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February 19, 1976

SUBJECT: FSP Accountability Status Report

Food stamps are issued through about 14,240 outlets. They consist of:

Type Number of Outlets .

State and Local Government Offices 3,706 f& ’

Banks 7,312 Vot

Post Offices 2,115 i) S
1/ Other 1,107 . v

1/ These are commonly referred to as "vendors" and consist of currency
exchanges, check cashers, credit unions, community action agencies,
etc.

These issuance agents are required to collect the purchase requirement from
food stamp recipients and deposit these funds in one of the Federal Reserve
Banks (FRB's) to the account of USDA, whenever collections total $1,000 or
more, weekly, and, for any amount, on the last issuance day of the month.
FRB's notify FNS of the amounts of each deposit an issuance agent makes.
FNS has a computer system designed to compare these deposits to those
amounts the issuance agents tell FNS have been deposited in monthly
accountability reports.

In October 1975, we found that an issuance agent had not deposited with the
FRB about $2 million in cash collections that he had reported as deposited
to FNS. As a result, a nationwide audit of all issuance agents, except post
offices, was started to determine whether cash collections have been
deposited according to USDA requirements. The review was limited to trans-
actions occurring between July 1974 and October 1975. Audit has identified
1,310 suspect issuance agents to date from records available at FNS Head-
quarters. These were categorized as:

Unconfirmed Deposits 1/ Delayed Deposits 2/
No. of Agents Amount No. of Agents Amount
207 $6,467,986 1,103 $14,687,648

1/ Unconfirmed Deposits -- Where FNS printouts and FRB listings of con-
firmed deposits do not verify that deposits reported by issuance
agents were actually made. (Some of these deposits may have been
made and dropped or miscoded by FNS, or not reported by FRB.)




2/ Delayed Deposits -- These are cases where deposits are made, but
are not made in accordance with Federal requirements. In most
instances, the money collected is held back and deposited at a
later date; thus, the issuing office has money that rightfully
should have been deposited with the U. S. Government.

Audit verification of this data at FNS Headquarters and about 50 issuance
agents suspected of not depositing the largest amounts has resulted in:

Unconfirmed Deposits Delayed Deposits

No. of Agents Amount No. of Agents  Amount

Confirmed and Referred to OI 12 $5,669,840 14 $6,831,428

Referred to FNS for 986 Undetermined
administrative action

Audit is continuing to examine later and more refined deposit data at FNS
Headquarters for 86 other issuance agents to determine whether these are
actual violations or system errors in accounting for deposits. Visits to
about 190 other issuance agents will be made.

A11 confirmations have been referred for investigation. Eighteen issuance
agents are under active investigation. The assistant U. S. Attorneys in

St. Louis, Cleveland, New York City, Pittsburgh and the District of Columbia
are actively involed in five of these cases.

Funds recovered to date consist of:
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Unconfirmed Deposits 1/ Delayed Deposits [j 43}
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No. Approximate Amount No. Approximate Amount (}inM#/;;
2 $1,100,000 7 $3,400,000

1/ FNS has not attempted recovery of amounts owed by all agents in this
category due to the belief that administrative action may jeopardize
prosecution.

Audit is also taking physical inventories of food coupons at 235 individual
issuance agents classified as "vendors" and at the banks in New York City
and Chicago who deal with check cashers and currency exchanges to assure
that present controls are adequate. No. significant problems have been
identified to date in this review.






THE WHITE HOUSE

WASHINGTON

Dear Senator Talmadge:

I am deeply concerned by the failure of Congfess to
enact seriously needed changes. in the Food Stamp
program.

Last October I sent to Congress legislation to reform
the Food Stamp program. My proposals were designed both
to concentrate benefits on those truly in need and to
correct the abuses and inequities of the current pro-
gram. Under my plan, 24% of the participants would
receive increased benefits. This represents nearly

5 million of our neediest citizens with incomes below
the poverty level. At the same time, overall program
costs would be reduced by $1.2 billion because most ™~ . . .
abuses would be eliminated and those with incomes well
above the poverty level would no longer be eligible.

As you know, the Food Stamp appropriation passed by
Congress in December clearly anticipated implementa-
tion of substantial reform. Indeed, that appropriation
bill contained the assumption that reform would take
place promptly and therefore the amounts provided to
pay program benefits were reduced accordingly. With-
out action it is clear that the funds appropriated will
not be adequate to meet the costs of the program. But
no action has yet been taken by Congress to implement
real reform. Each day that goes by without enactment
of the reforms which I have proposed costs the taxpayers
more than $3.25 million. '

My budget anticipated legislative reform action by
February 1, 1976. We have passed that date and time
is running out.

While statutory changes by the Congress would be the

most desirable course of action, we can no longer afford
to wait. Since the Congress has not acted, there are
only two courses open to me: to ask for more funds to
continue the program as it is, or to direct the Secretary
of Agriculture to proceed administratively to reform the
program through changes in regulations.
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The first course is unacceptable to me because I believe
the taxpayers have waited far too long for reform of this
program. Therefore, since the Congress has not enacted
Food Stamp reform, I have directed the Secretary of
Agriculture to issue regulations which will set in motion
the reforms needed to eliminate abuses, control costs and
concentrate benefits on those truly in need.

Sincerely,

The Honorable Herman E. Talmadge G e
United States Senate
Washington, D.C. 20510
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THE WHITE HOUSE

WASHINGTON

Dear Congressman Foley:

I am deeply concerned by the failure of Congréss to
enact seriously needed changes in the Food Stamp
program.

Last October I sent to Congress legislation to reform
the Food Stamp program. My proposals were designed both
to concentrate benefits on those truly in need and to
correct the abuses and inequities of the current pro-
gram. Under my plan, 24% of the participants would
receive increased benefits. This represents nearly

5 million of our neediest citizens with incomes below
the poverty level. At the same time, overall program
costs would be reduced by $1.2 billion because most
abuses would be eliminated and those with incomes well 5
above the poverty level would no longer be eligible. s Fhag™

As you know, the Food Stamp appropriation passed by [
Congress in December clearly anticipated implementa- o .
tion of substantial reform. Indeed, that appropriation ﬁg P
bill contained the assumption that reform would take g
place promptly and therefore the amounts provided to

pay program benefits were reduced accordingly. With-

out action it is clear that the funds appropriated will

not be adequate to meet the costs of the program. But

no action has yet been taken by Congress to implement

real reform. Each day that goes by without enactment

of the reforms which I have proposed costs the taxpayers

more than $3.25 million.

My budget anticipated legislative reform action by

February 1, 1976. We have passed that date and time
is running out.

While statutory changes by the Congress would be the

most desirable course of action, we can no longer afford
to wait. Since the Congress has not acted, there are
only two courses open to me: to ask for more funds to
continue the program as it is, or to direct the Secretary
of Agriculture to proceed administratively to reform the
program through changes in regulations.
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The first course is unacceptable to me because I believe
the taxpayers have waited far too long for reform of this
program. Therefore, since the Congress has not enacted
Food Stamp reform, I have directed the Secretary of
Agriculture to issue regulations which will set in motion
the reforms needed to eliminate abuses, control costs and
concentrate benefits on those truly in need.

Sincerely,

The Honorable Thomas S. Foley
House of Representatives
Washington, D.C. 20515









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 WHITE HOUSE - INFORMATION

WASHINGTON

February 24, 1976

MEMORANDUM FOR: THE PRESIDENT ’ ;.’“‘*’b}\\
[y : 5 "é
FROM: JIM CANN _ - | 5)
‘,‘-;) x v
SUBJECT: Food Sta S

It is our understanding that the Senate Agriculture

Committee today reported out a Food Stamp reform bill
which:

1. Reduces program costs by an estimated $300
million as opposed to the $1.2 billion
estimated under your proposal.

2. Contains standard deductions of $100 and
$125 (for elderly) as does your bill but
also permits deductions of income and social
security taxes which your bill does not
permit.

3. Proposes a 27.5 percent purchase requlrement
as opposed to the 30 percent suggested in
your bill. This appears to be the difference
largely responsible for the substantlally
lower figure for savings.

4. Has a 30 day retrospective accounting period
as opposed to the 90 day period in your bill.

5. Endorses your concept of cut off of eligibility
when net income reaches the poverty level.

These are very preliminary reports and estimates. We will
keep you informed as this bill proceeds through the Senate.



THE WHITE HOUSE INFORMATION

WASHINGTON

February 24, 1976

MEMORANDUM FOR: THE PRESIDENT
. L

FROM: JIM CANN

SUBJECT: Food Sta

It is our understanding that the Senate Agriculture
Committee today reported out a Food Stamp reform bill

which:

1.

5.

Reduces program costs by an estimated $300
million as opposed to the $1.2 billion
estimated under your proposal.

Contains standard deductions of $100 and
$125 (for elderly) as does your bill but

‘also permits deductions of income and social

security taxes which your bill does not

permit.

Proposes a 27.5 percent purchase requirement  .~“rgs
as opposed to the 30 percent suggested in e AN
your bill. This appears to be the differencéy =4
largely responsible for the substantially v ;i
lower figure for savings. < Q/

Has a 30 day retrospective accounting period
as opposed to the 90 day period in your bill.

Endorses your concept of cut off of eligibility
when net income reaches the poverty level.

These are very preliminary reports and estimates. We will
keep you informed as this bill proceeds through the Senate.



U.S. DEPARTMENT OF LABOR
OFFICE OF THE SECRETARY
WASHINGTON

February 25, 1976

MEMORANDUM TO JAMES CANNON

Subject:

Food Stamp Regulations

Late yesterday afternoon (2/24/76) we were requested by
OMB to review a major revision of the current food stamp
regulations. These regulations attempt to implement
many of the proposals contained in the Administration's
food stamp legislative program. In the development of
that legislation we commented on certain provisions of
interest to this Department. We assume that this is not
the time to raise those matters again. However, there is
one issue raised by these regulations which was not dis-
cussed earlier and which is of such concern to us that I
want to bring it to your personal attention.

The draft regulations would make significant changes in
the current definition of the "suitability" of the jobs
which food stamp recipients would have to accept. Current
food stamp regulations define a suitable job to meet the
following criteria. The job must:

(1)
(2)

(3)

(4)
(5)

(6)

Meet specified minimum wage requirements;

Be at site at which no strike or lockout
exists;

Be suited to a person's physical or mental
capabilities;

Be within a reasonable commuting distance;

Be free of unreasonable risk to a person's
health or safety;

Not require, as a condition of employment,
membership in or resignation from a union;
and :



(7) Be in a person's major field of experience
g during the first 30 days after registration.
(Subsequent to the 30 days a person can be
required to take a job outside his major
field of experience.)

These criteria have been carefully developed over time
and attempt to strike a balance between the need to
ensure that recipients are not needlessly turning down
jobs without good reason and the need to provide recip-
ients some protection against unreasonable job require-
ments.

The current draft omits the last three criteria. We
object to this omission and urge that the current criteria
continue to be employed. We cannot support regulations
which give the impression, albeit through an omission,
that the government has downgraded the importance of a
healthy and safe work place and freedom to make a decision
about union membership. Substantively, we believe the
right of a person to refuse a job during the first 30 days
which is outside his field of experience strikes a balance
between the utilization of the training, experience, and
skills of a person and the need to ensure an early return
to a self-supporting job. The omission of these criteria
will raise serious questions by organized labor and other
concerned groups about the Administration's intent.

. Seypfetary of Labor
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THE WHITE HOUSE

WASHINGTON

February 25, 1976

MEMORANDUM FOR: DICK CHENEY

FROM: JIM CANNO e
SUBJECT: Countey Signiature of Food Stamps

We are aware of the problems that could occur in grocery
stores.

It is my understanding that this requirement will not
be in the food stamp regulations Agriculture is publishing
in the Federal Register.
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THE WHITE HOUSE

WASHINGTON

February 26, 1976

MEMORANDUM FOR: JACK KNEBEL
Under Segxetary of Agriculture

o

FROM: JIM CANNO

Secretary Usery registered his concern about the_food

EEEEB_Eggulations, and a copy is attached.

You and I should discuss Secretary Usery's comments
as soon as you have an opportunity.

R
< P

Y

Attachment

L WAL 55\

3




U.S. DEPARTMENT OF LABOR
OFFICE OF THE SECRETARY
WASHINGTON

February 25, 1976

MEMORANDUM TO JAMES CANNON

Subject: Food Stamp Regqulations

Late yesterday afternoon (2/24/76) we were requested by
OMB to review a major revision of the current food stamp
regulations. These regulations attempt to implement
many of the proposals contained in the Administration's
food stamp legislative program. In the development of
that legislation we commented on certain provisions of
interest to this Department. We assume that this is not
the time to raise those matters again. However, there is
one issue raised by these regulations which was not dis-
cussed earlier and which is of such concern to us that I
want to bring it to your personal attention.

The draft regulations would make significant changes in
the current definition of the "suitability" of the jobs
which food stamp recipients would have to accept. Current
food stamp regulations define a suitable job to meet the
following criteria. The job must:

(1) Meet specified minimum wage requirementé;' Q“€B?ZEK
Q -~ ‘-‘:
(2) Be at site at which no strike or lockout < EY
exists; _ \%L\hﬂazgy
(3) Be suited to a person's physical or mental
capabilities;

(4) Be within a reasonable commuting distance;

(5) Be free of unreasonable risk to a person's
health or safety;

(6) Not require, as a condition of employment,
membership in or resignation from a union;
and



(7) Be in a person's major field of experience

o during the first 30 days after registration.

(Subsequent to the 30 days a person can be
.reguired to take a job outside his major
field of experience.)

These criteria have been carefully developed over time
and attempt to strike a balance between the need to
ensure that recipients are not needlessly turning down
jobs without good reason and the need to provide recip-
ients some protection against unreasonable job require-
ments.

The current draft omits the last three criteria. We
object to this omission and urge that the current criteria
continue to be employed. We cannot support regulations
which give the impression, albeit through an omission,
that the government has downgraded the importance of a
healthy and safe work place and freedom to make a decision
about union membership. Substantively, we believe the
right of a person to refuse a job during the first 30 days
which is outside his field of experience strikes a balance
between the utilization of the training, experience, and
skills of a person and the need to ensure an early return
to a self-supporting job. The omission of these criteria
will raise serious questions by organized labor and other
concerned groups about the Administration's intent.

- Seyfetary of Labor
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TALKING POINTS

1. The President agrees with the viewpoint that
Congress should move expeditiously and accomplish
Food Stamp Program reforms through legislation.
Although the Senate Agriculture Committee has
reported a measure that acknowledges many of the
President's proposals it does not go far enough.
Also, it is not readily apparent that the House
will take similar action.

2. The President was faced with either asking
the Congress for additional appropriations for
the Food Stamp Program or immediately undertakina
the necessary reforms. This is because the Congress,
under the Supplemental Appropriations Bill for 1976,
reduced allocations for the Program by $2.1 billion
in anticipation of stronger regulatory reform.
In addition, the Committee allocated $100,000
of the FY 1976 appropriation for the specific
purpose of revising the Food Stamp Proagram regul-
lations.

3. The congressional expectation for the issuance of
regulations as well as the fiscal imperatives in-
volved necessitate immediate action on the President's
part to implement administrative changes. Nonetheless
the President believes it is essential for the Congress
to continue its efforts to pass the strongest possible
Food Stamp reform legislation.










THE WHITE HOUSE

WASHINGTON

March 2, 1976
(draft)

Dear Bob:

T have received your recent expression of interest

about the Food Stamp Program reform.
)

I agree with your view that the~Congress should move

ahead and accomplish Food Stamp Program reforms through
legislation. Although the Senate Agriculture Committee

has reported a measure that acknowledges many of the
proposals I had originally advanced, this unfortunately < F0Ro

does not go far enough.

o
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Under the current situation I am faced with either
asking the Congress for additional appropriations for
the Food Stamp Program or immediately undertaking necessary
reforms. This is bécauée the Congreés under the Supplemental
Appropriations Bill for 1976 reduced allocations for the

Program by $2.1 billion in anticipation of stronger regulatory

reform.

I have met with the Republican leadership of the House
and Senate on this issue but I would also be delighted to

confer with you if you believe the situation now warrants it.

Sincerely,
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Under the proposed regulations the registrant
must accept any offer of employment, not

just jobs to which he is referred by the Employ-
ment Service. Although, he can still refuse if
he can demonstrate he is "mentally or physically
unfit" for the job. Congressman W.R. Poage, one
of the principal authors of the work registration
requirement wrote the Department of Agriculture
expressing his view that consideration of health
and safety was not objectionable based on the
rule of reason.

Monthly reporting requirement

Currently, households can be certified eligible
for varying periods of time up to one year. The
proposed regulations would require all households
to report their income and other eligibility
circumstances every month. If all households

are included, States will have to process reports
filed by approximately four million households
each month. The Department received comment
letters from 34 States, none of which favored a
monthly reporting system for all households. Each
State said that the proposed system would increase
administrative costs to such an extent that they
would outweigh the reduced benefit costs that

come from assuring all changes are reported.

Also, HEW proposed monthly reporting for AFDC
households last August, but is withholding final
action pending the results of local tests. On

the other hand, monthly reporting and eligibility
determinations could discourage potential appli-
cants and thereby permit legitimate benefit re-
ductions without unnecessary procedural impediments.

As an alternative to universal reporting, the option
of exempting stable households from the monthly
reporting requirement at state option could be
permitted. Stable households would be defined as
those without any earned income and whose income

is received solely from AFDC, SSI, Social Security
or retirement income such as pensions and annuities.
All other households including any household with
earned income, would have to report monthly. We



estimate, based on September 1975 survey data,
that approx1mate1y 51.3 percent of the current
caseload has income from only one or a combination
of transfer and insurance programs. Such households
have few, if any, changes in their circumstances.
Therefore, if stable households were eliminated
from the proposed monthly reporting requirement,
States could be relieved of the increased burden
of processing numerous reports which would show
few if any changes. Stable households would

still be required to report when any change
occurred, and States would still have the added
administrative burden of processing monthly
reports from the non-exempted households.

In addition, 15 States currently plan to join in
a suit against the Department to enjoin the
implementation of final regulations. Significant
reduction of the number of households that musk <oz

Ra™
report monthly may mitigate their claims agaygét <f\
the regulatlons. z< B
RECOMMENDATIONS AND COMMENTS o /
S
Agriculture Concur. Department of Agriculture

supports restoring health and
safety suitability criteria for
registrant's employment, and also
that stable households be exempt,
at state option, from monthly re-
porting requirements.

Labor Concur. DOL supports restoring
health safety suitable criteria
for registrant's employment.

OMB Concur.

Congressional The changes would move away from

the understanding reached with
Senator Buckley and Congressman
Michel on these points. However,
Mr. Michel has been contacted and
has agreed to the proposal changes.



RECOMMENDATION

1.

T recommend that the degree of risk to a registrant's
health or safety be restored as a suitability criteria
when considering employment.
DECISION

Approve

Disapprove
I recommend that stable households, as strictly defined
above, be exempt at state option from monthly reporting.
Also, that following actual experience with a monthly
reporting system, you may want to reconsider this issue

and evaluate the need to extend monthly reporting to
the entire caseload.

DECISION
Approve

Disapprove
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‘From: Weekly Briefing Notes, April 29, 1976

*Since 1970, the“tota]yvalﬁéwﬁf*EOUpon§fiS§dédntdffEOd‘Sfagg'feéipiehtS’
‘has increased almost 1200 percent.

*The largest absolute numerical increase was registered from 1974

to 1975 when the total value of food stamp coupons rose over $2.4
billion.

« From 1969 to 1975, the portion of food stamp costs paid for by the
Federal Government has risen from 37.9 to 60.6 percent.



. C.1.7-Value of Coupons Issued to Food Stamry
Program Participants: 1961 to 1975 (

This Change Ch
’ Period Last"ger. Yea?rn‘ Ago
Total Value $7.14 N/A 51.0%
Billions Paid for by Participants £2.81 N/A 39.8% Billions
of Dollars Federal Subsidy $#4.33 N/A 59.2% of Dollaj
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e The average monthly “number] of participants in the Food Stamp Program’
has grown from about 50,000 in 1961 to over. 17,000,000 persons]in 1975.

s From 1970 to 1971, the average number of participants increased
from 4.34 million to 9.36 million, a rise of over 5 million.

*The preliminary estimate of 17.14 million persons who participated
in 1975 representsa 4. 28-million increase over “the 1974 total of.
12.86 million.



C.1.7—Average Monthly Number of Participant
“- - In Food Stamp Program: 1961 to 1975

This
Millions Period Lastml‘}er Ye al;'ango Millions
of Persons Number of Participants 17.14 N/A 33.3z  of Pe
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