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THE WHITE HOUSE

WASHINGTON

January 20, 1976

ADMINISTRATIVELY CONFIDENTIAL

MEMORANDUM FOR: JAMES T. LYNN
FROM: ‘ JAMES E. CONNORA
SUBJECT: Food Stamp Reform

The President reviewed your memorandum of January 3, 1976
and agreed to meet with the Members of Congress suggested in
your memorandumm,

Please follow-up with appropriate action.

cc: Dick Cheney
Jerry Jones T



THE WHITE HOUSE

WASHINGTON

January 8, 1976

MR PRESIDENT:

The attached memorandum was staffed to Messrs.
Marsh, Friedersdorf and Cannon. The following
comments were received:

Jack Marsh - '"Agree to meeting"

Max Friedersdorf - ''The Office of Legislative Affairs
endorses meeting with Members as recommended. "

Jim Cannon _  '"Jim Lynn is correct, the House Members
with whom we worked on the legislation have done
nothing to advance the President's bill. I believe the
President should:

1. Proceed administratively to implement reform
proposals,

2. Meet with key Republican and Democratic members
of Congress.

Jim Connor
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EXECUTIVE OFFICE OF THE PRESIDENT
OFFICE OF MANAGEMENT AND BUDGET
WASHINGTON, D.C. 20503

ACTION Y

— JAN 3 1976
MEMORANDUM FOR: THE PRESIDRENT
FROM: James ‘Lynn
SUBJECT: Food Stamp Reform
Background

On October 20, 1975, you sent to the Congress the National Food
Stamp Reform Act. Secretary Butz has testified (before the
Senate committee) and it appears that the Senate may mark up a
bill in January. There is no apparent movement in the House.

The budget decisions assume enactment of your reform proposals
by February 1, 1976, and accordingly we are showing $400 million
in anticipated savings in FY 1976 and $1.2 billion in FY 1977.

You will recall that last January we proposed to change food
stamp cost-sharing by requiring all participants to pay 30% of
their income for food stamps. The Congress reacted by passing
legislation freezing the cost-sharing provisions, which became
law without your signature. This legislative barrier to change
expires on January 1, 1976.

Possible Administrative Action

Action by the Congress on your supplemental funding request for
the food stamp program suggests the possibility of trying, once
again, to accomplish major food stamp reform through administra-
tive action.

The Congress reduced your $3.9 billion supplemental funding request
for FY 1976 and the Transition Quarter to $1.8 billion. 1In explain-
ing why the food stamp supplemental was reduced, Chairman Mahon
said: "...the food stamp program (which) was reduced $2.1 billion
because of carryover of fiscal 1975 funds, lower than estimated
participation, and in anticipation of the Department of Agriculture
issuing stronger requlations." (Emphasis added.)
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Furthermore, the Appropriations Committee earmarked $100,000 of

the FY 1976 appropriation, "...for the specific purpose of revis-
ing program regulations so as to minimize existing misuse and
unwarranted expenditures." (Emphasis added.)

Given these statements, the lifting of the legal barrier to
administrative action on January 1, the fact that funds provided
by the Congress are not sufficient to cover program costs for the
remainder of the year, and the lack of decisive action by the
Congress on the proposed reform legislation, we recommend a new
attempt to reform the program through changes in the regulations.

If you agree, we suggest you meet with Senators Scott and Buckley
and Congressmen Rhodes and Michel to get their views on this
approach. If there is general agreement, we would then work with
the Department to design regulations for your review that will
produce the savings anticipated by the budget decisions.

Attached at the tabs are:

A. The Congressional Record report of the Mahon and Whitten
statements on the supplemental.

B. The Appropriations subcommittee report on the food stamp
program.

C. A listing showing the changes proposed in the reform
legislation that can be accomplished administratively
after January 1, 1976.

D. A possible phasing approach to administrative reform.

E. The language of the bill adopted by the Congress last
February 5, 1975, freezing the regulations.

% Agree, I will meet with the Members.

/ / Disagree, no administrative reform attempt at this
time.
/ / Other, see me.
Attachments





















CHAPTER [

SUBCUI\IM,I'I"I‘EE oxN x\vGRIC(TLTURE AND REULATED ;\(;ENCIES
JAMIE L. WHITTEN, Mississippi, Chairman

GEORGE K. SHIPLEY, Illinois MARK ANDREWS, North Dakota
FLANK E. EVANS, Colorado J. KENNETH ROBINSON, Virginia
BILL D. BURLISON, Missouri JOUN T.MYERS, Indiana

MAX BAUCUS, Montana

OTTO E. PASKMAN, Louisiana
WILLIAM I NATCHER, Kentueky
BOB CASLEY, Texas

DEPARTMENT OIF AGRICULTURE
So1r. CONSERVATION SERVICE
WATERSIIED AND FLOOD PREVENTION OPERATIONS

The Committee recommends supplewental approprintion of $21,-
702,000 for emergency assistance to repair dimagze to watersheds as a
result of major storms which have oceurrved diving 1975 = proided
Ly section 216 of the Ilood Control Act of 1954, which were not cov-
pracd an Hha _':\x«r)_'n“h' f\lxlln.,!;\-,.;A-H;n;t <'n-_1] "1\ Tow 0451 ;‘_

The folowing wumounts are recommended by state to cover the un-
funded requests:

Alabama . ____ STLS, 000 Oregcon ... - 538, 000
Arkansas . 67,000 Pennxylvania 3, 000, 009
Connecticut oo 07, 000 Tennessee _________ 2,430, 000
Kentucky _ [ 239, 000 Wisconsin ________ SO 1, 159, G0O
Montana _ o o __ 7, 763, 000 o e s
New Mexico. oo 104, 000 Total oo ____... 21,702,000
New York_ . ____.___. 4, 621, 000

Foop AND NUTRITION SERVICE

In recommending an additional appropriation for the food stamp
=

program for that part of fiscal yvear 1976 from Febraary uniil
June 30, 1976 of $1.750,000,000, the Committee has made S100.000 of
June 30, 1976 of $1.750,000,000, the Committes has le 100000 of
such funds available onlv to revise regulations as authorized by
existing law, This should put an end to many existing violations. In
this connection the committee takes note of section 5(a) of the Food
Stamp Act which anthorizes the Seeretavy of \griculture to establish
eligibtlity standards and specifically provides:

* % ¥ participation in the food stamp program shall be
Hmited to those households whese income and other financial
resources are determined to be substantial Hmiting factors in
permitting them to purchase a nutritionally adequate diet,

Seetion 10(e) provides that the Sccretary must approve State
plans end speetlies:

(6)
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The State ageney of ecach State desiring to participate in
the food stamyp progran shall submit {or approval a plan of
operation speeifving the manner in which such program will
be condueted within the State * * *

and section 10(f) authorizes the Seeretary to withhold funds:

If the Seeretary determines that in the administration of
the program there is a {failure by a Stute ageney to comply
substantially with the provigions of this Aet, or with the
regulations issued pursuant to this Act, or with the State
plan of operation, he shall inform such state ageney of such
failure and #hall allow the State ageney a reasonable period
of time for the corveetion of such farlure. Upon the expiration
of such period, the Seeretary shall divect that there be no
furtherissuance of coupons in the political subdivisions where
such failure has occurred until such time as satisfactory cor-
rective action has been taken.

Section 11 authorizes the disqualification of retail stores and whole-
sale concerns under the following conditions:

Any approved retail food store or wholesale food concern .
may be dlw[h.ll][md from further participation in the fond
stamp program on a finding, made as speeified in fhe regula-
tions that such store or concern has violited any of the provi-
sions of this Act, or the regulations issued pursnant to
this Aect. Such disquaiification shall be for such peried of
fimp as mav he determined in accordance with reeulations

woied »u

qlmll be subject to review as provided in section 13 of this

Act.

In addition, other sections of the Food \ranm Aect, as amended. deal
with the authority of the Secretary to establish terms and eonditions
for participation 1 the program.

Therefore, 1t would scem apparent that most of the abuses of the
progran, which have been o widely reported. are snbject to action by
the Department. Soine ofiicials estimete that close to 1 out of every 3
food stamp dollars ave used mproperly. It '1pv'n wrissuance. lax regula-
tions, fraud. blackmarketing, ‘and loose el iibility standards may be
costing {1 billion per vear.

For example. testimony before ﬂm Committee reve fﬂod that under
existing regulations an ndividuad could own a 100,060 home and a
new 11’\11*\' automabile, but as long as he was unmnplm ed and had
less than \1..)00 in the ban he conld get food stamps: two airline
pilots with income in the 850,000 per vear bracket drew food stamps
during an airline strike: :md it was roported that in some States a
foud stanp casew orker must comrplete as many as a dozen different
forins in order te certify an applicant eligible under existing vegula-
tiorn. These aud similar cases could be prevented by a Chd’li‘:b in
regulations,

1t has also been veported that food stamps are widely used to pur-
chase liquor. cigarettes, hard drugs, or make installment pavments on

nt to \‘1\1!‘\ \/.i~ lnn arvan ot :H\.vn vivije ﬂh:,n
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television sets and other major items. 7'%7s would be greately reduced
through the countersioning procedire.

With regard to the (rnnplamt\ of 1==uance of food stamps to students
contrury to the intent of the act, the Comunittee ealls attention to the
following provision contained in the Approprintion Act for fiscal
year 1976:

Provided furiher. That no part of the fands appropriated
by this Act shall be used during the fizeal vear ending Jumne 20,
1076 to make food stamps available to any houschold, to the
extent that the entitlement otherwise available to such house-
hold is attributable to an individual who: (1) has reached
his eighteenth birthday; (i1) iz enrolled in an institution of
higher edneation: and (ii1) is properly ¢laimed as a depend-
oni child for Federal income tax purposes by a taxpayer who
1s not a member of an eligible houschold.

In this caze all that is needed is for the Departinent and others to
enforee the law.

It becomes evident that at least a billion dollars a vear could be
saved if the Department would change the regulafions and enforce
them. For the purpose of enforcement. the Committee authorized for
the fiscal vear the transfer of an o wdditional 86094000 to the [nspector
General. This is in addition to other enforcement activities.

The Committee repeats below the language which it reconmended
in the Conference Report {94+-523) on the tisenl vear 1676 bitl swhich
npprr\ln'i;\tnﬂ fimde for the anﬂ charan hieazram frr the frer cavon

S aaee B Y
miohitne G il vear 1evo uuu 101 UxL ll(l)l‘l[l()ll jus 11\1\1.

FOOD STAMP PROGRAM

The confereces are extremely concerned about the increasing
repmts of widespread irregularitics and abuses in the Food
Stamp Program, 1e>nltm{: m greatly inereased costs. Unless
this situation is corrected it could jeopardize the program.
"This eannot be allowed to happen since food assiztance to the
truly needy is an accepted responsibility. Numerous sngges-
tions have been made in vears past in an effort to morve prop-
erly supervise handling ot the program.

Under current 1"'<ru]anons of the Department of Agricul-
ture, the xempwnr upon 1\‘C(‘1})t of the coupons, must stgn his
name on the inside cover of the coupon book. Suech a proce-
dure aids m the recovery of Jost or stolen coupons, and the
Department should do everything possible to seo that this
vegulation is faithtully complied with at the local welfare or
other 1ssuing ofiices.

This regulation does not protect the program. however,
from various abuses such as black marketing, thet, and othm'
improper uses. The conferees are of the opinion that many of
these problems could be solved by the adoption of a sintlar

: 1(‘”‘11](1“011 requiring recipients to countersign cach eoupon at
thie time of swrrender for goods purchased in the presence of a
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‘respousible employee, of the establishment where food is pu
chased with such <‘oupon\. and such empioyee should 1mtml
such stamps as being signed in his or her presence.

This should be no more work for the local store than sone-
one cashing a personal elieck, and there should be no addi-
tional adimmistrative cost to the loeal or Federal governments,
If properly enforced. sueh a 10(11111(*11.( nt would help to pre-
vent the black market and velated abuses which appear to
exist. Tt would malke lost or stolen coupons more difficult to
use and would aid in prosecution since foreery would be in-
volved and appropriate penaities could be established for use
or acceptance without following in full the regulations,

Therefore, the conferees <t1011g,1\' recommend that the De-
partment adopt some such regulation o provide added pro-
tection for borh the legitimate recipient and the Iederal

Government. The Depurmvcnt 1s also requested to consult
with the appropriate Comnittees of the Longross on this pro-

posal and other means of tightening-up the administration
of the program =o as to preserve it for those who have a lval
need for such assistance.

These and other suggested changes must be made in the regulations
immediately if the program is to be preserved for the lonmnmte
l'ef'lplcnt The Cowamittee has earmarked %100, 00 of the fiscal vear
1976 appropriation for the specific purpose of revising program regu-
lations £o as to minimize existing misuse and unwarranted expendi-

tures. The Department has indicated its willingness to try te buvo‘
the abnzec in thig pramvam nndar aontral Tha e “¢“~,,\“L e .28

chould immcdiately sland tu tevise Loelr pmwdn;u: (o bring uiem 1
line with the law. Siice appreximately three months remain before
these funds are needed the Departient should have in full force and
effect sitch changes and revisions as are necesgary on or before Febru-
ary 1, 19¢6 In view of this. the £1,750.000,000 recommended by the
001111111ttce. together with carvyover funds, should provide for the
program level contemplated b\' the Congress for hseal vear 1976,
Available also is the £3.433.,000.000 .1pp10lm ated by Publie Taw
04-122 for the period June 30, 1075 to Januar v 20, 1976, and approxi-
mately €586,000,000 in unobhmxted funds carried over from fiscal year
1975, Testimony before the Committee revealed that the Admninistra-
tion’s request was overstated due to the recent decline in program par-
ticipation, because of improvements in the cconomie condition of the
Country as well as tle availability of carryover 1975 funds which were
not anticipated at the time the request was prepared. Therefore, the
Committee is able to recommend a reduction in the fiscal year 1476
request of $1,387,095.000.

With the new regulations, the $£1.039,117.000 previously appropri-
ated for the transition period. 1)]115 carrvover funds. should be
adequate. Therefore. the Committee does not reconumend the appro-
priation of any additional funds for the transition period at this time.
Should a need develop, the matter could be dealt with in subsequent
appropriation bills.

H, Rept, 94-645 ~ = = 2






National Food Stamp Feform Act of 1975

Major Components

1.

Replace all itemized deductions with a
$100 standard deduction, and an extra
$25 deduction for households including
an elderly person.

Raise purchase requirement to 30% of
net income after deductions. '

. Remove guarantee that bonus benefits

will not fall below stated amounts
{minimum bonus) for all except one-
person households, which has the
same effect as removing categorical
eligibility.

Provide three-month retrospective
accounting instead of one-month
prospective.

Limit eligibility to families with
net income after deductions at or
below the poverty level.
Tighten the assets test.

Determine the allotment by the
Thrifty Food Plan.

Fcssible
ky Regulations

ves

yes

yes

yes

yes

yes

yes

Comments

All major proposals delete itemized
deductions. Three major proposals
provide standard deductions, and
some leave deduction of payroll
withholding as a work incentive.

All major proposals raise benefit
reduction rate tc 30%.

A1l major proposals move toward the
removal of minimum bciius. All major
proposals eliminate categorical
eligibility.

Legislation not requested for this
action--will be done administratively



Minor Components

Work Requirements

. Lower work registration age
to 60

. Mothers with children above 5 yrs
. Addicts and alcoholics

. College students

Tightened Administration vs.

Recipients

. Reguire photo I.D.
. Reqguire counter-signature on
individual coupons.

. Delete household eligibility -
"economic unit"

. Delete narcotic addicts of alco-
holics in residential institutions

Lump~-sum retroactive benefits

. Tax dependency

. Prohibit alien eligibility

Possible by
Regulations

o

Vs

Ho

HNo

o

Yoes

To
No

Comments

Currently mandated by law

Current law contains nro
prohibition

Currently prohibited by law

Currently in law but only
in approvriation language.

Requires specific leg. auth.



Minor Components

. Provision of recipient information
. Establish minimum age

. Property transfer

. Delete in-kind housing

. Eliminate variable purchase

. Verification of earnihgs

. Recipient claims

Changed Federal and State Adminis-

tration

. Dual commodity distribution (bar
simultaneous receipt)

. Mechanical disaster

. Optional public assistance
withholding

. State agency accountability
. Outreach.

. Civil money penalties

. Lower misdemeanor penalty

. Payments for state administrative
costs

Possikle by
Regqulations

Ne

Nc

No

Nc

Nc¢

N¢C

No

No

Comments

Requires specific leg. auth.

n " "

Currently mandated by law
" " "
No authority in current law

Clarification of responsibility

Currently mandated by law

" i 11

(1] n "

Currently in law
No authority in current law

Requires clarification of
legislative authority

Currently in law






Plan for Phased Administrative Reform

Tentative Plan

There would be five phases, each designed to combine limiting
and liberalizing provisions. Regulations would be published
at one-month intervals, beginning in January, with the period
for comment set at 30 days or more. Final regulations should
allow approximately two months for State and local implementa-
tion. Modifications to this initial plan would reflect public
comments, legislative action, and new data.

Phase I - Major Benefit Reforms

Replace all itemized deductions with a $100
standard deduction and an extra $25 deduction
for households including an elderly person.

Raise the purchase requirement to 30% of net
income after deductions. ‘

* Femove the guarantee that bonus benefits will not
¥fall below stated amounts (minimum bonus) for
&ll except one-person households, which has the
same effect as removing categorical eligibility.

These changes would greatly simplify eligibility and benefit
calculations, thereby reducing State administrative errors and
limiting eligibility of nonpoor. Each of these changes was
proposed in your National Food Stamp Reform Act. See Tab 1
for a comparison of the provisions with other major bills.
Approximately 2 million households would gain benefits and

2 1/2 million lose some or all benefits.

Estimated net savings: If States implement the changes by
March 30, $300 million in FY 1976 and the TQ, $600 million
in FY 1977.

Phase II - Limiting Eligibility and Work Incentives

* Limit eligibility to families with net income after
~deductions at or below the poverty level.

'* Possibly allow the working poor to deduct mandatory
payroll withholding of Federal income tax and FICA
contributions.
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This would further limit benefits to the needy and could
strengthen work—incentives by treating working and non-working
families comparably with respect to effective income. Separate
estimates of impacts are not available. Estimated net savings:
none.

Phase III - Tighten the Assets Test

Tighten the present assets test consistent
with other programs such as SSI.

This would further tighten access to the program by eliminating
applicants with multiple cars, expensive homes and substantial

personal property (e.g., boats, recreation vehicles). Data to

estimate impacts or savings 1s not available. :

Phase IV -~ Count Actual Prior Inccme

In lieu of estimating future income base
eligibility on actual income over a three-month
period.

This would streamline present cumberscme, inaccurate and
fraud-prone methods of calculating income. HEW estimates
approximately 1/2 million households would lose some benefits.
Estimated net savings: If the tates implement the changes by
June 30, $100 million in TQ; $500 million in FY 1977.

Phase V - Other Components of Administrative Reform

* Require photo I.D. and countersignature on
individual coupons.

Tighten administration in five additional ways
by regulation.

This would complete the administrative implementation of the
provisions of your National Food Stamp Reform Act of 1975.

Other minor simplification provisions in your bill require
legislation (e.g. civil penalties, dimination of special
treatment for alcoholic, addicts, and students). Savings
associated with these changes are not believed to be significant.






Public Law 94-4
94th Congress, H. R, 1589
February 20, 1975

An At

To suspend increases in the costs of coupons to food stamp recipients as a result
of recent administrative actions.

Be it enacted by the Senate and House of Representatives of the
United States of America in Congress assembled, 'That, notwith- Food stamp
standing the provisions of section 7(b) of the Food Stamp Act of coupons,
1964 (7 U.S.C. 2016(b)), the charge imposed on any household for a Cost increase,
coupon allotment under such Act after the date of enactment of this SUSPension.
Act and prior to December 30, 1975, may not exceed the charge that ZOtliSC 2016
would have been imposed on such household for such coupon allotment ‘
under rules and regulations promulgated under such Act and in effect
on January 1, 1975, ’

[Note by the Office of the Federal Register.—The foregoing Act, having
been presented to the President of the United States on Friday, February 7,
1975, for his approval and not having been returned by him to the House of
Congress in which it originated within the time prescribed by the Constitution
of the United States, has become a law without his approval on February 20, - —
197< 1 .

LEGISLATIVE HISTORY:

HOUSE REPORT No. 94-2 (Comm. on Agriculture).

CONGRESSIONAL RECORD, Vol. 121 (1975):
Feb. 4, considered and passed House.
Feb. 5, considered and passed Senate, in lieu of S. 35.

WEEKLY COMPILATION OF PRESIDENTIAL DOCUMENTS, Vol. 11, No. 7:
Feb. 13, Presidential statement.
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