receive separate food stamp allotmeuts
as separate individuals. o -

The "buying and preparing food separately" standard is a criteriom that exists
within the food stamp program for determining who comprises a separate
household. In group living arrangements, this is easily circumvented by
placing labels .with separate names on'shelves, and insisting that the food

is ‘prepared separately.::It is essential that means be found to insure that
such practices do not continue, which only deplete resources that are needed

for persons who must rely omn the basic food stamp allotment-—and not upon a
false multiplication of it

u:‘.‘—: .
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Such a standard- is, of course, difficult to develop and enforce, since one
must guard against depriving legitimate separate household groups from
receiving corract food stamp entitlements. Nonetheless, attention of the
Secretary must. be directed toward cutblng this significant area of abuse.

Recommendation #19

The Secretary.should establish precise criteria to preclude individuals
living as one household from establishing eligibility as separate households.

* % & % %

Specific Problem:. Enforcement of alien eligibility for food stamps continues
‘ to be a significant problenm. '

‘While regulations were recently adopted which preclude the illegal alien
from eligibility, there still are a number of problems in this area. The
problems of enforcement, and the eligibility of aliens who have legally
established permanent residency in the United States and who are on food
stamps, stilll exist. No effective system of cross—checking with the Immigratid
and hsturalization Service has been developed. States with proximity to
‘international -borders, or who customarily receive a large number of immigrants,
have no voice in determining federal immigration policy, in setting citizen~
ship standards, or in establishing food stamp eligibility requirements.

The federal government can and should solve this dilemma by assuming complete
responsibility for food stamps paid to aliens and for the accompanying
administrative costs. While bonus values are borne 100%Z by the federal .
government, administrative costs are mot (curreantly at 50-50). 1In addition,
effective systems should be established for verifying the legal status of
alien applicants.

Recommendation #20:

Require 100Z assumption by federal government of alien costs, with a
referral system to the Immigration and Naturalization Service to determine
legal status.

% k% k % %
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Specific Problem: Food stamp recipients simultaneously may receive
substantial sources of other income, provided in kind,
and not have it count as income, even when it is provided
for normal living expenses.

Many food stamp families also receive benefits for living expenses from one
or more other publicly funded programs, which often provide assistance which
is not taken into account in determining the level of the resources of the
multiple-benefit family. Other families, not eligible or able to avail
themselves of these other resources, find themselves at a disadvantage, for
income therefore is not computed equally.

Many of these additional publicly funded programs provide outright assistance
for food, yet they are never counted as an offset against the assistance
provided by the food stamp program. (The entire premise of the food program
is to bring the individual's diet up to a given level, within the limit of
the public resources that are availabe, not to supplement other programs
that in fact provide the same assistance.) Examples include the School
Lunch program; the Special Supplemental Food Program for Women, Infants,

and Children; the Schcol Breakfast Program; special summer feeding progranms;
free lunches provided the elderly under the Older Americans Act; Meals on
Wheels; reduced prices at military commissaries, ete. Yet these are never
evaluated to recognize the offser which certainly nust exist against food
stamp requirements. '

Similarly, other living expenses of the reecipient may be met in whole or in
part by other publicly funded program. As described by the report issued

by the Joint Economic Committee of the Congress under former Rapresentatcive
Martha Griffiths (D-Mich.), these can have a substantial cumulative effect

on enabling the multiple-recipient to have resources above that which the
wage earuner may secure. The food stamp program is actually simply an income
supplement, yet when two applicants' eligibility is evaluated, no recognitiénm
is made of the fact that one may also be receiving benefits under rent
supplement programs under the United States Housing Act of 1937, section 236
of the National Housing Act, and section 101 of the Housing Act of 1965.

Resources for normal living expenses of applicants should be treated and’
evaluated in an equal manner. None should approach eligibility with an

unfair or multiple-benefit advantage.

Recommendation #21:

Require recognition, as income, of any other publicly funded program which
provides cash or in-kind assistance to the food stamp applicant for food or
housing.
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Specific Problem: Administration of the food stamp and cash assistance
: programs by two separate federal departments {(Agriculture
and Health, Education aud Welfare) compounds administrative

complexities and confusion for the recipient and *atpayer
a.LlKeo

Due to the changes in the food stamp program, wherein it has evolved from a
program Initially conceived in part to. deal with agriculture surpluses which
now have measurably disappeared to an income supplement’ program, it appears
eninently sensible to combine 4ts administration with that department which

is responsible for other like programs:: the Department of Health, Education,
and Welfare. This is recommended not only because of the logic and character
cf the programs, but because separate administration causes substantial confusi

and administrative complexities in almost every sector that must deal with the
two respectivewareas.w” . e :

The effact ofiﬁbhtiduingﬁi67view7food stamps as a "food" program, rather
than a welfare program,:in terms of federal policy, legislation, administtation
and option selection, is at the heart .of many of the food stamp program 8
present problems. As each additional item of special consideration,
exemption, or.deduction is:tacked onto the food stamp program, the confusion
and -headaches for the eligibility worker and recipient multiply many-fold.
Two completely separate evaluations must be made of resources, for example,
to compute food stamp vs AFDC benefits, for the same recipient.

This often reveals itself in the error rate which.accompanies food stamp
eligibility determinations. One recent study indicated 27.2% error rate

in food stamp cases handled by county workers who must handle AFDC cases for
the -same recipients. The-error rate for non-AFDC.food stamp cases was less
than half this-rate. It has been estimated that, quite apart from the
savings in more accurate determinations, conforming the two programs under
one administrative structure would save as much as $31 million annually in
‘California alone; using a-commonly accepted multiplier of ten, this could
mean- savings of as high as- $310 million in administrative savings alone.

Recummendation #22'

Transfer the»food stamp program from the Department of Agriculture to the
Department of Health, Education and Welfare. ' o

% k% & %

Specific Problem:- No statutory authority exists in the food stamp program
" for demonstration, research, or pilot projects which may
test various possible program improvements in various
parts of the country.

As administrative improvements have been suggested over the past years from
different sources, including from within the Department of Agriculture, there
has been no ability on the part of the department to conduct demonstration

or research projects in various parts of the country. Such a provision has
long existed in Section 1115 of the Social Security Act, with respect to
public assistance. . :
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The ability to conduct such projects 1s a critical part of the ability to

effect program improvements, and such demonstration project authority should
be granted,

Recommendation #23:

Provide demonstration préject authority to the food stamp program.

k % % % %

Specific Problem: The outreach program continues to seek new recipnients
’ based upon an unsubstantiated premise of massive numbers
of nzedy eligible-nonparticipants (see previous discussion
on the reasons for nonparticivation), while eligibility
processing and nutritional education of existing applicants
and recipients continues to deserve additiomal respurces.

The premise for continued outreach efforts and vigorously expanded funding
for such eiforts has often been the observation that "62% of the potential
eligibles are not participating in the program.” The reasons for such
nonparticipation, as stated earlier, may have very much more to do with
the nonneedy character of the 62%, which have been artificially reached by
a defective eligibility formula, than any inability to hear of, or avail
one's self of, the food stamp program.

At the sane time, eligibility offices find it difficult to respond as :
swiftly as would be desirable to existing applicants and their needs. More-
over, funds directed to nutritional education would play a very strong and
supportive role and have a beneficial effect upon current recipients in
assisting them to plam, purchase, and prepare nutritional meals. It often
seems to be forgotten that one of the goals of the food stamp program should
be not simply maintenance of the status quo-éiig,, providing public assistance
to persons with inadequate incomes for an undefined period into the future—
but enabling them to plan their expenditures, both public and private, in
such a fashion as to maximize the manner in which their nutritional needs

are met.

Recommendation #24:

Redirect outreach to prdvide for nutritional education and assisgtance and
for more immediate receipt of and processing of applications, to relieve
logjams and delays in processing; redirect funding to these purposes.

* % % %

Specific:Problem: Public assistance withholding continues to be mandated
for every section of the country effective July 1, 1975.

Public assistance withholding is the system whereby a public assistance
recipient, who under the current programs is categorically eligible for
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food stamps, may elect to have his purchése requirement withheld from his
grant and his coupons mailed to him., .=

While this may be a desirable option in many if not most parts of the nationm,
concern has been expressed by a number of local jurisdictions that public.
assistance withholding places undue burdens upon local postmen in certain urban
areas, since they will be carrying Instruments as easily negotiated as cash.
The recipient.himself may be. disadvantaged with increases in theft. The
federal government has been called upon to make public assistance withholding
optional at the.discretion of the local agency, and they appear .to be in the
beat,position to make the decision which areas in which public assistance
withholding suitably may- be ‘used. : .

Recommendation #25‘

i ERE

Make public assistance withholding optional at the discretion of the local
agency.

* % %k % %
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PROBLEM AREA: INSUFFICIENT CASH AND CCUPON ACCOUNTABILITY

Specific Problem: Local jurisdictions receive no timely notification whether
issying agents with whom they have contracted to issue
focd stamps have made deposits of receipts secured by
them through the purchase requirements.

Under current regulations, local 3ur1sd1ctions are accountable to the .
federal government to insure that correct amocunts are collected from
recipients, for the purchase requirements, and that the funds are deposited
at a Federal Reserve Bank in a timely fashion. No notification 1s sent on

a current basis, however, to enable counties to know when thesa deposits
occur.. The timeliness of sales agents' deposits should not be determined by
audits alone; it is important to know if there are problems in agents’
meeting depositing requirements, for these may bte indicative of bad
management oY impendina bankruptcy.

Recommendagion #26:

Require immediate cp*thication of deposits made by issuing ageants to

“local entities., T 7 H

—-.&-.
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Specific Problem: Just as counties are not notified when purchase
requirement de9051t0 are made ky issuing agents,
such agents may fail to maké such deposits in'a complete
or timely fashion, thus operating on federal funds.

Some issuing agents, under current procedures, may fail to make complete or
timely deposlts of the federal funds that are represented by the purchase
requirements which they collect. Auditors in Los Angeles County discovered
that one of thelr sales agent corporations failed to deposit all funds
collected from food stamp recipients during the period between January and
June 1973; sales agent deposits fell short of eollections by $135,000.

In other cases, sales agents may drag their feet in making such deposits,
because they have a cash flow problem or are utllizing the federal funds

to capitalize their operation.

£

Recommendation #27:

Require fiscal sanctions against agents for failure to meet depositing require-
ments in a timely fashion. .

Specific Problem: The magnitude of the food stamp program may mean that
delays in deposits by issuing agents cause the federal
government to lose substantial sums in interest.

Purchase requirements add up to roughly 2/3 of the bonus values of food .
stamp coupons (or 40% of the total value of the coupons). With bonus values
reaching $4.5 billion, this means that substantial sums in purchase require-
ments are present in the nation at any given time. Delays of even one day
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or one week, in depositing, may mean.losses in interest on federal funds
of considerable magnitude.

Recommendation’#ZB:

Identify all receipts as federal funds, and prohiblt any use for individual
or corporate profit. . ... . -
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Specific Problem: Counties are not even informed bf the amounts of coupons -
. which are ordered by, shipped to, and received by issuing
agents, nor when such coupons are shipped, yet counties
are held fiscally liable for any losses. In'addition,
the deliveries of negotiable instruments could be made
in a more careful fashion.

Since many counties operate through issuing agents, the agents themselves
place orders for coupons from the appropriate printing facility in Washington
or New York... Although the counties are held liable for any losses, they

are not notified when or in what amount the coupouns are shipped. It would

be a very simple matter .to provide the "Advice of Shipment" form to the
“counties on a basis concurrent with the shipment of the coupons. It has been
estimated that an average of $10 million per month in food stamp coupons

~may be received by agents without such notification going to the counties

on a timely basis.;., P P S
Additionally, the manner in which the coupons are handled at the receiving
end has occasionally left something to be desired... Appropriate receiving

~ point signatories are sometimes lacking. For example, in one case $2,476,000
in food stamps were delivered to a county welfare department after hours.
They were signed for by the night watchman, In another case, $455,200 of
food stamps was delivered to a county welfare department, where there

was no one there but the janitor, who refused to sign the receiptf They
were finally dropped off, instead, at the sheriff 8 office.

i i EEE

‘Recommendation #29' e e s

Revise coupon shipment procedures to insure local notification of time
and quantity of coupon shipments, centrally compute adjustments to agents!
orders and notify local entities of change in allotment tables, notify -
local entities when agents' order is adjusted, and assure that deliveries
are made only to authorized persoms.

* %k k % %



Eight Problem Areas : _ * Coupon Accountability

Specific Problem: Tracking food stamp transactions is very diffiéult
because of the lack of an adequate national system for
reconciliation of federal/local records of a mouthly
basis.,

A final monthly reconciliation by counties and the federal government is
essential in order to tie together the many records which are related, directl
or Iadirectly, to the issuance of the food stamp coupous. Systems, as.
indicated above, are lacking to insure that states and/or countles may

~ promptly verify that sales agents have appropriately deposited funds into
the Federal Reserve system, or that coupons have in fact been received by
agents in the same amount and in a timely fashion rollowiﬁg shipment.

. Recommendation #30. S , "

Institute. federal/local monthly reconciliation of records.

Specific Problem: The U.S. Postal Service (with some exceptions) has refused

- o to accept the same llability for losses that other issuing
agents accept, and thus continuation of use of Postal
Service outlets has baen in jeopardy.

U.S. post offices are used in a number of sections of the country to serve
as issuing outlets for food stamps. -The Postal Service has, with some excep-
tions, refused to accept, however, the same liability that other issuing
. agents -accept for any losses that may occur. As a result, states and/or
counties are left with 1liability for losses over which only the U.S. Postal
Service has control and which involve one arm of the federal government
refusing to accept liability for .a federal program that other local entities
accept when they participate in the administration of the program.

Recommendation #31:

Require Postal Service to serve as issuing agents upon request of a state and
to asgume the normal 1iability of issuing agents.
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PROBLEM AREA: - CRIMIMNAL ACTIVITIES (FRAUD, THEFT, COUNTERFEITING, BLACK
MARKETING ACTIVITIES) AND LAX RECIPIENT IDENTIFICATION

Specific Problem: Lax recipient identification is at the heart of many of
the criminal activities which continue to be found in the
food stamp program. o ‘

The food stamp program currently requires an identification card for food
stamp purposes, but there are no meaningful minimum standards for the content
of that card; 1its usage is not widespread because grocers may not be aware
of its existence; and it may be easily multi-lithed or counterfeited.

County workers have been known to set up "dummy" food stamp cases in order

to receive the stamps themselves; in California, $35,000 worth of food stamps
were embezzled by a county employee for which the federal government was
forced to compensate. One California county worker forged food stamp
identification and authorization to purchase cards and then used the

cards to buy $12,000 worth of food stamps. 1In 1970, two men stole food stamp
identification and authorization cards and proceeded to purchase more than
$50,000 worth.of, food stamps with the help of twelve accomplices.

A Washington, DC food stamp certifier was indicted last October for

bribery, comnspiracy, wrongful acquisition of food stamps, and mail fraud.

He allegedly obtained the names of real.and fictitious persons and proceeded
to certify them as eligible for food stamps. The authorization to purchase
cards would then be picked up by a fellow conspirators or, through

previocus arrangements, turned over to him by actual reciplents. This plot
continued for two years, reportedly, costing the food stamp program
"thousands of dollars" according to fraud officials.

A photo-identification card would make much more difficult the unauthorized
use of food stamps and would, at the same time, provide an effective means

- for the grocer to make sure that he is cashing food stamp coupons for the

party for whom they were issued. A number of jurisdictions have already

successfully implemented a photo-identification card system for public
assgsigtance,

Recommendation #32:

Require a photo identification card, with specified minimum requirements.

* % % % %

Specific Problem: The easy negotiabllity of food stamps facilitatevfraﬁa,
theft, counterfeiting and black marketing activity.

Food stamp coupons are as easily negotiable as cash and have no identifying
requirements upon them that insure that the user 1s the person for whom or
to whom they were issued. During an eighteen month stretch from 1973-74,

75 separate illegal food stamp trafficking incidents were investigated by
federal suthorities in California. In May 1974, federal agents in California
confiscated $5 food stamp coupons of "very good quality” valued in excess of
$1,300,000. 1In San Antonio, elghteen persons were indicted for exchanging
food stamps for one-half of their face value. Also in San Antonio, a man
was alleged to have accepted $30C in food stamps for performing car repairs

and painting, $300 in food stamps for a used car, $250 in food stamps for a
mini-bike, and $300 worth of food stamps for $150 cash.
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Eight Problem Areas - Criminal Activities’

There is ne reason why food stamp coupons could not be converted to
something akin to a traveler's check, where a signature is required on
the coupon at the time of purchase and at the time of use. Used in .
conjunction with a photo-identification card, such a system sffectively
would eliminate 99% of the cases in which the above kinds of criminal
activities, and those described in the prev1ous section, occur.

Recommendation #33.

Revise food stamp coupon to conform format approximately to that used in
a traveler's check (sze example below).
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Eight Problem Areas ' Criminal Activities

Specific Problem: The state and the counties must pay 507% (and,. in
some cases, 100%) of the costs of preventing fraud
and retrieving food stamp losses, vet the federal
government receives, in entirety, any recoveries.

Recent federal action changed the sharing ratio in federal/local administrative
costs from 62 1/2%Z of only certain items to 50% of all administrative costs,
and this has assisted somewhat in providing federal funds for fraud control

and recovery actions. However, depending upon where the unit is located,

local governments may still incur 100% of enforcement and recovery admini-
strative costs. ’ :

The anomaly of the situation is intensified when 100% of any recoveries must
be returmed to the federal government.

Federal funding in social worker (social services) salaries is 75%. To
achieve equity and provide further incentive for improved fraud control,
investigative and prosecution activities, 757 federal funding is recommended.

Recommendation #34:

Provide 75% federal funding for the costs of investigations, prosecutions,
collection of federal funds, and related activities.

* & % %k %

Specific Problem: There is no effective system now in place to prevent a
food stamp recipient from receiviﬂgffood stamps in more
than one jurisdiction.

Effective means do  not now exist to stop the "county-hopper'" or "state-

hopper": tue individual who files for and collects food stamps in more
than one jurisdiction.

4 number of food stamp recipients have crossed the California-Oregon border

at Del Norte County in order to receive multiple food stamp benefits in

both states. A man and woman were found gullty of receiving both AFDC and

food stamp benefits. in Montana, Oregon, Utah, and 18 California counties.

In addition, it was reported that one migrant farm family in California finished
their fruit harvest circuit with $1300 in food stamps collected from several
counties. Under investigation, as well, in 1974 in California was the case

of a farm labor contractor who traveled within four western states including
~California; in addition to his contractor's fees, welfare officials had reason

to belleve he also was receiving unemployment insurance, AFDC and food stamp
benefits in each state. .

California has begun experiments with a system whereby there is a central
_clearing house of information and a referral system when it is suspected

that a recipient is recelving public assistance in more than one jurisdiction.
At a minimum, such a system needs to be established on the federal level,
covering all 50 states and the local jurisdictions within them. 1In addition.
however, means should be established to cross-check elements of a recipient's
application (name, address, Social Security number, etc.) to preclude as much
as possible any eventuality of multiple receipt of food stamp benefits.



Eight Problem Areas Criminal Activities -

Recommendation #35;

Require development of a central clearing house of information and a referral

system to preclude recipients from receiving food stamps in more than one
Jurisdiction.

X k ok k %

Specific Problem: When a recipient moves, he is under no requiremeat for
immediate recertification and mav continue to receive
food stamps for 60 days or longer.

When a recipient moves to a new jurisdiction, he may continue his receipt

of food stamps for as long as 60 days or perhaps longer if his prior certifi-
cation perlod was longer and the 60-day requirement is not met. Moving may
well be an index of changed circumstances, as it affects both household

size and income. There should be a requirement of receipt of food stamps
under the old certification for no longer than 30 days, in addition to
immediate reapplication and certification in the new jurisdiction.

Recommendation #36:

Limit continuation for 30 days when recipient moves and require immediate
reapplication and recertification.

* % % % %

Specific Problem: There is no system now in place to check the actual
income of the recipient with the income that he reports
for food stamp purposes.

A fairly effective and simple system for verifying the accuracy of income
repatis o1 receipt of public assistance, either cash or food stamps, is

to ueliine repozts filed by employers with the state for unemployment insurance
disz>ilify iaszurance, or state income tax purposes. Such reports are filed

by izdzvicesal acd Sucial Security number, and can be cross-checked either
marusl:y oz =izetr-scoically with income reports by recipients at the local
leveri, Thic cozt/boeefit in fraud deterrence and accurate income reporting
is sigv?f cunt. Wirh regard to AFDC, where such a system was instituted in

Caijs-rpia, theye Jnitially were found discrepancies in 41% of the cases
amoug the to» 10Z of the earners.

Recommendation#37:

Require 2. wralopment of an earnings clearance system (a method to cross-check
earnings ceperezd L recipients with earnings reports filed by employers)
to check actuval earned income against income reported by households.

x %k % % %



Eight Problem Areas | Criminal Activities

Specific Problem: There is mo requirement now that income be regorted
S on a monthly basis. - e . s

Although it would appear to be a common-sense requirement, monthly income
reporting has been only a recent development in public assistance; where
it has been instituted, however, it has been found substantially to reduce
error rates and the accuracy of payments. Testimony from Jodie Allen of
Mathematica, Inc., indicates that "experience with income maintenance
-experiments has shown that a requirement for monthly reporting of income and
family composition can substantially reduce welfare program costs and
caseloads while‘at the same time improving program responsiveness to the
neediest famflies. HEW is currently considering mandating monthly income
reporting for-the AFDC program and even greater savings might be-anticipated
for the food stamp program in which a much higher proportion of partici-
pating families have reportable income“.
Currently, in the food stamp “program, income reporting can be as 1ittle
a3 ¢ne month or as much .as one year, depending upon the period .for which
thHe-family is certified. =i = — -
A G32 study shows that 182 of all public assistance, active food stamp
cszes nationally are considered ineligible and $23 million monthly in
sooes gllotments 1s paid to ineligible familes. There is, in addition,
a Z/% a2rror rate in the amount paid for food stamps. In a program of this
cazuitude, such errors results in sizeable misappropriation of taxpayer
funds. -

. Recommendation #38:

'Require monthly income reporting in the fbod stamp program.

* % % % %



PROBLEM AREA: ©PURPOSES OF THE PROGRAM

Specific Problem: Neither of the food stamp program's initial purposes
' (nutritional improvement and alleviation of agricultural
surpluses) are necessarily preseat inm the curreant
operation of the program. '

A basic concern with the food stamp program has been that while it places .
additional buying power in the hands of reciplents for food, there is no
specific guarantee that it will be used to purchase foods that are
particularly an improvement in nutritional value. Moreover, there 1s the
problem with "substitute" expenditures: provision of food stamp coupons,
particularly to zero-purchase-cases, may simply free income which can be
used for other things. Finally, of course, there is no longer any relation-

ship between the food stamp program and disposition o‘ agricu¢tural
surpluses, .

Vhile the reduction in such surpluses also provides an argument against
operation of the commodity program, certain jurisdictions have expressed

a preference for the commodity program (wherein given foods are distributed
directly) over the food stamp program, as being more effective in providing
specific foods to a target population to those most in need. Moreover,
there is some indication that the direct! distribution of commodities,

while it involves a separate system, may be substantially cheaper in.

terms of the total assistance delivered to the recipient for a nutritionally
adequate diet at a given cost. The cost of the food stamp program,

neasured only in terms of the per person bonus, is $21.70 per month. The
current cost per person per month for the delivery of a nutritionally
adequate diet in terms of a complete food package delivered to eligibles

by USDA through State and local distribution systems is $9.27.

The costs of two other delivery systems operated by USDA may also be compared.
The Special Supplemental Feeding Program for Women, Infants, and Children
(WIC) operates on the basis of vouchers, like the food stamp program,

which recipients may use to redeem in stores. The Supplemental Feeding
Program delivera USDA-donated foods. Again, simply in terms of the per
person cost without including administrative costs, the cost of WIC is

$17.62 vs $10.94 for the Supplemental Feeding Program.

One of the principal reasons for the differences, of course, is the fact
that food stamps and WIC vouchers are used to purchase foods at retail,
whereas USDA distributes foods it has purchased with full federal buying
leverage. While surpluses themselves have diminished, federal purchases
of commodities can and do continue.

Recommendation #39:

Permit the choice of commodities or food stamps by local jurisdictions.

Sk ok ok ok ok



Eight Problem Areas Purposes of the Program

Specific Problem: Problems of data sufficiency, quality control, and SR
overall allocation of resources in the most cost/
beneficial manner continue to hamoer food stamp -
program effectiveness., T

The problems outlined, of course, can be remedied only through joint
legislative and administrative attention to the needs, problem causes, and .
possible remedies. While substantial public attention has been directed

to the food stamp program in recent months, there needs to be a continuing
review of where the program stands with regard to some of its most basic -
and critical elements.

LU

Recommendatioﬁi#40f

Raquire the Secfetary to fileAan annual report with the Congreés reviewingf
data collection status, quality control, and general character of the program
to insure cost/beneficial use of public funds for the legitimately needy.

* Kk % Xk Xk



PROBLEM AREA: FUNDING

Snecific Problem: The food stamp program, since its inception, has been
a program in which 1007 of the benefits are federallv
funded, yet it is administered by the states and local
entities without a fiscal stake.

Wnile it has been said that the level of quality contrel in the food stamp
program is no worse than that found in AFDC, whereln the states and

counties have a fiscal stake, the fact remains that the food stamp program's
problems may very well have been recognized and dealt with earlier had

the states and counties had a fiscal interest in the many administrative

and policy decisions which have caused mushrooming caseload and benefit
growth., An awareness of some of the factors that were causing the program
to grow out of control may have been present at the local level, but it

may have also been accompanied by the general conclusion that "this is a -
federal program, and they are the ones who have to deal with it." Such a
conclusion was, of course, reinforced by the fact that the states and counties
were given very little latitude to make changes in the food stamp program.

Recognizing this problem, attempts have been made in the past to secure
state and local participation in the costs of the program. This, of
course, has not only been politically difficult, but also a recognition
of the very real fiscal difficulties facing state and local government
in the presence of increasing demands upon revenues in those entities.

In the light of this, and the recent experiments in revenue sharing, it
would appear desirable to establish a.system for state participation, but
where the state ghare in fact would be subvened to them by the federal govern-
ment under a ''block grant" approach. Under this system, the states would
"incur" an obligation to share in the bonus value costs of the food stamp
program on the same ratio that is present in the AFDC program (generally
50-50, although this varies with states and claiming procedures), but
would be provided their share under federal "block grant." Should the
states by able to operate the food stamp program more effectively and
efficiently--within, of course, the continuing and future federal law and
regulations governing food stamps—~they would be able to use the resultant
savings for other purposes.

Recommendation #41:

L4

Set State participation in the bonus value at the same rate as that in the
AFDC program, with a system of '"block grants' to the States to offset added
State costs.
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A family with higher deductions may receive food stamps even with income
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%% Average individual with income of $9,000 not eligible. Break-even point approximately $8,484 (assuming same deduction8
as average individual with income of $6,000 - $7,188. An individual with higher deductions may receive good stamps even
with income in excess of $8,484). ' C , .
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average famlly with incomes of $7,200 and up. A family with higher deductions may receive food stamps even with income
in excess of $9.5aRY - » : : : S i okl
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o e e s %



&wb”ﬂ

STATEMENT (ON FOOD STAMPS )

The President regrets that the District of
Columbia District Court has acted to delay reform
of the food stamp program. The proposals the Adminis-
tration put forth are designed to eliminate abuses,
reduce unnecessary costs and provide greater benefits
to those most in need.

The food stamp program must be reformed. The
President has directed the Attorney General and the
Secretary of Agriculture to determine how this court
action can be dealt with most promptly and effectively
to bring about the reforms needed in the food stamp

program.

e




THE WHITE HOUSE

WASHINGTON

April 21, 1975

MEMORANDUM FOR : MIKXE DUVA
FROM : JIM CANNON .
SUBJECT : Plans to Standardize Deductions

for Purposes of Determining Food
Stamp Eligibility and Benefits

The attached has been forwarded from the Department
of Agriculture and is forwarded to you for information.

Attachment ,:&5!5\



UNITED STATES DEPARTMENT OF AGRICULTURE
FOOD AND NUTRITION SERVICE

WASHINGTON, D.C. 20250
April 17, 1975

Mr. James M. Cannon

Assistant to the President
for Domestic Affairs

The White House

Dear Mr, Cannon:

As the Department had indicated to you, we are continuing to develop
impact data on alternative plans to standardize deductions from income
for purposes of determining food stamp eligibility and benefits.

Enclosed are several tables demonstrating the impact of plams 3, 7,
and 10 which are the options recommended in our report. The following
data are included for each of these three plans:

1. An overall summary of the numbers of households who would
lose benefits and who would gain benefits brokem out by
poverty status of the household and presence of an elderly
(65 and over) member.

2. A more detailed table showing households who lose benefits
but continue to participate, households who cease to
participate, households who become ineligible, as well as
those who gain benefits or become eligible participants.
This is, again, broken out by poverty and age status.

3. A finely detailed set of tables showing those who lose and
those who gain by income range.

Within a week we will submit the same type of data for three additiomal
plans--2, 5, and 9.

Edward Hekman
Administrator

Enclosures &
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THE WHITE HOUSE - ACTION

WASHINGTON W
April 29, 1975 Q
7

MEMORANDUM FOR THE PRESIDENT
FROM: JIM CANNON o

SUBJECT: Supplementad "Appropriations for FY 75
for the Department of Agriculture

OMB has prepared for your consideration the attached
letter to the President of the Senate transmitting
supplemental appropriations in the amount of $889,815,000
for FY 75 and an amendment to a pending supplemental for
FY 75 in the amount of $100,233,000 for the Department
of Agriculture.

This request would permit the Department of Agriculture
to finance mandatory reimbursements amounting to $1,015
million for the Food Stamp Program ($885 million),
Child Nutrition ($125 million) and Special Milk ($5
million) programs.

Additional information is provided in Jim Lynn's
memorandum at Tab A.

OMB, Max Friedersdorf, Phil Buchen (Lazarus) and I
recommend approval of the letter to the President of
the Senate which has been cleared by Paul Theis.

RECOMMENDATION

That you sign the letter to the President of the
Senate at Tab B.



EXECUTIVE OFFICE OF THE PRESIDENT
OFFICE OF MANAGEMENT AND BUDGET

WASHINGTON, D.C. 20503

SIGNATURE
April 23, 1975

MEMORANDUM FOR THE PRESIDENT

Subject: Supplemental Appropriation for the Department of
Agriculture

Attached for your signature are proposed FY 1975 supplemental
requests and an amendment to a pending supplemental for the
Department of Agriculture. This request would permit the
Department to finance mandatory reimbursements amounting to
$1,015 million for the Food Stamp ($885 million), Child
Nutrition ($125 million), and Special Milk ($5 million)
programs.

On March 31, the appropriation for the Food Stamp program was
apportioned on a deficiency basis indicating the necessity of
a supplemental due to action taken by the Congress subsequent
to submission of the 1976 budget. These actions prevented
any adjustment in the cost-~sharing requirement for partici-
pants this year, and provided for an increase in the costs of
State program administration. 1In addition, Public Law 93-86
required semi-annual adjustments in coupon allotments. These
adjustments have significantly increased program benefits,
and unemployed workers have turned to food stamps in greater
numbers. The additional amounts for the Child Nutrition and
Special Milk programs also reflect mandated higher reimburse-
ment rates and increased participation.

Although the Department has provided estimates of costs which
exceed assumptions for unemployment and cost-of-living adjust-
ments now available, we believe that a supplemental of this
magnitude should go forward for the following reasons: (1)
this large an impact on the budget should be before the
congressional budget committees in order to graphically
illustrate the need for programmatic reform, (2) while the
Department's request may be high by several hundred million,



2
the excess funding will be available for financing
anticipated FY 1976 increased costs; and (3) requests
for additional funding for these activities later in
the year because of increased participation would
subject us to criticism.

Recommendation

We recommend transmittal of the attached supplemental
request to the Congress.
Z

James T. Lynn
Director

Attachments
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THE WHITE HOUSE

WASHINGTON

May 7, 1975

MEMORANDUM FOR : DICK DUNHAM
JIM CAVANAUGH

FROM : JIM CANNON y

SUBJECT : Food Stamps

At the 8:00 a.m.conference last Friday, I was
asked again, the status of the report the
President requested two months ago:

1. Examples of abuses of food stamps.

2. Suggestions about what could be done
administratively to tighten up on
the administration of the program.

I realize that OMB has said that they cannot
be ready until June 30, but the President
doesn't want to wait that long.

S,



April 23, 1097

MEMORANDUM FOR MIKE DUVAL

FROM: JIM CANNON

SUBJECT: Food Stamps

What the President really wants to know
is hew we, that is the White Houee and/or the
Department of Agriculture, can take administrative steps
steps to reduce the cost of food stamps.

I realize that OMB is preparing a report,
but I would like you to send &b me, as soon as
possible, three or four suggestions of how we might
tighten up the administration of this program.

Thank you.

%\4 /
./

JMC: im
cc Dick Dunham :
Jim Cabanaugh N .

AuN



THE WHITE HOUSE

WASHINGTON

May 7, 1975
v
MEMORANDUM FOR: JIM CANN7{\1
FROM: JIM CASLANAUGH&’W
SUBJECT: Food Stamp Reform

Art Quern and Dick Dunham are working with Paul O'Neill's
staff on a memorandum for the President on this issue.

You should probably sit down with Dick, Art and Paul
tomorrow to review the final draft before it goes to
the President.

cc: Art Quern ) !
Dick Dunham S j4g
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THE WHITE HOUSE FM?W O%M

WASHINGTON

May 8, 1975

MEMORANDUM FOR: DICK DUNHAM z/
- Ed
Ly ~ /

FROM: ART QUERN ~e”

SUBJECT: Progress Esignment

In regard to Jim Cannon's inquiry 6} the statds of the

Food Stamp proposals, we intend to méet the"May 15 deadline
established at our last staff meeting. Options for Presi-
dential decision will be available at that time.

As OMB has pointed out, the information upon which these
options are based is extremely weak and therefore projections
of impact could be substantially inaccurate. It is my re-
commendation that this be made known to the President as
these options are presented and then he can determine if

we should take additional time to compile more useful and
accurate information.

Our present timetable requires Agriculture to have a final

draft back to us by close of business on Thursday, May 8th.

OMB and we will put together a final memo for Jim Cannon

on Friday so that he can review it over the weekend. I

would suggest that the meeting with Secretary Butz currently
scheduled for Friday morning, be rescheduled for Monday ?f//féQW@ﬂ
Tuesday of next week so that Jim Cannon and Jim Lynn can /
have the benefit of reviewing the draft prior to meeting

with the Secretary and in anticipation of having a final

document by Thursday the 15th.

It might be helpful to review the chronology leading to
our current status:

March 26 OMB and Domestic Council received
USDA's 170 page document detailing
various options and the background
to the issues.

April 1 - 30 OMB and Domestic Council held numerous
meetings with USDA and requested more
specific information on the options
to be considered.



April 30

May 1 - 7

May 8

-2-

USDA unable to meet deadline for
provision of detailed information.

OMB and Domestic Council staff formu-
lated draft memo for President without

specific information on impact on case-
load and costs.

Deadline for final information and
narrative items for decision memo.



THE WHITE HOUSE

WASHINGTON |

May 12, 1975

MEMORANDUM FOR: JIM CANNON

FROM: ART QUERN

SUBJECT: Food Stamp Meeting

Attached materials are for your use in the meeting at
9:30 a.m. on May 13th to discuss Food Stamps. A much
longer draft decision memorandum has been circulated

but to simplify your preparation I have attached only

1. A proposed agenda for the meeting

2. A working paper for your review outlining 
the decisions in question ‘

Should you have any questions, I am available at your
convenience. : o

o)

Attachment .
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Set a single $100 naticnal standard
but continue categorical eligibility
for public assistance recipients with
special deduction for the aged of $50

Set $100 national standard deduction,
deny categorical eligibility but add
$25 special deduction for aged

Create a prograssive chart of income
eligibility and bonus values

Put dollar limits on amounts which
can be deducted under current law.




WORKING PAPER

Decisions Outline

A.

We (OMB, Agriculture, and Domestic Council) have
developed twelve specific proposals to simplify
administration, tighten accountability, and
penalize and retard abuses. These are relatively
clear and, in general, non-controversial and need
only be reviewed (see attached list).

Three specific items need decisions by the
President:

1. Strikers - all recipients of food stamps
can lose eligibility if they refuse to
accept employment. Under current law being
on strike is not grounds for denying eligibility

~- we have proposed that strikers must
wait 60 days before becoming eligible
for food stamps.

2. Addicts and Alcoholics - all eligible food
stamps recipients must use their stamps to
purchase food they or someone in their house-
hold cooks. This denies eligibility to residents
of institutions. Currentlaw exempts drug addicts
and alcoholics in institutional treatment programs
enabling them to be eligible for food stamps

-- we have proposed eliminating this'exemption.'

3. College Students - Two elements of the current
law affect eligibility of college students
for food stamps

a. law denies elibility to students who are
claimed as a tax deduction by families
who are not eligible

-- this is somewhat confused and difficult
to enforce.

b. students eligible to participaté are
excluded from requlrement to accept
employment



-- we offer two approaches:

(1) clarify tax dependency exclusion
and extend work requirement to
students, or

(2) clarify tax dependency but continue
“exemption from work requirement.

Income Eligibility

This complex issue boils down to three elements
which relate to the plans we have developed to
change income eligibility approach:

1.

2.

Should we choose one specific plan for
reforming eligibility.

Should we recommend a type of income eligibility
plan and let Congress select the dollar levels.

Should we offer all six plans and let Congress
choose.

plans developed deal w1th

deductions, currently a complex and arbltrary

system permits people to deduct a number of
items from their gross incomes to enable
their becoming eligible even though their
gross income may be well above poverty line.

automatic eligibility for welfare recipients
no matter what their actual cash and in kind

vlncome 1s

minimum bonus which guarantees a minimum bonus
to anyone eligible even though calculation

of their bonus by regular formula might re-
sult in-a much lower bonus.

plans developed:

Set a $100 natlonal standard deductlon for »

all famllles

Set a $100 natlonal standard deductlon whlch
varies by family 51ze with special addltlon
for aged



AGENDA

FOOD STAMP MEETING
Tuesday, May 13, 1975
9:30 a.m.

PURPOSE OF MEETING

Review decisions and alternatives to be addressed in
presenting food stamp issues to the President.

DECISIONS

- I. Should basic reform of food Stamp program
proceed now, or should it await comprehensive
welfare reform

II. If we proceed now,
A. We must make decisions on
~— strikers

s "-QRD
: o & ‘

~- addicts and alcoholics /o
R l

Avy

]

4

o
v’

\\\~“///

-- college students
B. We must decide if we should

-- choose one specific plan for income
eligibility

-- recommend one type of plan (i.e. standard
deduction) and let Congress determine
specific dollar level

-- simply offer all six plans that we have
developed and let Congress select a plan

C. If we decide to select and recommend one
specific plan, we must select from:

1. Set a $100 national standard deductlon
for all families

2. Set a $100 national standard deduction
which varies by family size with special
addition for aged of $50.



Set a single $100 national standard but continue
categorical eligibility for public assistance
recipients with special deduction for the aged
of $50

Set $100 national standard deduction, deny
categorical eligibility but add $50 special
deduction for aged

Create a progressive chart of income eligibility
and bonus values

Put dollar limits on amounts which can be
deducted under current law.



10. .

11.

12.

‘1’7

TWELVE ADMINISTRATION RECOMMENDATIONS

Limit variable purchase to 50% or 100%

State option on withholding of Food Stamp Purchase
requirement from public assistance checks

Lower maximum fine to $1,000
Permit Secretary to levy money penalties
Clarify exclusion of illegal aliens

Eliminate $25 countable for employer supplied
housing

Permit demonstration projects
Greater accountability by states for coupons
"Reduce”" definition of negligence

Allow lump sum payments where benefits are wrongfullyA
denied _ ‘ o

Authorize cash payments where mechanical failures
prevent issuance of stamps

Lower maximum work requirement age to 60




Some items in this folder were not digitized because it contains copyrighted
materials. Please contact the Gerald R. Ford Presidential Library for access to
these materials.



THE FOOD STAMP PROGRAM

Fraud and Administrative Weaknesses

May 15, 1975

Puroose:
PR S

The purpose of this report is to identify reports of fraud and abuse
of the Federal Food Stamp program, administered by the Food
Stamp Division of the U.S. Department of Agriculture.

Resources:

To acquire the information, a re\a’ew was made of the
Congressional Record and New York Times Index for the
period May 1, 1974 through April 30, 1975; copies of news
articles on file in the Research Office of the White House;
partial information from a studj;' being conducted by the
House Republican Study Committee through the office of
Sen. ' James Buckley (R.,N.Y.); and, American
Enterprise Institute Evaluation Study 18, titled, ''Food
Stamps and Nutrition, ' by Kenneth Clarkson, April 1975,

General Conclusions; '

(1) Although USDA issued't'wo reports in March, 1975
on financial losses in the Food Stamp Program (N.Y., Times
of 3/2/75 and 3/31/75), there is no current collection of

STTE AN
data to assess just how much fraud contributes those losses, e FeRo o
now estimated to be $740 million (NYT, 3/31/75). % %)
‘ = z/
(2) In support of this, the Director of the Food Stamp \i\_,,//
Division at USDA (Mr. Royal Shipp) conceded to the New

York Times that his Division '"lacked valid data on the total
cost of fraud. ' (Ibid, 3/31/75)

(3) This general conclusion was arrived at independently
by Kenneth Clarkson of the University of Viriginia when, in his
April 1975 study for the American Enterprise Institute, he said,
"There is little direct evidence on the ext(:gf trafficking [one of
the forms of fraud] in food stamps..."



(2) - Food Stamps Report

(4) Somewhat afield from this report, but parallel, was
an editorial comment in the N, Y. Daily News of May 13, 1975
which criticized HEW: "The Department concedes that it
doesn't know how extensive cheating is 'because it hasn't been
studied. '

Some Examples of the Forms of Fraud and Abuse:

(1) A mother of three recently walked into a food
stamp office in Mississippi to apply for food stamps.

A short time later, her . _ . husband appeared in the
same office, Soon, the family was getting a double

allotment, . (N.Y, Times, 3/31/75)

Note: An administrative weakness

in the regulations facilitates this kind

of fraud. The lack of 2 '""common

case-numbering system, ' coupled

with the lack of a residency requiremant,

makes it possible for an applicant to

qualify in several counties or states at

the same time., " (Congressional Record,
58740, 5/21/74)

(2) Deliberate failure of a food stamp recipient to inform
the local administrator of the food stamp program that a minor
child has reached majority and has left home.

(AEI Evaluation Study 18,
April 1975, Pg. 32)

: (3) '"Trafficking' in food stamps. This usually occurs
in the form of eithear selling one's stamps directly or trading
them for non-food items. (Ibid., Pg. 31)

It is so-called '"loopholes'' in the law, however, that give rise

to the greatest amount of public and press attention. These"
réports often concern students, organized labor, or presumably
wealthy people availing themselves of their "'eligibility" for the
stamps. '

£



(3) - Food Stamps Report

For the purpose of this report, examples of how the "loopholes"
are used will be labeled abuses.

Abuses:

(1) The student: Although there is considerable reporting
in the press about student use of food stamps, it would appear
that the basic law was written without a view to excluding students
from eligibility. Students need meet only those requirements
that apply to all other persons (NYT, 1/2/75), although the law
was amended to exclude those whose parents claim them as
a tax deduction (House Republican Study Committee, 5/15/75).

(2) Some examples of student abuse:

(2) A father earning $100, 000 per year had a
son in California receiving foodstamps.

(Congressional Record,
H486, 2/4/75)

(b) A girl studying "witchcraft' in California
was exempted from the work requirement [that applies to
all others] because she attended classes at least half-time
at an accredited institution. (Congressional Record,
H486, 2/4/75)

(c) Although the amended law excludes students
whose parents claim them as a tax deduction, it would appear
that enforcement of this is lax. The N, Y., Times said (1/2/75)
that USDA '"makes no effort to f1nd out how many of them [food
stamp recipients] are students.” In this report, the paper said
that in the county which houses the University of Wisconsin,

65% of the food stamp recipients are students; and, in the county
in which Michigan State University is located, nearly 50% are
students.

(d) A Brown University student, with parents able
and willing to provide for him above his actual needs, reported
(in a letter to the N, Y, Times) that he is eligible for $46 per
month in food stamps. He'claimed that '"droves' of Brown's
students, whose parents are '""more than able to support them, '
are flocking to the local Food Stamp office each month.

(N, Y, Times/ 2/20/75)




(4) Food Stamps Report

(3) Organized Labor:

(2) Some unions have dropped strike benefits [which
would be counted as income, ordinarily], paying "'medical benefits®
instead, thus enzbling a striking laborer to draw monev from the
union and food stamps simultaneously.

(Congressional Record,
S8740, 5/21/74)

(b) Seasonal workers, such as those in the construction
trades, are eligible during months of unemployment since eligibility
is detérmined on a month-to-month basis.

(Congressional Record,
S8740, 5/21/74)

(4) General Forms of Abuse:

(2) The exemption of the home as a . . factor
in determining eligibility makes it possible for a person with
a $100, 000 home to qualify. ZFurther exemptions would allow
such a person to also own a priceless stamp collection, expen-
sive jewelry and similar personal property, and still qualify
for food stamp assistance. J

(Congressional Record, S8740
5/21/74 and HRSC, 5/15/75)

(b) There is no provision in the law that prohibits
a potential food stamp applicant from transferring such personal
assets as bank savings and checking account monies to a personal
friend or relative in order to qualify for food stamps.

( Congressional Record,
S8740, 5/21/74)

Based upon the '"loopholes' cited in paragraph (3) and (4), above,
~the following hypothetical could easily occur:

A carpenter living in southern Minnesota, having earned
$18, 000 in the past 12 months, could live in his $40, 000
home. He could transfer his savings of $5, 000 to his
brother, reduce cash-on-hand in his checking account,
sell his second car, and live out the winter months when
there ig little or no work for carpenters and qualify for

food stamps. (Hypothetical)




(5) - Food Stamps Report

Construction of such a hypothetical is not the sort of imaginary
work that would come only from an anti-food stamp source.
United Press International did a construction of its own last
month, which is attached as a further example of what somea

. consider an abuse of the food stamp program,

(UPI, See Atch. #l1)

While there is no reliable éiata on fraud, administrative
error has been tabulated by USDA and § appears to account
for the large bulk of monetary loss to the government.

USDA reported (N, Y. Times, 3/2/75) that from its sampling
of 25,585 households in 46 states, errors were found in
56.1% of the cases certified. The error rate ranged widely,
from a high of 80% in Rhode Island to a low of 21. 8% in the
state of Washington.

. From both the Congressional Record and the AEI study, the
implications of the -  present administration of the food
stamp program on the error rate was reflected.

(1) The fact that AF¥DC and Food Stamp programs are
supervised by different Federal agencies ''is an administrative
nightmare' for county welfare departments which must administer
both program. (Remarks of Ronald Reagan,

: Sept. 1974, in the Congressional
Record, H486, 2/4/75)

(2) Some believe that the Federal and State instruction
manuals have increased to the point where no single department
or agency can assess the food stamp operation.

{(Congressional Record,
'S8740, 5/21/74)

(3) The costs of enforcing the provisions governing the
Food Stamp Program are not easily quantifiable because the
activities of separate agencies are involved, including USDA,
the FBI, Department of Justice, and state and local law enforce-
ment agencies, (AEI Evaluation Study 18,
' - Pg. 31)




(6) - Food Stamps Report

(4) As a final example that illustrates how paper-work
at the local level is conducive to administrative error, the
Wall Street Journal reported this observation from Boston

on December 20, 1974:

"Applicants fill out seven-~page questionnaires
detailing their income and expenses, and take
pay stubs and receipts to local welfare offices
to substantiate their claims."

ot wfa als ats
E I S
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CWASHINGTUN (LPD) -
Jahn Jones, 32, has a wife,
{win - Bddpen, o sub-rhan house,
two oars and o <0y of §200 a
month, 1le gquaniies for food
lamps.

With an inwome of $9,600 a
vear, “Jones” is well out of the
poverty class. But his fellow
Laxpayers are faying part of his
grocery bill under a capidly ex-
panding food stamp prograrn
which most Americans once

PO

b ot /3ud

view i as fidp for the bone p
and hungry.

The “‘Jones’ fomily is
real —it's a slatistical exam
to show how many people v
don't regard thumselves
"‘wellure cases” may be el
ble fur fedrral heip with f
bills.

Real famihies have b
swelling food stamp rolls in
past year. By r.bmary, !

| Ad}uéfed Net Income Ceilings
Set By Agricultural Deparfmen:

WASHINGTON (UPI) -- Here
are current “adjusted net
meome” ceilings sel by the
Agriculture  Departnent  for
farmlics applying for food
<tamips, wwonthly allotments,
and ush prices.

The income figure represents
monthly household income after
sublracling all tax, medical,
housing and olher deductions.
Manthly allotmerts are adjust-
~ed in January and July te keep

Jive with changes in retail food -

HETRA N
amily Size Inearae
\‘ cant
singlapevsans M Ly

{0 Persons b §

-

Three persons  §i06 §122
Four persons 513 8154
Five persons {606 162
Six persons §700 $210
Seven persons  §793 §238

Eight persuns §326 $266

The price of the stamp
allolments  vary with the
houschold's adjusted net month-
ly income. Exainples of prices
for 4 family of four at

varions income levels;

Incorne Cost Stamp

Viahio
Undor $20 *fhape B
F100 ] LI
$2m ‘o A
00 | 1
L0 {

Bubs® WOPL L aal $49,000. 1Bt
the fapi'; home is not a
“rescurces” for food stamp
purpuses Neither is the family
elothing, furnlare, jewelry like
the $500 diutmond cing "Mrs,
Jones ' wherited, the cash
vaiue of “Jones ™ insurance,
his 1973 car. the {amily freezer
and color TV.

Assets vhal covat melude $3(0
in a ‘awings hank, $400 in
savings bonds, 14 second car
v bied at 8600, which must he
ro. ted as a "resource’’
b it's pot used to get to
pook Al $1 0 dotal means

b {orndly v lears (he
hea v T

onhi Lty

IRl eh” Lany
oiher

unioh aues. Al such “'ian-
dutory  drduetions,” including
stata or Yocal income taxes and
evea some lypes of gar-
nistinents, are ignored. This
brings the net Lo §646.80.

At this point a “‘work
allowance ' covers things like
commuling costs and meals
away {rom home during work,
It's 10 per cent of gross income
with a ceiling »f §30 a month,
“Jones™ (akes off §30, bringing
his net to $616.40. .

If medical bills run over $10 a
month, Including health insur-
anee premiums, there's
areather deduetion, In this case,
vope yasts of $40 4 onth,
ek ug e net §576 80

After that, doluctins  gre
allowed for some wlucahional
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THE SECRETARY OF HEALTH, EDUCATION, AND WELFARE
WASHINGTON, D. C. 20201

?‘,ﬁ}w

MEMORANDUM TO HONORABLE JAMES M. CANNON: W

As a result of the meeting Tuesday with OMB, the Domestic Council, and
the Department of Labor, we have agreed upon the format appropriate for
presenting the Food Stamp issues for the President's decision. This
structure frames the decision in the broad context of whether or not
food stamp reform should proceed now, or be subsumed in a more compre-
hensive welfare replacement effort. The attached Tab A sets forth this
primary decision and the pros and cons of moving now or delaying action.
As you know, I strongly advocate that any initiative in the Food Stamp
Program be taken in conjunction with overall reform of the welfare system,
as embodied in the Income Supplement Program I have submitted to the
President.

Should we decide to proceed with food stamp reform now, one of the prin-
cipal options is the following package: cash out the program (i.e.,
supply the bonus value of food stamps in cash), eliminate all categorical
eligibility for food stamp receipt, and introduce a standard deduction
into the program. This option is briefly described and analyzed at Tab
B. The pros and cons of this approach from our viewpoint are also pre-
sented there., I strongly caution that this approach should not and cannot
be considered without simultaneous consideration of the relationship of
the new cash assistance program (i.e., cashed-out Food Stamps) and the
various other cash assistance programs (such as AFDC) and Senator Long's
new work bonus scheme, enacted as part of the tax cut. While the problem
is discussed in Tab B, I would simply point out here that such a strategy
would result in the coverage of heavily overlapping populations by three
different cash assistance programs.

At Tab C I have attached a restructured format for presenting all of the
various alternatives for immediate food stamp reform -- including the

Tab B option -- in a simplified and manageable framework for Presidential
decision. If pressed to move now on food stamp reform, I would opt for
the cash-out option. Anything else is like entering a jungle thicket in
which one becomes more firmly enmeshed the further one penetrates.

With regard to the specific issues surrounding eligibility of addicts,
alcoholics, strikers, and students, I recommend the following:

o Bfiicts and Alcoholics. We concur in the elimination of
the special eligibility of addicts and alcoholics residing
in institutions without cooking facilities.




Page 2 -- Honorable James M. Canmon

o Strikers. A recent court decision has forced HEW to
also consider this issue in the context of the AFDC-UF
program., At present our Federal regulations leave
both the definition of strikers and the question of
their inclusion or exclusion to each state that has
an AFDC-UF program. Under the court decision the
Federal govermment must define the category strikers,
but otherwise we continue to have the present options
of Federally mandating exclusion, Federally mandating
inclusion, or leaving the question to each state.

Since the Food Stamp Program is a fully Federal program
(although state-administered), the option of leaving the
issue to the states does not seem to be a viable alter-
native. If the President decides to exclude strikers
from the Food Stamp Program, the definition of strikers
will have to be consistent across programs. Some may
claim that his decision will have consequences as to
whether to continue to leave the question in the AFDC-UF
program to the states, but I do not believe we need
change our present "leave it to the state's decision
rule, because AFDC is much more of a state program than
food stamps.

o College Students. Full-time students are today exempt
from the food stamp work requirement. We believe a
requirement that college students seek full-time employ-
ment would be inconsistent with student status; however,
a requirement that students seek part-time (20 hours per
week or less) employment would be reasonable.

We also believe that college students should only be
eligible for food stamps if their family is eligible.
Failure to have this rule in effect has justly caused
great criticism of the program,
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TAB A

DECISION ON TIMING OF BASIC REFORM
OF FOOD STAMP PROGRAM

. ) kﬁ
. ‘ - =
Issue (A;\“"”’/fy
. \\> )
Should the basic reform of the Food Stamp Program proceed now,

or should it await comprehensive welfare reform?

Discussion

The Food Stamp Program is a major component of the‘income-tested

transfer system. Consequéntly, ény changes proposed in that program
?

should be consistent with (1)'policy towarq that system and its

ultimate replacement or réform, and (2) fhe short and long-term

strategy for deQeloping and introducing legislation to effect that

policy.

The basic reforms in the Food Stamp frogram -- relating to
cashing-out Food Stamps, eligibility, and structure of deductions --
wouid each be subsumed by a major restructuring of the welfare system,
such as that proposed in HEW's Income Supplement Program. In addition,
each of the major changes would raise many of the same very difficult’
_substantive and political issues. Currently, the Domestic Council is
examining various options for domestic policy, particularly as regards
welfare reform and health insurance. At a minimum, your response to
S.R; 58 should not foreclose any welfare reform options that you might

wish to exercise, nor should it take on issues that are better dealt

with in the context of a major reform of the income security system.



The principal decision is not ﬁhetﬁer or not to propose major
alterations in the Food Stamp Program; rather, it is when and through
which vehicle to propose such changes. If you should decide to defer
action on major changes in Food Stamps now, it would be possible to
respond to S.R, 58 with a host of minor administrative changes in
the Food Stamp Program (at Tab ___ ), while acknowledging the need
for the major changes and expressing your interest to afhieve them
via major reform of the welfare>system, which you will be proposing

later this year. : '

Pros of Deferring Consideration of Basic
Reform in the Food Stamp Program

o Any proposal for major changes in the Food Stamp Program
is likely to embroil the Administration in.a lengthy
debate with the Congress. This could prejudice later
attempts to enact a compreﬁensive welfare reform
proposa} that in effect includes the Food Stamps changes.

o Changes in Food.Stampé should.be carefully integrated
with other means-tested transfer programs, particularly
AFDC and SSI.

Cons of Deferring Consideration of Basic
Reform in the Food Stamp Program ‘

o The Congress may be dissatisfied with a response that
does not include major reform.

o Comprehensive reform of the welfare system would take at
least three years to emact and implement, while certain of
the major changes in the Food Stamp Program could be imple-

mented much sooner if enacted quickly.



Decision

I wish to consider basic reforms in the
Food Stamp Program only as part of a
comprehensive welfare reform plan to be
submitted to the Congress next year.

I wish to proceed at this time with basic
reforms in the Food Stamp Program.
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TAB B

CASH OUT OF FOOD STAMP BONUS VALUES

An alternative for reforming the Food Stamp program is to convert
the benefits from vouchers to cash. In accordance with the recent |
trends in making welfare programs more efficient, a cashed-out Food
Stamp program would also be streamlined in other ways. The current
itemized.deductions would be replaced with a standard deduction
of $100 per month; the current benefit schedule would be replaced e
by a flat 30 percent benefit reduction rate for income'above the
standard deduction; and categorical eligibility of AFDC and SSI .\f 4
recipients would be eliminated. Thus, the cash-out aléernative for
Food Stamp reform would essentially replace the current Food Stamp
program with a relatively straightforward, low-benefit/low-benefit
reduction rate means tested cash assiétance prograh. This cashed-out
Food Stamp program would increase estimated FY 76 expenditures
of $5.5 billion by about $2 billioﬁ.
The cash—ogt alternative, as presehted above, does not
address some important.interrélationships between the existing
cash assistance programs and the potential cash-out of the
Food Stamp program. Although no administering agency has been
mentioned, there does not appear to be any reason for HEW to
run cash assistance programs for the AFDC and SSI populations
while USDA runs a separate cash assistance program that covers
the same populations. With some slight alterations, the same

results could be obtained more efficiently. The cashed-out



Food Stamp bonus could be added to the existing cash assistance
programs, fully financed by the Federal government and administered
through the existing structures. (This solution presumes a set
of accommodating changes in the AFDC law and program which have
not been fully examined. However, those changes could be quite
complex and controversial.) The remaindef of the cashed-out
Food Stamp program would be administered separately by USDA

or HEW. Thus, there would be three categorical cash asgistance'
programs: AFDC for single-parent families and SSI for the

aged, blind and disabled -~ both with higher benefits to replace
the Food Stamp bonus — and a new cash assistance program that
would replace the Food Stamp bonus for the rest of the low-
income population.

Since it would be administratively inefficient to provide cash
assistance to an identical population through two separate programs,
ahd since in any case there is no rationale for USDA to administer
an unconstrained cash assistance program, £he following discussion
of the pros and cons of the cash-out alternative is based on the
assumption that the three categorical cash assistance programs would

be integrated in an administratively efficient manner.

Pros

o Cash assistance is preferrable to vouchers for several
reasons. Cash requires less administrative expense:
there is no need to print, issue, collect and destroy
coupons. Moreover, cash allows the recipient the
freedom, and the responsibility, to determine the
best use of available resources.



Cons

Cash-out of the Food Stamp program would move toward
the basic goal of providing cash assistance to
the entire low-income population.

Many housenholds that are eligible to participate in the
Food Stamp program but do not, would participate in a
cash assistance program. These households would clearly
be better off under the cash-out scheme. In addition,
many current participants will receive higher benefits
by using the standard deduction.

Although the cash-out alternative is more expensive now,
it would lower the net cost of a comprehensive
cash assistance program later.

The cash-out alternative does move in the direction of
welfare reform; however, it is not an adequate sub-
stitute for a comprehensive cash assistance program.
Even if well-integrated with existing cash assistance
programs, the cash-out alternative would still leave
three separate, categorical cash assistance programs.
The system would still provide widely different benefits
to similar families in different residences or with
different family structures. The welfare system

would still be out of phase with the tax system.
Nevertheless, the cash-out alternative to Food Stamp
reform could become de facto welfare reform without
addressing many of the major problems with the

current system.

Politically, it would be very difficult to persuade
the Congress to pass cash-out legislation. It may
be that Congress would be more willing to accept a
comprehensive welfare reform that subsumes the

Food Stamp program (as well as the other big

- welfare programs) with a single cash assistance

program than to accept a radical change in the
Food Stamp program alone.

while many eligible non-participants and many current:
participants would be better off under the cash-out
alternative, many other current participants would

be worse off. Congress is notably reluctant to

change a program in a way that makes any participants
worse off. ‘



0 Since many eligible non-participants would accept
cash benefits, the pudget of the cashed-out Food
Stamp- program would be significantly higher. A
preliminary estimate suggests the costs would be
some $2-$3 billion, or 40 percent, higher than
the current $5 billion budget.






TAB C

OPTIONS FOR MAJOR REFORM OF -THE FOCD STAMP PROGRAM

In this section several modifications in the Food Stamp program are

discussed. One change, the elimination of categorical eligibility,
is recommended; other possible modifications are provided as options
for your decision. All modifications discussed, except the cash-out

option in Tab B, can be implemented within the current structure of

the Food Stamp program. , '
Background '

The Senate has réquested that the administration submit
recommendations for improveménts in the Food Stamp program. The
changes discussed are designed to improve the distributional equity
of the benefits and to simplify the administrati&e structure of
the program. ‘Two major issues are-addressed: categorical

eligibility for benefits and allowable deductions from income.

Issue: Categorical eligibility of certain public assistance
recipients.

.Current Situation: Categorical eligibility is extended to some

public assistance households in which all members are receiving
public assistance. Included in categorical eligibility are:

AFDC recipients in all states, SSI recipients in 46 states*,

*In the four remaining states, SSI recipients are categorically
ineligible due to the cash-out of Food Stamps in the SSI state
supplemental payment. _
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and general assistance recipients in over 20 states. These
households are not required to meet the additional income and

resource standards of the Food Stamp program.

Problems: Categorical eligibility has been criticized for allowing
some families to receive Food Stamp benefits even though their
income or resources are above the standards required for non-

public assistance recipients.

Possible Change: Elimination of categorical eligibility.

Pros

'o Would require all households to meet a common
set of eligibility rules (an income standard, a
resource standard, and a work test).

o Would eliminate some high income households from
eligibility.

0 Would simplify the structure of the program by
- requiring one set of rules for all participants.

0 Wwould improve equity among Food Stamp participants.

Cons
0 Some households would be made worse off and pressure

might develop to grandfather these -households into
the program.

Recommendation: Eliminate categorical eligibility for public
assistance housenholds.

Approve

Disapprove




Issue: Itemized deductions.

Current Situation: Seven deductions from gross income are currently

permitted before eligibility and benefit determinations are made
in the Food Stamp program. The deductions include:

Medical Expenses - Medical payments made by members

of the household in excess of $10 per month.

Mandatory Deduction - Mandatory deductions from

earned income such as Federal income and Social
Security taxes.

Work Allowance -~ Ten percent of earned income up to $30
1]

per month.
Child Care - Payments for the care of a child when
necessary to accept or continue employment.

Tuition and Mandatory Education Fees - Tuition and

mandatory fees assessed by an educational institution.

Unusual Expenses - Disaster or casualty losses which
could not be reasonably anticipated by the household.

Shelter Deduction - Shelter costs including utilities

and mbrtgage payments in excess of-30 percent of
income after all other allowable deductions.
Problems: The itemized deductions allow households with gross incomes
considerably above the normal income standards of the program
to qualify for benefits. Further, the deductions are difficult
to administer and, according to quality control studies,

contribute to relatively high error rates.
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Four options are presented for your decision. Program cosfs
would remain approximately at the cﬁrrént level under the first
three options; the fourth, the cash-out option presented in Tab B,
would be more expensive. The four options are summarized in the
attached chart.

Option 1 -

Maintain a set of itemized deductions but modify the existing

structure in the following way.

Medical Expenses - No changé

Mandatory Deductions - No change '

Work Allowance - Eliminate

Child Care - Child care payments up to a maximum of 50%
of gross income or / $60 / per week. / USDA analysts
use $60/week, this seems excessive to HEW staff._7

Tuition and Mandatory Education Fees - eliminate.

Unusual Expenses - No change

Shelter Deduction - Housing expenditures (up to the

BLS Low Budget allowance for housing) in excess of

30% of income may be deducted.

These changes will tend to reduce program transfers and make
some housenholds worse off. Total transfers would be held approximately
constant by reducing the benefit reduction rate to 25% and this is

recommended as part of this option.



Pros
0 Would eliminate some high income families from the
program.
0 Would reduce the number of students receiving benefits.
O Should be well received by Congress. Senator McGovern
has proposed moving to a 25 percent beneflt reduction
rate.
Cons
0 Would involve only minor simplification of administration.
1)
0 Some recipients would be made worse off.
. ]
Option 2

Modify the current set of deductions by replacing all deductions,
except the mandatory deductions from earned income, with a standard
deduction of $125.

Benefit reduction rate would be changed to a flat 30%.

Pros

-

0 Would simplify program administration and should reduce
error rates and administrative costs.

0 Would treat similar households more equally.

0 Would target benefits to households with the
" lowest incomes.

0 Would make a substantial number of current rec1p1ents
better off.

Cons

0 Would make a substantial number of current recipients
worse off, especially small recipient households
with aged members. This will create pressure to
grandfather current recipients.



o Congress might accept Senator McGovern's proposal
to make the standard deduction optional, increasing
program costs without simplifying administration.

Option 3

Modify the current set of deductions in the same way as Option 2
(by replacing all deductions, except the mandatory deductions from
earned income, with a $125 standard deduction); however, the standard
deduction for a household that contained an aged member would be
raised to $150. v

Benefit reduction rate would be at 30%.

Pros

o0 Same as for Option 2.
o In comparison to Option 2, would make fewer households
- with aged members worse off.
Cons
o Same as for Option 2.

o The special standard deduction for aged households
cannot be defended on equity grounds.

Option 4
Cash-out option as presented in Tab B.
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OPTIONS

Deductiong:

Benefit
Reduction
Rate:

Impact

Number of house-
holds with:

“higher benefits
same benefits
lower benefits

(millions)

Budget Costs (FY

100% partici-
pation

expected parti-
cipation
(Billions)

Current Program

1.

All mandatory
payroll with-
holding

Work expenses
(530 maximum)

Medical over
$10/month

Child care

Education fees

Disaster losses
Shelter exceeding
30%Z of income net

of 1 .- 6.
30%
77)
$6.9
5.4

USDA - To be developed by the Department of Agriculture

Option 1 Option 2
1. All manda- 1. All manda-
tory payroll tory payroll
‘withholding withholding
2. Medical over 2. Standard
$10/month deduction
of $125/
month
3. Child care
up to 507
of gross
income or
$60/week
4. Disaster
losses
5. Shelter ex-
ceeding 307
of gross
income, (BLS
shelter maximum)
25% 25%
USDA USDA
USDA USDA
USDA USDA
USDA USDA
USDA USDA

Option 3

1.

All manda~-
tory payroll
withholding

Standard
deduction of
$125/month,
$150/month

Option 4

CASH OUT
FOOD STAMP
BONUS VALUE

.1. Standard

deduction
of $100/
month

if aged member

25%

Lol ool -
(Yo T N o]

USDA
USDA

USDA
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