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GAOQ FOOD STAMP SEMINAR

This document is a companizn to GAO s staff study,
"Identificaticn of Food Stamp Issues®, 05¢-76-10. This
revort consists of a transcript of five views of the
fcod stamo procram presented at a one day GAO seminar on
July 16, 1975.

As part of a general analysis of food issues in 1974,
we noiiced that the food stamp program was rapidly increasing
ard were concerned that an increasing segment cf our pcpula-
tion was having difficulty in obtaining adequate food. As
we anelyzed the implicetions and causes of the expanding
program, it became apoarent that the root causes were
located in rapid food inflation, increasing unemployment, and
decreasing real income. The importance of the food stamp pro-
gram to meet income security objectives has taken on expanded

significance in thz current state of the economy.

The GAC Focd Stamp Seminar was conducted to provigde
various expert wviews on the food stamp program, its purposes
and its problems. As a result of the seminar and additional
investigation, GAD identified the important food stamp issues
discussed in de%fail in its staff study.

Crganization

The transcript is organized as was the seminar: three
presentations followed by a discussion period, then two addi-
tienel presentations followed by a final discussion period.
The presentations have been lightly edited by the speakers‘
przmarlly grarmatical changes and the correction of some mlnor
Zactual inaccuracies, . -

The discusszion period has been more heavily edited--with
some guestions and answers deleted. As with any discussion

-period, many questions and some responses were- rambllng and

repetitive. These sections have been tightened up to improve
the flow, but not at the expense of altering the thrust of
the gquestion or the response.

Speakers

P &
<

Gilbert Steiner--Mr. Steiner is D.rector of Governmental
Studies at the Brooking Institute and has long been noted as
an observor of the welfare scene, including such publications
as Social Insecurities: The Politics of Welfare and The
State of Welfare.
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Mr. Steiner is the author of numerous. other publications
and is currently working on a book, The Children's Cause, a
study of federal policies towards chilaren's welfare.

Jodie Allen--Ms. Allen is Vice-President and Dirzctor
of Policy Studies at Mathematica, Inc. She has directed a
wide variety of projects in the field of social welfare and
has done exztensive exploration of food stamp reform possi-
bilities for USDA and the Congressional Research Service.

Ms. Allen is responsible for implenentation and develop-
ment of 2 food stamp model for USDA that will allow analysis
of modifications to the program.

Bennett Moe--Mr. Moe 1is Executive Director of the Com~-
mission to Review Public and Social Services of Los Angeles
County. HMr. Moe holds this position while on leave of ab-
sence from Rohr Industries.

Mr. Moe was a member of the commission that developed
California's Blueprint for Kational Welfare Reform and is

currently directing a total management survey of the Los
Angeles County Public Social Service Department.

Kenneth Clarkson--Dr. Clarkson is Professor of Economics
at the Center for Studies in Law and Economics, University of
Miami. Dr. Clarkson has written widely in the field of
economics and has recently authored Food Stamps and Nutrition
which examines the failure of the food stamp program 1in
meeting its dual goals of increasing farm income and improv-
ing the nutritional level of its recipients.
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Joe Richardson--Mr. Richardson is a social science
analyst in the Education and Public Welfare section of the
Congressional Research Servi-e, Library of Congress.
Mr. Richardson is responsible for .handling Congressional in- .., ¢ (o
guiries about the program, preparing legislative background . o<F -
material and developing CRS issue papers.
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MORNING SESSION

GILBERT STEINER

I'm not entirely sure why I won the prize (for speaking
first}, but so be it for whatever reasons, since I'm not, as
Sam Hughes will tell you, a modest man by nature.

One of the reasons that I'm less surprised than I might
ke is that people who were setting this up knew that I would
get off to a rousing start, that mrost of the crowd here will
be talking about food stamp fraud, about excluding students
or ircluding students, about purchase requirements, akout

who should nay the certification cos!s, and whether the

certification costs are excessive or not.

What are food stamps?

I'm not going to talk about any of those things. I
think I have the privilege of beginning this show because 1I'm
going to talk about the fact that I find food stamps to be a
lcusy idea to begin with.

I find them iilogical, inconsistent with more funda-
mental public welfare policy, and I find them rather rapidly
becoming an excuse for failure to tend to the complex
problems of income maldistribution.

Let's begin by understanding what it is we are Jfiscuss-
ing. The food stamp program is a public relief prog.zm--
fede-z2lly run, nconcategorical--with benefits related to in-
cone and to family size.

Its users, however, are encouraged to believe that it is

.- not a welrare program. We are:alreadv in trouble. You will.
> .note, by the way, that-on‘the food stamp issue paper that has

been made available in the kit we all own today, the authors
had some troubles deciding what kind of a program we are
talking about.

The third paragraph begins "Because of the program's
rapid growth and because it is a 'welfare' program * * *"
which I take it means that whoever put this paper together
could not himself or herself quite decide whether it was a
welfare program or was not a welfare progran.

And, as I suggested to you a moment ago, that, I think,
is the becianing of trouble.

sl
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Cuery: 1if it is not a welfare program, what is it?
It's not social insurance. It's certainly not a numbers ganme
with an insured payoff. 1It's not roulette. It's probably a
walizre program.

The related questicn then is whether it's desirable to
disguise a welfare program so that its beneficiaries and the
public are both trained to think of it as something else,
although it's not clear what it is they are trained to think
of it as.

And I have not made that dp out of whole cioth. A
couple of vears ago, when J was putting together a chapter on
food stamps for my welfare book, I did 2 nonsystematic, non-
scient:ific, but satisfactory kind of sampling, of some people
around the country who presumably were concerned about food
stamps and who had attitudes and approaches toward the
character of the progran.

At that time, which was only a couple of years ago, the
House Agriculture Committee called it a welfare program; the
enabling statute called it a welfare program for the purposes
of budget presentations.

On the otner hand, the Director of the District Depart-
ment of Public Welfare said it's not welfare in the sense
that the term is usually used.

The Director of the Cambria County, Pennsylvania, Board
of Assistants, whom I dug up without trouble, while delighted
with food stam;s, claimed that his personal opinion is that
it's an agriculture program and not a welfare program.

Califeornia‘'s then-Welfare Director said, "The rood
stamr orogram is not considered to be a welfare program."”

C
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hell we can't have a pkogram ‘that in California is not °

consicdered to be a welfare program and in Cambria County,
Pennsylvania, is not considered to be a welfare program, but
in the House Agriculture Committee it is considered to be a
welfare prograa, runnlng along w1thout some trcubles.

0

3

And the troubles cLearly ‘are more than those hav1ng ro
do with how you characterize a particular program. It is
beyond nomenclature.

It srrikes me that the particular reason that it's not
desirable to disguise a welfare program so that its bene-
ficiaries and the public paying charges both think of it as
something else, are encouraged to think of it as something
else, the objection to that is it reduces the incentive for



peopie who are able to break away from the program to try
toc do so.

It reduces the public interest in the program, reduces
the con~ern for and the public's ability to calculate the
costs ard benefits of the program, and, beyond that, it's
unfair, I believe, to other welfare programs.

Moreover, if we don't know how to classify the prodgram,
how on earth can we go about evaluating it? Who will know
whether it is functioning satisfactorily or whether it is
meeting its objectives if we don't know whethcr those ob-
jectives are welfare objectives or other kirds of objectives?

In essence, I think it does not badly overstate it to
raise the guestion as to whether we are spending $5 or $6
billion a vear on horses or on apples and whether it doesn't
make some difference as to whether thay are horses or apples.

Focd stamp equity

A related concern, given the definitional problem and
classification problem, has to do with equity. I believe
equity is a matter of considerable importance.

As long as food stamps are officially nonwelfare, the
presumption is going to favor the applicant. Deductions to
establish eligibility are likely to be relatively generous
and, most important, use of the program is going to be en-
couraged not dlscoLraged

o

o
* call your attention to the fact that in 40 years of
categorical assistance under tne Social Security Act, I
think none of us, even o0ld men like Sam Hughes, have ever
seen:in streetcars pr buses big ads encouraging you to run

o

.

‘dowhh to the Welfare.Offic¢e-and apply for AFDC. ¢ .8 . 8 ° «

~

Food stamps, on the othe. hand, have become a subject
of ads. We are encouraged to use USDA food coupons. Ii'm
not against that. I believe very strongly in the desira-

© bility of redistributing Amelrica's largesse,

¥ d¢ think, however, that the fundamental inequity can
provose some troubles. Moreover, if we are dealing with a -
nonwelfare program, as is the case apparently with food
stamps in this incarnation, there is inequity in the treat-
ment of food stamp recipients and other kinds of welfare

-recipients—-what I call harassment to beneficiaries.

Some of you will call it careful investigation of
eligibility. We don't have to guarrel about that. It comes
out the same. ’

"
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But what I call harassment of beneficiaries—--work tests,
work incentives. locator services to find fathers, and payroll
deductions against deserting fathers--does not become part

of the food stamp apparatus, presumably because it is not a
welfare apparatus.

They are routine parts of a welfare apparatus. The
peint, of course, need not be overdevelopad. I like the
notion of 2liminating harassment. I like the notion of
encourzaging use of the program, rather than discouraging it.

I like relatively cenerous deductions. I like the pre-
sumption in favor of the applicant.

It seems to me, nowever, that all of these things do
mamm v mm e ormmwey S S

£ af e . S sy
proauce *ucuu;u=ca for the relief client who can't or won't

use theze stamps, but is dependent on, if vou wlll forgive

ma, horagt~to-God welfare nrograms

sass TS Tuth WO ALlQOT pMaUgatuauces

Jozn F. Kennedy said, "Life is unfair." 2nd, I suppose,
that is one of the lesscns that we must draw from this situa-
tion, but it doesn't really mean that it's a situation that
has to ze perpe‘"ated and that the inequities should be
shrugged off and that we should conclude, “Oh, well, we do
have a multitude of programs and a multitude of purposes and
we <D what we can, aroundéd the edges of the one that exists.”

Food stamps actually exist nov., as a conseguence, I
believe, of a series of accidents anyway. They exist because,
as some of you will remember, Paul Douglas’ Depressed Areas
Tas.: Force recom=mended in 196C-61, just after the election
and befcre John Xennedy's inaugquration. an improved surplas
food distribution program in é¥itressed areas.

Fcod stamp recommeadations,.interestingly enoughf?did
not come through Wilbur Cohen's Health and Social Security
and Welfare Task Force It came through Paul Douglas'
Economiczally Dep:essea Areas Task Force.

The proposal had to do with a recognition that surplus

_ foods should be distributed more satisfactorily, and tne

recognition that some foods not in surplus were also needed
by some of West ¥irginia's depressed population in order te
provide a minimum balanced diet.

’ Douglas' Task Force accordingly suggested both executive
and legislative action teo develop the food stamp plian,
initially on a pilot basis in the areas of greatest need.

President Kennedy, wihile still in the Senate, had of-
fered a food stamp bill himself in 1959, With that kind of
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background, the Department of Agriculture felt impelled to
move quickly to put pilot projects in place in eight areas.

And, given the fact that the President had before his
election committed himself to the desirability of food
stamps it comes as no particular surprise that the pilot
program was judged a success.

I call your attention to the fact that the very first
rationale for food stamps stemmed really from a maturation
of the surplus focd program and the paradox of surplus food
and hungry people.

Now, however, we've come to the point where we have just
hungry people, not surplus food, but we have the same food
stamp program, which means that we have built on what, in
essence, is a house of cards.

I'm concerned, az I suggested toc you, about food stamps-—-
not because they're too expensive, that is to say, that the
national bill is too high. I will leave that issue of cost
purchase requirements to my friend Jodi Allen and ¢.hers
who have been laboring over this gquestion more intensely than
I. .

I'm not concerned about the total bill, the $5 or $6
billion a year. I'm not concerned about food stamps because
they do or don't improve nutrition. Mr. Clarkson will have
something to say about that.

"I'm concerned about them because cf what I regard as a
philosophical issue which translates into rolitical, social,
and psychological flaws in the program.

Political flaws “%7- -

«© o <o
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Politically I find the program flawed because it is
an attempt at a targst population that's identical to a pre-
existing program, but has a separate administrative apparatus,
a separate channel for congressional consideration, including

"separate Appropriations Subcommittee consideratioms. - - o o0

I need hardly call your attention to the fact that the
Department of Agriculture administrators are not chosen
because of their familiarity with, sympathy for, or interest
in the food stamp program, nor should they be.

Nor do members of the House and Senate Agriculture Com~
mittees asvire to membership on those committees because of
their interest in and long attachment to the food stamp pro-
gram. Some have developed it, but that's an accident.

:°9 o
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The Aporopriations Subcommittee and the Department of
Agricuiture clearly are not populated by peonle who have been
interested through the years in the cost of food stamps.

Beyoné that, however, the logic of the thing strikes me
as being difficult to absorb. To separate food stamps for
pclitical consideration from the generality of public assist-
ance programs under the Social Security Act strikes me as
comparable to separating elexmentary education from secondary
education and the consideration of education activities
through the congressional apparatus.

Now some will argue that it's desirable to have things
this way and, indeed, one of my most ncrmally clear-thinking
collexgues at the Brockings Institution--some years back an
economist--argued te me that the multiplicity of programs in-
creases the total transfer to the poor because it brings some
political allies cn board who would not otherwise be there,
aad because it hides from the average congressman the true
magnitude of the transfer.

That is to say, that we do well keeping food stamps
separate, because those dullards downtown will nct become
aware oI the fact that they are moving $6 billion to the low-
income population through this mechanism.

On the one hand, you can place that argument on the tablé
and see whether it can stand up against the proposition that
there really is no such thing as hiding the true magnitude of -
the transfer, but there is only a way for policy-makers to
avoid facing the fundamental question of whether their pro-
gram is getting th~ job done or whether they have to go bhack
to the drawing baards.

© o
3

<~ znd it seems<to me znescapably true that what %he g%owth
of the Zood stamp program has done is to make it easier for
policy-makers in Ways and Means and in Finance and in OMB and
in the tcmestic Council to avoid facing the question of whetlier
we can continue with what remains of public assistance under
the Social S=zcurity Act, or whether they had better stay at
the drawing boards.

“And I am not cheered by what I understand is the dimin-
ishing importance of the Office of Income Security Program
in HEW, and the many sugg2stions that there is no disposition
to go back to the drawiag board but to take things as they are.

I have a second political objection to the food stamp
program; notably that ‘t divides and thus weakens the hene-
ficiary population politically.

o
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By making food stamp users a separate and gen<rally vre-
“erred class of w2lfare recipieats, the totality of welfare
recipients 1is fractured.

The needs and gecals of food stamp users, based on
slightly different entitlemenf standards, arzs not necessarily
identical to the needs and goals of the AIDC population or

the general assistance population.

2s a conseqrance, racher than public assistance bene-
ficiaries--whe’aer they are food stamp beneficiaries or AFDC
beneficiaries--eing able to merge and to present thei: view-
point, what happens is that two vi wpoints are pra2sented.

if youa will, the AP of L and the CI0O, rather than

; and =tudentc of lcbor history will remember that

the ! fcucruuuu -L:: a ﬂUUu Jt:c.l. more LJUL""U.L a.uu DQLLD‘

factory a spokesman for organized labor than were the two .
separate groups.

It
the: AFL-
T

In this connection, I fhink it's noteworthy that there
is no food stamp lobbyist from among the recinient group.
Whatever changes occur in the program are imposed changes,
likely as not tc e decided upon by an OMB ana'yst or in re-
sponse to pressurs perhaps in the Community Nutrition Insti-
tute, whose peopi=2, by the wav, didn‘t do so well when they
ran the program im the last administration, or decided upon
by some other surrogate lobby.

T don elieve that a program can be politically viable o
without participation and critical review by the target popu-
lation ard I call your attention to the fact, for example

that we don't amend Medicare without hearing from spokesmen

‘for the aged.

I don't bel

. e .o a ot T e ~ : San . PO
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T find it un;atxsfactory that w2 proceed to mess around

with food stamps in the absence o0f working towards the organi-

zation of fnod stamp keneficiaries to present their viewpoints.

& 0
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.S>cial Flaws . R R e

I think the program is socially flawed in @addition to
being politically flawed-—-socially flawed becauce it is
socially divisive.

The fundamental assv o>tion of the American relief system
is that security will be assured for those who cannot provide
for themselves for reasons beyond their contrsi--old age,

disability, blindress, unemplcyment, and the death or absence
of a punitive father.
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Those categarical aspects of public assistance have been
unchanged for 40 yvears and that syster 1is cash-based and cash-
vased out of Ingic; the legic, or course, being that those in
neea for reasons beyond their own control should not be markegd,
but rather, once their eligibility is established, they shnuild
be indistinguishable from the generality of the population.

The proposition, of course, is that a mark is a form of
social punishment and one does not impose a punishment on
persons whose actions are beyond their own contrcl.

Food stamps move in the opposite direction. They create
a marked, identifiable, separate class. It'‘s a scarlet letter
marking a distinct social class of relief beneficiaries and
it's a separate class that exists because of ineguities in
the public assistance system and inadequacies in the way it
is structured, not because beneficiaries have transgressed
the laws of God or the laws of man.

And now to the separate mark of the stamp. The progranm,

under increasing stress, adds a new socially divisive element--
certification delays, gqueues, long lines.

So we are faced with this con’radiction again, presumably
a nonwelfare program chat people are encouraged to use, which,
towever, delavs, establishes gqueues, f£inds it impossibkle to
meet the demands of its population, and becomes more and more
like ASDC in this connection.

Psychological flaws

Finally, I am disposed to argue that the food stamp pro-

f:gram is psychologically fiawed. .The basis for the program ° - .

must be that poor pecple don't get enough to eat.

It is not alleged that this results from the poor use of
available money, but the ar"ument goes that it-results fra

¥ T X .;
inadeguate amounts of money, R S n;é:& s “r
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Our gecal is to improve nutrition of recipients by facili-

tating their access to food. HNow, the easiest way to get
food is to go to the grocery store and buy it.

The food stamp program 1mposes a psychologlcal barrler.

It becomes first necessary to buy stamps, then use the stamps
to buy food.

I've wondered freguently whether Eastern Airlires decesn't
have  >mething to teach us in this connection.
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They sell more tickets to New Yorx by eliminating tne
advance ticket purchase or reservation reqguirement, having
concluded that that's a psvchological barrier.

They sell more tickets to New Yorx on their shuttle than
American Airlines ever dreams of sellinrg on their scheduled
flights.

And it strikes me that the same proposition nolds true
in connection with the likely use of resources to acquire
what is presumed to be a necessary element--foed.

The easier it is to achieve access to it, the more likely
is it to be accomplished.

e
of food stamps, I beli ieve thelr use woa’d increase and the
same argument would hold true of the use cf stamps by the
working poor, if direct cash payments wvere substituted for
stamps.

In short, psychologically, I believe, the nutrition goals
of food stamps are in conflict with the irpediment to natural
porocesses inkerent in the whole food stamp transaction.

Why do they persist?

I've been on good behav.or and I've said nothing of
administrative issues and administrative troubles. I won't,
but you must allow me a foninote.

Lixty percent of stams users are public-acsistance clients
fo: whom eligibility presumably oresenis few problems, but 40
percent are not publiic assistance clients and the separate
certification and ver.fication procedures are absurd.

oo lnay re absurd;because after 40 vears Qi‘oubglc assist- .
(anbe, we're gettlng‘a handie on certifving welfare clients, °
and just as we're getting a handle on how to simply certify
welfare clients, we are starti=5 all over again with a whole
new set of problems of trying tu simplify certification for a
different group under a different set c¢f circumstances and
‘considerations., o - L. L ° . e

Those of you who have seen the irrefutable logic and
wisdom of what I've been saying for the last 15 or 20 minutes
will turn to me and say, "All right, wise guy, why do food
stamps persist in the face of all this?"

The answer, of course, is that food stamps persist be-
cause they do have a remarkable pol .tical staying power; a
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l'tical staying power that I believe is attributakle to the
riage of stern- awed types like Leonor Sullivan aznd lese<

LQgT A awngcls Lypts fAAT LCLNLL < w&al -

po
mar
stern-jawed types like George McGovern.

But the wrono cuzstions are asked on hoth sides about
food stamps. Those who are nct part of that marriage, like
the Secretary of Agriculture, would be disposed to ask, why
shounld the Department of Agriculture be saddled with the food
stamp progran?

al Tv a1 A ~A e
Y lULLbJUD

n or McGover 1 as shou a
beneficie ries be saddled with the Derartment of Agriculture?

23 ¥ .,,L\.- 1
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Neither seems to me to be the right question. fThe right
guestion must be, why, after all, should we have a second
curre.:cy that is entirely out of line with our fundamental
theory of cash benefits under a public assistance program?

The only answer is that it's politically expedient to
have that second currency. I think the fundamental questions
*0 be askad are: Would it be hetter if the costs of turning
noney into food stamps and then into food and then into meney
again were calculated and laid out for consideration?

Would it not be better if the inequities between stamp
and nonstamp users were calculated and laid ocut for considera-
tion?

Would it not be better 1f we undertook systematic xIurveys
on preferences betweer cash benefits and food stamp benefits?

In short. my message is a simple one, that food stamgp
‘benefits ha're become a -convenience for Qor-va‘l-:ry Butz and.
that they provide him with an occasion for complaint about

what has happened to the resources of his Department.

c They -are .a convenience for Senator-McGovern to provide

%him with a political platform; and they are not a convenience

for the millions of beneficiaries of the program: and they are
totally inconsistent, in my judgment, with everything we have
been trying to do thrcugh the years in improving the character

~E Lt seeictaneo
of public aaa;ataubc.
’ . ° lab > “ " . A o e ' : e >" °

o That's all. ’ . : 0 “ oo o
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JODIE ALLEN

What I'm going to try to do is to lay out the parameters

of the arqgument and suggest a series of possible reform alterna-

tives which move along a spectrum from minor changes, mavbe
tightening up, to radical restructuring or even elimination
of the program.

I think though tvhat ve have to star off in talking
about food stamps now, by rewlizing why we're all talking
them.

Why the debate over food stamps?

A vear ago no one paid any attenticn to the food stamp
pPrusTa, to speak of; except Mr. McGovern and his staffers.
low suddenly everybody is talking about it, and what has
changed?

Well, what is changed is simply that the food stamp pro-
gram has grown tremendously in the last vear. Between April
of '74 and April of ‘75 caseloads Jrew about 22 percent.

In December zlone, over a million people came on the
rolls and several hundred thousands have continued to come on
the rolls each month since. A colleague of mire has suggested
facetiously that what we may be in tha middle of is a "food
stampede"” which might turn out to be even more exciting than
the "welfare explosion™ of the sixties.

It's just no* who is on already that's frightening to
some people, but who might come on. Most of the estimates
that ‘have been done show that even with the almest 20 million

‘participants on the rolls now, this may be as little as a

half of those who are actually eligible for the procram.

And, as is always the case, a sudden growth in a program

brings it to the attention that it probably always deserved. o;‘

This was true of AFDC in the sixties. It was true of social
services.

Now the questicn at this point, of course, is does it h
. make sense to let the program gc¢ on growing in its present

form? Does it make sense to serve maybe 'a quarter of the
total population in a needs-tested, earmarked in-kind pro-
gram? Or should the program be restructured? Should it be
restricted? Or should it simply be abolished in favor of a
cash program?

11
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. %to support this arguwment -in the Gary income maintenance

Food stamps have a wide appeal

Now as Gil has pointed out, the controversy over food
stamps makes strange bedfellows. It realigns many of those
who would normally be classified as simply in the liberal
or conservative camp.

o T o .. S T T U QORI b I3 IO, R 7Y
Ul Lne vne lidrna, you HGVC a .Ld.Lst? YLoup U.L il als Wil

19
favor food stamps arguing that its main advantage is that it
does focus on the nutrition problems of the poor. Nothing
is more basic than hunger, they say, and tbey feel that the
crusade for food stamps could turn out to be a good vehicle
for creating a new unity among the poverty forces. i

But the focus on food proviczd by the food stamp »rogram
also appeals to conservatives since recipients have to pay.
something for the food stamps and since presumably tpis as-
sures that the money handed out goes for food and not for
cars, color celevision, liquor, or whatever.

noge who favoy the

LaalloT WL LoVl

erred by many poor

-+

Now another argument put forward
er a ment put rorwara

food stamps is tha t ood stamns are pr
families themselves to cash transfers.
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They argue that ilower income families regard the stamps
as less stigmatizing than cash welfare, and this is supported
somaewnat by our analyses which show that in the Midwest areas--
where there is relatively low participation among eligibles
in cash welfare ﬁ'ograms—-participation among food stamps is
T

—d & T
at the same levels as it is in the Northeas cash

velfare programs are more popular.
Peoole also contend that purchase requ1rements bu1lt into
the Food Stamp Program is a protection for the poor against
their own poor budgeting habits and that the food stamp re-
,Ccipients themselves perceive this and there is again evidence - o
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experiment. In that experiment many people went on buying

food stamps even though there was no financial advantage to
doing so; ané the reason they cited for doing this was that
they liked to have the assurance that the money was budgeted

for food, that it was there each month, and that lt wouldn't o
be eroded by other demands within the family.

We also did some informal sampling of our own and we
found that to be true and it isn't really that surprising
when you consider that many, many, middle-income Americans
indulge in forced savings by overwithholding in the federal
income tax. Many pecple do that, and for years many have
participated in Christmas Clubs in which they put away savings
that pay no interest at all, for the whole year, just to make
sure they have the money at the end of the year.

=Llc LT ey LIl ALl =i

12



However, I'm not geing to overplay the importance of
this phenomenon, but those are the arguments that are made.

Above all, of course, the argument for food stamps on
the liberal side is that it is the only welfare program, aside
from Social Security, which has broad political acceptability
and the very rapid growth of the program stands as testimony
to the fact that it is 2 more effective political vehicle
for redistributing income than many of the proposed reforms
in the cash transfer programs. But the program, of course,
has more than its share of critics.

Critics

among the critics of the more liberal tinge, oppcsition
arises because it is felt that food stamps are inferior in
terms of efficiency and equ’ty in the way they provide for
the needs of the low-income population as compared with a cash
income maintenance program with similar budgetary costs.

Food stamps, it is argued, limit the choices of recipients
as to how to allocate their expenditures to meet their needs.

in d(lu.l.t.].()rl, 'l',ﬂe proyrai lb 1nerz1c1enc because ].‘C requ1res
a duplication of buvreaucracy and because fu .ny-money is diffi-

cnldy a8 Jeana =2 Aiece+rrihnta and on An
LML L LU daoouT, -I.Cucan, QisTIriosuce, ant s on.

But the most strident forces speaking out at the moment
against food stamps warn that we are faced with a potential
food stamp explosion--a food stampede-~that will go well

beyond =he welfare explosion of the sixties.

n

Constraints to program growth are limited = .- Ce e B ‘

I think though in this regard it is very important to
realize that the methods for limiting this growth are sharply
limited; not only by political pressures, but also by }mpor-~:wn§e;’°§i2°
tant’ considerations of program equity. b G °°ff‘ e de P
Analyses CI census surveys, as I mentioned before, indi-
cate that the total number of persons eligible for the program

is about twice as large as the number of current participants
and many of those nonnart1c1pat1ng ellglbles .are very poor. .

> Now while all of these apparent eligibles are unlikely
ever to participate simply because of the transaction cost
involved--it's more irouble than it's worth to them--there
is obviously a lot of rcom for program growth no matter what
we do.

The size of the food stanp population really shouldn't
t

be surprising to anybody because the program is by contras
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with our cash welfare programs, most generous in design.

As Gil ..eationed, food stamp benefits are not simply
available to the preferred categories of the poor; that is,
to the aged, disabled, and families with children. They are
available to all the poor.

Furthermore, because of the relatively strong public
suprort for programs designed to feed the poor, as compared
with those that provide money--unrestricted cash income--it
has been possible to gain congressional support for a minimum
food guarantee which is far more adequate compared to middle-
income petterns of consumption than those that are provided
for other forms of expenditures, such as clothing and shelter.

The coupon allotment for a family of four is currently
set at $162 a month, or $1944 annuvally, and this allotment is
intended to cover only purchases of edible grocevy items for
human consumption in the home.

Now, by comparison, recently released data from the BIS
Consumer Expenditure Survey indicates that the average family
of four in 1972 and 1973, with an income of $11,824, spent
only $130 a month on food, including a range of items which
are not covered by food stamps, such as soap, cleaning, and
paper products and so forth.

If we adjust that amount for increases im the cost of
food since that time, we can estimate that the average middle-
income family of four now spends about $170 a month on food,
wnich is only $8 more than the minimum food guarantee estab- .
- lished for families of their size with little or no income. I

Now, since in-home food consump:ion normally accounts
for only a small fraction of total household expenditures--
. the Consumer Expenditure Survey showed the average family P o
¢« oospending’ only 13 percent .of total income for this: purpose, .t.> o
‘although BLS earmarks 26 percent of a lower income budget for
in-home food--if other forms c¢f essential coasumption were
subsidized at comparable levels of adequacy, we would need to
have a total income guarantee of over $7,000-—maybe even
$8,000~--and this, of course, is a3 number far beyond the range
° of current debate, even among people who would support a
rather generous cash transfer program.

So that we've come up with a standard that is very
adequate compared to what we are prepared to provide in other
programs, and having established this standard of adeguacy,
simple equity requires that food stamp benefits be extended
to a major portion of the population since it appears that
many families with incomes close to the median are unable to
budget comparable amounts of income for covered food items.

14
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The very adequacy ¢f the food stamp guarantee thus poses
a Jilemma for the pelicvmaker in attempting to restrain pro-
grim costs and eligibility.

Or tiie one hand, commoa sense suygests and observation
confirms that the great majority of middle-income Americans
neither need nor want direct food assistance.

Furthermore, income-tested programs are difficult to
administ.r. You have to verify eligibility and adjust and
issue benefits on a sufficiently timely basis to meet the
needs of the people with very little other income.

In th: food stamp program, you he-e the special problems
of printing, issuing, and redeewing the stamps. Ther=: are
also sukstantial costs to the families participatino .n the
program ‘n -etrms of time and inconvenience in applyi.g for,
purchasing, and redeeming the stamps.

While these transaction costs might be justified by the
social desirability of assuring adequate food consumpticn for
the very needy, it seems less sensible to pay all these costs
to service middle-income people who are really not arguably
in need of direct £.od assistance, who thoenselves already
make large contributions to the Federal Treasury in the form
of Social Security aad income taxes, and who it would seem
could be much more adeguately and efficiently helped by a
program of tax reform. Why hand out, at a very expensive
cost, a needs-tested benefit with one hand, and with the other
hand make the people turn around and pay- a lot of taxes? Why
don'c you just cut their taxes? . . .

On the other hand, if food stamp program benefits avail-
able to the very poorest families compete very effectively '
with what many lower middle and middle income families are . .. . i,
willing and able to spend for food on their own, if we deny o 8
these latter families access to the program, it's inequitable
since, to put it simply, people with less income would get
more than people with more income cf their own and this is
considered to be destructive of vertical =guity and "leap-
frogs people” in the income distribution.

v
<go£o( .

It's destructive of work incentives and makes people
mad when they go in the grocery store and they see people with
food stamps buying better food than they're buying themselves.

Four considerations in solving the problems

So those are the problems. But when you go about trying
to solve them you have to be very careful, and there are at
least four things that you have to think about. The first,
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_form which will greatly increase the cost and it would really
be nice if you could propose something that didn't cost any

of course, is equity, and that is that people in like circum-
stances, that is, with the same income anu resources and needs,
be treated in a like manner and that the program be equitable
vertically, that benefits be tapered smoothly across income
classes so that families do not exXperience net losses in

total income as their earnings and other private income in-
creases.

Further, that families must not be forced either to stop
pa-ticipating in the program or to black market their stamps
because they are required to pay unreasonably high proportions
of their income to purchase their coupon allotments; and that's
somethlng yor: ha?e to worry about if you think about raising

Another thing to thirk about, of course, is target ef-
ficiency. Food stamps are a welfare program, and as long as
it exists as a welfare program it makes sense that the program
benefits be concentrated among the most needy households and
that, subject to cost and other constraints, program benefits
for the very neediest be improved.

Another thing to think about as you restructure is that
there should not be many adverse effects on current partici-
pants, particularly participants in lcw-income households and
particularly the aged, which are always a very touchy group
to deal with.

Cf course your last constraint is the cost constraint.
You don't want, in the current situation, to propose any re-

o

more than the current system and would cost less in the lonyg
run.

Q.
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Still, even with these constraints, when you look at
the current program you can come up with a lot of ideas for
making it better, and there are several alternatives which
seem to me worthy of consideration.

Some of them are mutually exclusive. All of them, how-
ever, view the program as a basic income maintenance program,
which it is.

I mean by this that I think it is foolish to pretend that
it's a food program. It 1s in effect a redistributicn pro-
gram. However, these alternatives differ in the degree to
which they reguire a fundamental restructuring of the progran,
with the ultimate alternative being, of course, to cash-out
the program eatirely.
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Computation of bonus

The most modest hut I think minimum necessary reform
is to change the method by which food stamp bonuses are com-
puted.

As Gil pointed out, the food stamp program is a funny
program. It's a hybrid offspring of a welfare program. In
its early years emphasis was pleced on assuring that people
spent at least as much of their own money on food as they had
spent before the program was enacted so tnis made purchase
reguirements tend to be very high, particularly for large
families at any income level who had had to spend large pro-
portions of their incone con food.

Now, there has been improvement in that. In 1971 they
restructured the purchase requirement schedules, which is
called the Basis of Issuance Table, but it's still a peculiar
thing.

At any given income level, except the very lowest, large
families have to pay a higher proportion of their income for
the food stamps than small families, even though they get
more food stamps for this; this feature is kind of funny from
the welfare point of view, since when you're looking at the
total needs of those large families, they clearly have higher
needs for cash for other purposes than smaller families with
the sa : income.

" The purchase requirements als> jump all over the place.
At this income level, you may be piying 30 percent of your
income--your net income--for stamps and then all of a sudden
it will drop to 26 percent and the proportion actually de-
clines at the highest income levels covered.

B "C,. = ¢ °
Y - S Lee .0

o ‘Thére are other 0dd features in the prcgram too, like ¢ %

the provision that makes public assistance recipients auto-
matically eligible for at least a minimum food stamp bonus
even though their incomes may be considerably higher than
those of other families who are not on welfare but who are
. .denied access to food stamp benefits.

o *

Itemized vs standard deductions

But the impact of these inequities is totally eclipsed
by a well-intentioned loophole in the food stamp regulations
and this is the so-calied itemized deduction. ¢

This again comes out of the nature of the program that
requires people to come up with hard cash to buy their coupon
allotments. Now this turned out to be dlfflcult for people
to do--to come up with that amount of money in a lump sum--

17
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and so over a time the program was pushed in the direction of
allowing more and more deductions against accountable income
for expenditures of other sorts.

At the moment, the current regulations allow the follow-
ing types of expenditures tec be deducted in computing count-
able income: income and payroll taxes; union and mandatory
retirement payments; medical expenses; child care expenses;
tuition and mandatory educatiocnal fees, including private
school tuition; support and alimony payments; unusual ex-~
penses, even if these are ultimately reimbursable through
insurance; and shelter costs, including utilities and mortgage
payments in excess of 30 percent of inc -+ after all the
other allowable deductions have becn made.

The effect of these deductions is a very peculiar one.
If one was worried about the purchase requirements being too
high, the most direct respcnse is just to lower the purchase
requirements across the board. ’

But instead, by doing as the positive income tax has
done-~-that is, allowing people to claim dedur~tions for specific
expenditures--the program turns out treating the better off
better than the less well off, for the simple reason that
only families with fair amounts of income can afford to pur-
chase much of the deductible items. This effect shows very
clearly either in tabulations made from quality control and
other survey data or just from looking at the Consumer Expendi-
ture Survey.

Expéenditures on items other than food increase with c
income, and when you let people claim deductions for tnis

what may actually happens is that the purchase reguirements
may decline as a percent of the total income as income in-
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What you're doing essentially is subsidizing othsr forms
of consumption through a food transfer program and it just
doesn't make any sense. It wasa't what was intended but that's
what happens when you go out trylng to deal with a problem

“on a caSe-by—caso basis. . e o

%

Now I think the very first thing, the very minimum thing,
that vou ought to do within the food stamp program at the
moment is to eliminate the itemized deductions and instead
to introduce a standard deduction.

The standard deduction would be worth a great deal more
to the poorest families than the current itemized deductions

since they don't pay as much for shelter, medicine, and
schools and so forth, and this would lower purchase

18
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reguirements at the lower end of income cdictribution but it
would raise purchase reg..rements at the higher covered
income levels and it would curtail program eligibility some-
what.

It would at least keep off the $11,000 or $12,000 family
which the newspapers keep picking up and advertising, which
doesn't do the program any good.

Now there are a whole -ange of choices availab'e in de-
ciding how high the standard deductions ought to te, whether
you ought to have a special additional deduction for the aged,
how hich the purchase requirement relative to income in excess
of the deductions ought to be.

The Department of Agriculture has explored at least 30
variations on these features and you can take your choice as
to how much money you want to spend and where you want the
money to go.

These, of course, were the alternatives which were to be
presented to the Congress in the June 30th report from the
Department of Agriculture, but apparently because of pressure
from CME the Agriculture Department was not allowed to put
forth its recommendations.

Getting rid of the itemized deductions would, of coursa,
also greatly simplify the problems of administration. Cur-
rently recipients have to come in with their receipts for
post expendituves and have to project expendltures over the oo
next period. “ T

It's very diflicult for them. It's very difficult for

. the administrators and actually accounts for some 40 percent . .
of all the errcrs which have been detected in the gquality - FR00 o S% 00, R

¢ 2 o

control surveys.

Administrative efficiencies

- I wori't go into all the possible recommendations for the
problems of administration but there are a couple worth
mentioning. The first is I strongly believe that food stamps,
like cash assistance, should move to a morthly reporting »f
incone.

Experience with the income maintenance exieriments shows
that this is a very effective way, both of increasing re-
sponsiveness of the program to very low income people but at
the same time of cutting leakage of benefits to people with
high income.



HEW is currently considering mandating monthly report-
ing for AFDC and one might anticipate even greater savings
for the food stamp program in which a much higher proportion
of participating families have reportable income.

The most obvious thing about this proposal is that it's
fair--it doesn't nurt the poorest people and it improves the
integrity and acceptability of the program.

ancother thing to do is simply to integrate the adminis-
tration of the program at the local level with AFPDC and SSI.
At the moment recipients have to fill out two different forms,
and this is silly.

about 55 percent of all fuod stamp recipients ars getting
AFDC or SSI and it seems silly that they just can't £ill out
one form for both proorams.

Eliminate purchase requirements

¥oving to more fundamental restructuring of the progran,
the next alternative worth considering is simply to elimins-e
the purchase reguirement.

The idea would be simply to give eligikle families the
bonus value in stamps rather than require them to purchase
the full allotment. Now this would move the program very much
in the directiocn 0of z cash income maintenance program.

© '*- The Food Stamp allotment wsuld become a‘basic guarantee
and there would be a "benefit reduction rate" which serves
only to taper the bonus paid out over income.

~%be issued-and redzemed: and eliminate agency’cash handling -
problems, which are increasing.

It wouls also reduce the burden on families who have
difficulties in raising the cash to muct the purchase reauire-
. ment and thus it would encourage program participation among
the needy. .
At the same time, inx would eliminate the need for the
difficult to administar itemized deductions and variable
purchase optioas.

It would also free families to use the former purchase
requirement funds for nonfood items and thereby reduce black
market sales of stamps, and perhaps it would promote more
careful food buying.

20
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On the other i .nd, against this you can argue that it
would undercut the forced budgeting of a given amount for
monthly food which appeals Lo many conservatives and to the
nutritionists.

It may make food stamps look more like welfare and it
might discourage participation by those who want no part of
welfare handouts, and you do get that sort of sentiment.

It might alsc encourage program abuse to the extent that
the current purchase regquirement is a deterrent to abuse and
I think it is. I think it is keeping away a certain number
of people who would be willing to cume in and take advantage
of the cash program.

Relativistic definition of the coupon allotment

Now another alternative which could be ccumbined with any
cf the preceding alternatives is to adopt a relativistic
definition of the coupon allotment; that is, to dete. nine
coupon allotments as a function of food expenditures at the
cut-off income level.

At the moment there is virtually no end to the contrc-
versy over the proper value for coupon allotuents if the
relevant criterion for their establishment is the assurar.e
of a nutritionally adequate diet.

Now critics on the cne hand argue that current al.otmentis
are too low because, while a careful buyer could purchise a
nutritionally adequate diet with these amounts, the d.et thus
purchased might be unpalatable or at least not in ac.:ordance
with normal American eating habits. Thus, few food stamp

<

- participants achieve nutritionally adeguate diets.°. .. «. . e ho,
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On the other hand, it is argued that few Americans at
any income level have nutritionally adequate diets and that
food stamp recipients, like most awmericans, purchase too much

. meat, much too much sugar product;, and many too few vegetables,

fresh fruits, and cereals, and 1ncrea51pg the allotment w1ll
not alter this pattern. °

Others have observed, as I din =arlier, that the coupon
allotments already compete favorakbly with the amounts spent
on in-home food by middle-income families.

Now one possible way out of this dilemma is to adopt a
relative definition of program adequacy. In this approach,
the assurance is provided that every family, no matter how
low its income, will be able to buy as much £ood as families
at some higher income level are purchasing without government
subsidy.
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Under such a plan, the Congress would simply specify an
income level for each fzmily size below which families would
be provided with focd subsidies.

The coupon allotment for any given family size would thzn
be set equivalent to the average amount which governmeat sur~
veys show that families of that size spend on consumable
groceries at the income level at which the subsidies are cut
off.

The average benefit reduction rate, the amount by which
the bonus is reduced at any incone ievel belcw the cut-off,
is analogous tc the purchase reguirement under the current
program and is simply cerermined by the two parameters--the
coupon allotment and the inccme cut-oif level.

For example, 1I the income eligibility limit for families
of four is set at $7,0600, this is tantamount to saying that
the government cecided everybody with income below $7,.000
needs some help in the buying of feood.

Then what we do is ro lcok and see how much other families
with $7,000 of incom2 spend on food. Suppose that's about
$1800 a year. That’'s nct quite rieht but it's close. Then
the benefit reduction raze is cinply $1800 divided by $7,000,
which is about 25 percent.

So a familv with zerc income would get $1800. At income
levels between zsro and $7,000 families of four would receive.
a bonus eqgual to the difference between 25 percent of their
income and th- $1800 coupon zlloument. At $7,000--the "break-
even" point--the prcgram would phase out naturally.

Now the nice thing about this is that it is squitable.
There isn't any leapfrogging of families. You're assured
that everybody below an income level gets the same amount of
food as the people’at that iincome-level,:but-no more¢ . Normai
buying patterns cf’participants are not dis*orted. ‘

Most importantly, an explicit judgment may be made by
the Congress as to the income limit for eligibility rather
than having that limit determired indirectly, as it is now,

- by independent decisions as ‘to the level of coupon allotments,

purchase reguirements, and income deductions.

You can't even say azbiguously at the momeat who is
eligible to participate in the fcod stamp program because it
depends on how much they spend for eother things.

If a family goes out and buys a.big house, they couid go
on getting food stamps for quite a long time.
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Cash cut food stamps

The problem with the preceding alternatives from one
point of view is that they leave the food stamp program
basically alone. There would stilli be a coupon allotment. It
w-ould still be spendable cnly on food and that allotment would
continue to be the target of efforts Ly the nutrition lobby
and by others who see no other vehicle to aid the poor to
raise it higher and higher.

Now since it's already very high relative to what the
poor are provided for other necessities, if not high by
general standards of consumption, one may well guestion wheth-
er it makes sense to go on redistributing income urder the
guise of feeding the poor.

This is the fundamental weakness in trying to use one
progran which transfers one type of goods--in this case food--
in order to accomplish major income redistribution.

0f course one answer to this weakness, which has been
proposed, is to transier more than one kind cf goods. How
about addir* a housing allowance?

Now the idea of stamps, vouchers, has been spreading
very, very rapidly. The education voucher is being tested in
California. We have hiusing allowance experiments going on
at 13 locations.

Various groups have been prcoposing energy ¢r gasoline
stamps and we expect every day to hear from the National
Encowment for the Humanities about dancing class stamps.

Now, the trump card, of course, is to be played by
another federal agency which will advccate its own tyvpe of
voucher.

00‘0‘ (<] ‘8?"

The Unite& States Treasury will come forth and will
propose the "stamp stamp." Now the stamp stamp of course is
the voucher which can be used to purchase any other kinds
of stamps.

And we think that they might call it money.

o] ) -
Now tiirs is, of course, the direction one powerful
group of reformers would like to move in straight away. Why
not cash out food stamps? Why just keep adding more benefits
hopirg that nobody would notice what v u'‘re dsing?

Instead, create an adequate broad-based income mainte-

nance program. Now people have been working on trying to
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consolidate ard hroaden the cash income main*enance system

for quite a number of years, starting with President Johnson's
Tacome Maintenance Commission which laid the groundwork for
the Family Assistance Plan, which died a lingering death and ‘
more recently was revived by the HEW Welfare Reform Task Force, !
which last year did push its proposals right up to the White
House.

And there are reople now saying that the proposals may
be revived, although the future i3 not certain.

So whv not cash ou.t? Well, there's one major problem §
in cashing out and that's the simple fact that a lot of !
people would be made worse off.

As I mentioned before, there is no cash program in the
world that people would stand for that would provide eligi- ;
bility for families with $12,000, $13,000, or $15,G00 of
income.

And at the moment, this is probably not an insurmount-
able problem. But if something isn't done soon to restrict
in kind program participation at middle~income levels, it's
going to become an increasing problem because it is very
difficult to propose a program which will make people worse
off in any large numbers.

So that I feel that whether or not you want to cash-
out focd stamps, you ought to do something quickly to begia
to restructure the program in such a way that it might lend
itself to a cash-out.

But there are other problems with cashing out too. The
perception of many, of course, is that new income maintenance
programs still face strong political-philesophical resistance
primarily on the issue of work. 1acent1ves--lf you give them. b
money, they'll just sit on the ‘Porch and whittle. .

And it's simply felt that if you--and this would include,
1'd say, probably the McGovern segment--that if you press
now for a conversion from food stamps to a cash transfer
-gystem, it's a foolish stirategy because it seeks the ideai at.
the expense of the possible.

CONCLUSION

The steady, relatively unnoticed growth of food stamp
expenditures has occurred because the program has wrapped
itself in the banners of nutrition and agriculture, and thus
far its broader function as an inctme redistribution program
has not been widely recognized.
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Income redistrisucion, cf course, 1s not a very popular
phrase in the american opolitical lexicon. Senator McGovern
learned thi. the hard way in 1972 which may be why he has
retreated to his former standard of hunger-fighter.

But this is, as Gil points out, the unsopoken issue in
the debate on food stamps arnd welfare in general. 1Is it
rnecessary to pretend tnat you're oniy feeding the malncurished
in order to get any decree ¢f income redistribution?

Un *he other hand, the trouble with building major social
institutions on myths is that the myth extracts a price. 1In
the case of fcod stamps, the multipie bureaucracies for
eligibility determination, the sale of the stamps, the redemp-
tion of the stamps, and the potential for abuse are part of
the price which you pay to garb inceme maintenance in the
guise of hunger fighting.

Moreover, as the progrzms enlarge and they move more
adequately towards fulfilling their true role, the mythical
nature of their foundations becomes more evident and makes
the program more vulner:ble. I think cone might end up by
guestioning whether in the case ¢f food stamps should the 50
million or one in four of the population actually come in and
participate, and shoulé procran costs mount to over $10
billion or more would the eificacy cf the nutritionist colora-
tion continue to protect and sustain the program?

So I lzave it on that rote and I don't know the answers
to all those guestions.
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BRENNEIT MOE

Yesterday I testified before the Republican Study Com-
mittee regarding welfare and food stamp reform and in the
afternoon I talked with the Democratic Study Team who is
working on food stamp reform and I understand there is
another organization being set up in the Vice President's
Office to work on food stamp reform yet I can't really find
that any one of thnem will really become the end of it zll.

I was frustrated because it seemed from a national priority
standpoint that welfare reform and focd stamp reform were at
the very bottom and locking up on everything else, including
the garbage men in New York City.

And when I come here today and hear all of the great
recommendations that I was going to make already made, that
seems to be rather a frustrating condition.

And I 1ik=n myself now to the guy that was so frustrated
that when he threw himself to the floor in utter disgust, he
missed.

Background

irst of ali, we'd like not to have a food stamp non-
program, but we do have one. We'd@ like to cash it out, but
we can't.

Incidentally, food stamps have been cashed ocut in five
States on the adult programs under H.R. 1. California
fcrtunately was one of the five and in Los Angeles County we
cashed out 193,000 food stamp cases by adding $10 to the
grant, a little inequitable because only 25 or 30 percent of
those people actually had previously subscribed to food
stamps with the average benefit around $10. S8t

So there were 75 percent of the adult cases in Los Angeles
County that got a little windfall. But in terms of the
administrative nightmare, at least that part was over for a
while.

Since then Congress has been actively trying t. 5ot food
stamps reinstated (those five states) and we've been fighting
it like you wouldn't believe.

To give you a little bit of perspective about Los
Angeles, I think you probably visuvalize Los Angeles as a
large city con the west coast. Naturally it is a fairly large
city, with 2 1/2 million people.
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But Los Angeles County is vastly different than Los
Angeles City. Los Angeles Ccunty has a p.pulation of 7 million
and is larger than 31 states.

There are 78 cities in Los Angeles County, and each one
is an individual orcanization and requires individual handling.

Currently, in terms of food stamp porulation, in Los
Angeles County after the cash-out we still had 530,000
persons receivsing public assistance and food stanmps.

We also have an additional 188,090 in nonpublic assist-
ance and mixed cases--fcr a total of 719,000 people. These
719,000 people in April bought $22 million worth of stamps
that had a bonus value of $12 1/2 million. Extrapolating
this over a year, that gi—-es us an approximation of $266
million worth of stamps with a bonus value (funded entirely
by the Federal Government} of $150 million.

The administrative cost is rather a mixed bag, the
public assistance casss {the 530,000 persons} the adminis-
trative cost is buried im the AFDC program so we can't
figure out what it is. ¥#e try to guess as best we carn.

The administrative costs for the nonassistance cases
are funded 30 percent by the Federal Government and 50 per-
cent by the county. This furding arrangement has a lot to
do with the problems.

Administrative difficulties

When I showed up on the scene in Los Angeles 3 years
ago, I visited all the District Offices and talked to 350
workers to find out what their problems were. They indicated
that food stamps were about 25 percent of their work load .
but;about 50 percenticf their frustration. -And so.we tried oo
to find out why the frustration and determined that food
stamps were a very low priority program in terms of the
county's interest.

. When I visited Sacramento I found a similar conditio:
there--a very low priority program. The more I studied it,.
the realization came that any program that's totally
federally funded, is going to have a low priority in terms
of the administrative interest of the ccunty and the State.

After we secured approval of the Board of Supervisors
that the logical thing was to cash-cut the program, we pro~

posed this to Congress and failed. Then the next logical
thing was to tramsfer it to HEW. '
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We visited the Department of Agriculture and proposed
to Mr. Butz that it should go to HEW, and talked to Mr.
Weinberger. He said, "I agree it should be with me, but
buddy, I''e got all I can handle right now." So we were
unsuccessfu. in that area.

The next logical thing seemed to be to simplify it, so
I accumulated half a cozen of the best brains in Los Angeles
County in the area ¢f food stamps, and we got together with
sore computer people and we dii a computer analysis of a
quarter of a million cases to see if there wasn't some way
of patterning eligibility.

We were already involved in a $20 million computer
program in AFDC. We felt that if we could do this food stamp
simplification job right, we could really simplify this
whole coperation by merging it with the new APDC computer
program,

And we, in our analysis of the computer findings, found
that there was a pattern. There was a distinct segregation
between what people paid for food stamps if they were working,
as opposed to if they were not working; and by working we
mean sufficient to change the grant.

We went a step further and isolated segments of income
in hundred-dollar segmen.s. So when we got all through we
had a neat taeble that said if yov have a family of four you
can look at it, and if they were not working you can look at
this table and say this is what you're going tc pay for food
‘stamps, and if you are working ani your income is so many
dollars a month this is what you're going to pay for food
stamps.

. Now we came up with a lot of other simplified ideas,

0fié ‘of the frustratlng things in a large city like Los Angeles
is that whenever an individual moves he's responsible to go
through the entire certification process again, inasmuch as
his household situatioz may change and he may be paying $5 or
%10 more or less rent. In Los 2Angeles this particular popu-
lation had a movement rate of atout 25 percent a month. So, .
roughly 75,000 people were going through a recertification
process each month simply because they moved.

We felt that once we had simplified this thing and es-
tablished a flat grant, and the income, expenses, and every-
thing that previous speakers have tilked about, we'd have the
problem licked.

We even designed a sizmple form and got down to about
~hree—-quarters of a page of informatiqn. Then we took it a
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step further and said, "Well, look, if we're gcing to build
the eligibility determination into our computer on AFDC, why
can't we do this on food stamps?®

So then it occurred to us that all we would need to do
then is put this beautiful program into the computer logic
and then when a recipient regquested food stamps and AFDC, we'd
simply explain the Food Stamp program, decermine whether they'd
like to participate, and that would be it.

The computer would identify precisely how much they were
going to pay for their food stamps from data cocllected for
AFDC and would mail it out to the recipients regularly.

Well, before we got this far, the chairman of our Commis-
sion of Los Angeles visited HEW and Agriculture to determnine
whether they'd be receptive to a pilot program like this be-
cause we knew we couldn't introduce this nationally.

We requested a 3-year pilot and they were very receptive
to that. Then we met with the regiocnal people and they seened
fairly interested in it althouch they gave us a little warn-
ing that it didn't appear to them that they (USBA} had the
authority to initiate pilot programs. This "blew our m.nds"
because we have pilot programs in AFDC coming cut of our ears.

But, sure enough, after a lengthy analysis of our simpli-
fication program, it turned out that the Department of Agri-
culture had no authority to conduct pilot programs; so, there-
fore, ours was rejected.
[ Il -

Later on when the Senate regquested the Department of
Agriculture to come up with some legislation that would sim-
plify the program, we immediately turned this vast amount of

..data ,in. to them and 4ot a let'ter back saring, ®Avpreciate .,
mation was there for 3 years, but they missed it somehow down
the line.

So we're locking at a program in Los Angeles of some
-$15J million of bonus value annually.

The stamps are purchased at transaction staztions which
we call issuing agents. People were formerly using banks,
but the banks objected to it so we had to go other routes.
W have 57 issuing agents. We pay them 85 cents a transac-
tion, which amounts to about $3 1/2 million a year.
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Other welfare programs

Now this is part of a welfare program in Los Angeles
Ccunty and I'd like to give you the magnitude of some of the
other programs.

The cash grant program is $617 million; the food stamps,
as I've mentioned, are $160 million; the medical-medicare,
$596 million; and the SSI program, $427 million. So, in
little olé@ Los Angeles County, we're giving out $1,800,000,000
a year.

There are 13,600 workers in the Department of Public
Social Service, which dispenses these benefits and is
located in scme 100 facilities throughout the county.

Program complexities

Thae complexity of the food stamp program has to be mixed
in with the AFDC program inasmuch as the same employees are
handling the applications.

Several of us got together and said, "Let's lay out what
happens when a potential applicant fcr public assistance walks
into the intake office and applies.” So we created a flow
chart. I will need a little help in unrolling this chart.

Remember, what we're looking at now is a combination of
the public assistance programs.

a

(unrolling scroll as he explains it) °

As you can see, the applicant walks through the door,
talks to a receptionist, begins filling out forms, and those

elsewhere and elsewhere and elsewhere.

(Laughter as scroll is unrolled halfway around the room--
a total length of 44 feet.)

Well, there it is--they finally got the check. - Now

intermixed with all of that is approximately a thousand forms

that are reguired to be filled out by the recipient or the
worker.

Now this is not a situation where every applicant would
go through all of this, but this is the conceivable thing that
they would be involved in.

It includes the food stamp program. It includes the

medical applicant. Inciudes the work registration reguirement,
and so on and so forth.
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This, ladies and gentleanen, represents a national dis-
grace. Our legislators, our bureaucrats, our judges ought
to face the citizens of this country 3in shame and humiliation*
for creating something like that.

That's my opinion, and all of them are responsible.
They seem to legislate programs and walk away from them and
say, well, I guess we solved Llat problem, and never look
back on it.

The worker who handles certification must as a minimum
requirement have a high school degree, that's it. We have
4.000 eligibility workers in Los angelss County — 75 percent
of them have immigrated from the clerical ranks, at which they
have to have a minimum typing skill of 25 words a minute.

Once they become an eligibility worker they handle 140 cases
the next day—140 caszs represents up to $500,0800 of taxpayers®
money a year.

I submit to you that this is complication at its utmost.
Soc when anyone asxs you or t2lls you about the complications
of public assistance, you can recall this visual illustration
of it.

Administrative problems

We have other problems. First of all, there is an in-~
consistent administration of aliens in California—between
AFDC and food stamps. There are incons_.stent regulations on
income allowances between AFDC aaxd food stamps. - There are
inconsistent concepts of budgetiiy in California. In Cali-
fornia we have prior months' budceting versus food stamp
concurrent budgeting. Even the new chiid regulations, which
came out a month ago, are inconsistent. The regulations

exempt the incentive payment from, nFDC, but not food‘stamps. -3

We have problems with the issuing agep*s. It's thé’ county s
responsibility to contract with the issuing agents to issue
food stamps and to estsblish eligibility, determine the pay-
ment schedule, mail out the AIPN, provide an identification
card which, incidentally, is the most stupid thing 1I've ever

seen. It's a piece of plastic with the person's name on it, >

and provides the authority to purchase food stamps. All of
these, incidentally, are counterfeited very easily.

We recently encountered counterfeiting operations of
food stamps in Orange County where they had about half a
million dollars of food stamps ready to go on the market.

From then on it gets rather loose. The issuing agent

orders the stamps from the Department of Agriculture. The
county doesn't kyow about that transaction.  The Department

- 31

o
X2 L"L-' oé-o?

°
R



pe——t

_and Adeserves better attention.

of Agriculture then transmits the stamps to the issuing agent,
and again the county doesn't know about that transaction.

The Department of Agriculture sometimes ships short in
terms of the order so the agent doesn't get the amount of
stamps that they have ordered. Then again the county doesn‘'t
know about it.

Yet the county has the responsibility for administering
this program effectively. We have problems in smaller loca-
tions where a smaller guantity of stamps are really required,
and yet the Department of Agriculture's minimum allocation is
$180,000, which poses a significant problem in some of the
areas like that.

In California a new administration was elected. We had
real tight coordination going on between the county and the
State previously, but now we are in trouble.

We have no State administrator. There hasn't been a
Director of Welfare appointed as yet. There is no one the
county has to go to for advice, for authorization to deviate
from policy, and for approval of procedures.

The next step would be for the county to go to the
regional HEW office in San Francisco or the regional office
in San Franrisco for USDA; and in neither cacse does the county
get any help these days.

Therefore, the county has no one to go tc but Washington .
{USDA;. A big problem here is communication. Can't seem to
get responses back:; and in order to proceed in some of the
innovative ideas that Los Angeles has come up with recently,
they've undertaken a different policy. They advise USDA .
Washington that this is a proposal and, unless they hear 8
otherwise, they will proceed within 10 days. Information is
now gradually beginning to flow back tc Los Angeles so we can
do some of these things that we're talking about. Los Angeles
represents 40 to 50% of the foocd stamp case load in California

~°
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L. A. County problem resolutions

I'd like to have some confidence that things are going to
improve in the food stamp program nationally. I can see
improvement in Los Angeles County. We introduced a guality
contrcl program concurrent with AFDC quality. Incidentally,
while I'm on that topic, the AFDC quality control program has
provided cne of the greatest benefits I know of. I can't
find words to tell you how well that program is really doing.
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We organlzed a guality control section witihin the de-
partment in which they audiced 30 cases in each one of the
district offices every monta. We {(the department) were able
to identify what districts were giving us problems in quality.

We were able to identify what orogram material was caus-
ing the problem; what the causes were. We set up a corrective
acticn committee to correct the problem and, as a result, in
the last 14 or 15 months that the program has been going on,
we've been able to reduce our errors by more than 50 percent.

When we started, overpaynents were approximately 27
percent; where now it's 11 percent. Ineligibility was some-=
thing over 6 percent and now it's below 3 percent, and :hat’'s
quite an accomplishment for a large organization.

Our quality control recommendations have now been in-
corporated throughcut the State of California and in all the
counties and, although %os Angeles is one of the parties that
engaged HEW in a lawsuit challenging the concept of fiscal
sanctions, we nevertheless believe this quali:y program has
cone a great deal of benefit.

The lawsuit will continue {I expect) as long as HEW
threatens sanctions, but, nevertheless, unless things change
drastically, some day we're going to firnd ourselves within the
federal sanction level of 3 percent for ineligibility, al*hough
I don't expect we will reduce overpayments to five percent.

The guality control program was so successful in AFDC
that we introduced it in the food stamp program. While we
were auditing 1250 cases monthly in AFDC, we said, "Why not
review the food stamp compcnent in these cases?" So in a
typical ‘month thate amounts- 0. about 800 to 900 cases. So we
now kave a monthly guality control report for each district
on the food stamps. These are public assistance food stamp
cases. There's also a nonassistance quality control program
that comes from the Department of Aygriculture.

° "The error rates have dropped from about 45 perceht to
about 35 percent in the last 3 months. We're finding out
what some of the errors are. All of this, naturally, has
led to an upgrading of standards for the eligibility workers
and supervisors of the management structure.

We've automated the training. We provide videotapes as
a technique for training now. And sc generally we're working
strenuously trying to manage the program, and beginning to make.
some progress.
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I look forward to dealing with you people in whatever
capacity that I can in the future and I want to thank you
for inviting me to speak to you here today.
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MORNING DISCUSSION

It seems that ased upon the presentations given tails merning as to
whar the issues ave in food stamps and wn awful lot of frustraiion as to
wvhy nothing happers (in reforrring tnz program).

Why does nothimg happen cnd is this an area in which CAO could
contribute? How do you mcke erange #appen, if we alrezady know what all
the good answers ars?

MISS ALLEN: Well, I do think that there is a role for
GAO simply because I think the problem right now is that there
is a big vacuum in the leadership area in food stamps.

I think the history of this agricultural repcrt, or the
history of the reform effort, which really dates from this
fall, any serious attempt to considerable reforms in food
stamps is very illustrative in the sense that there seems to
be a tremendous problem of leadership at the higher levels of
the government and at the top level of the Department of
Agriculture.

Now there's a very hopeful thing in that new people did
come into the program, primarily Royal Shipp, who was the
head of the fecocd stamp program this fall {(1974}. He is now
the Assistant Director of the Food and Nutrition Service-—
Assistant Administrater, I guess, of the Food and Nutrition
Seivice, and he's a very bright person.

He was in OMB before. He understands the issues and
sc¢ on. There appears to be no one for Royal to talk to.
- -When the sudden raising of the purchase requirement rate was
=zt decided. uponblast>fall Royal Shipp wasn®t *even‘present’at
’ the discussions.

It wasn't that he was uninformed that was going to
happen. I know personally that he was wvery upset at the idea
that there was no prior analysis on the effects of that raise, .

" although the data .ani the methods were already there which
would have shown that it was going to cause tremendous hard-
ship at the bottom levels of the income distribution.

o

Above Mr. Shipp in the hierarchy is a Secretary who is
committed to getting rid of the program one way or another,
and no one else in the Department of Agriculture has ever
been very interested in it.

I think there's a similar vacuum in OMB. +There's been

a lot of turnover in OMB personnel in recent memths. A lot
of them have gone over to CPO and other places and, below the
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level of Paul 0'Neil, there really is no one who understands
or has studied the food stamp program.

Now they are briwnging in the Domestic Council to
look at the issues. I don't know that anyone there has
studied the issues in great detail, and I think the debate
will be dominated by HEW where there are many bright people;
but they're all people who have been studving welfare
reform and there seems to be fear that any emphasis on
food stamp reform might steal the thunder from any welfare
reform.

So what's left now for any leadership is the Congress,
and Congress has been increasing its knowledge base but it's
very difficult, or has historically been difficult, for the
Congress to get itself together—to really look at alternatives
and sponsor studies and delve into it and so forth, and here
is where GAO can play a big role.

They have done it in other issues; certainly the quality
control report that GAO put out was a very influential thing
in focusing attention on the program.

MR. STEINER: I guess I don't agree with the basic pre-
mise that we know what the good answers are. We know only
what the troubles are. We know what the inconsistencies are.
We know what the ambiguities are.

You have heard a variety of good answers spewed out this
morning, but the particularly desirable answers, or the single
answer that is most desirabie from an individual viewpoint,
will vary with the taste of the analyst. .

So the best answer for me is an elimination of funny
money and a cash-out to a single currency. That may not be
quite the best answer for some other equally well-intentioned

°7irand hlgh-mlnded people who are -upset by.the complications .

“involved in moving from here to there, and who will advance
a somewhat different kind of good answer.

Manifestly, my taste in a good answer will not neces-
sarily agree with the taste of a large number of recipients
who are, indeed, benefiting significantly from the present
arrangement and do not have the same visible distaste for a
stamp program that I do. And certainly their judgements,
particularly as users, can't be set aside.

In short, there is not the kind of universal agreement

as to what should be done, thereby simplifying the problem to
how do you get from here to there?
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As is suggested, I guess it strikes me, therefore, that
if there is some mechanism Xnown to the GAC for pushing the
Congress to a determination of program objectives, that is
the first order of business to attend to.

If it is possible to get a decision as to what it is that
Congress wants out of a focd stamp program, perhaps it wants
a supplementary public assistance program that may be of an
entirely different character from the older public assistance
progran.

If that is the case, a good many things fall away as
areas of concern. But if the Congress in its wisdom concludes
that that's not what it wants, but that it wants something
else, it then becomes possible for GAO to turn to the guestion
of how do you get from here to there?

Joseph Wholey's little book on Federal Evaluation Policy
came cut of the Urban Institute and makes a good deal, as
many of you know, out of the importance of getting a fix on
objectives.

Do you want to work toward improving child health in
general or do you want to work toward reducing the incidents
of mental retardation?

They get wrapped up in a single piece of legislation and
it gets terribly difficult to make zn evaluation of progress
under that legislation.

By the same token., the absence of a clear-cut objective
here strikes me as the single hardest probliem to crack.

Should we just deal with the feod stamp program in iso-
lation when reviewing the program or are there other programs

directed towards the low-income groups whlcn need to-be looked
‘% at, at «he same time? TRV T T e S

< &) [

Also in reference to Mrs. £llen's previous answer, I think the pro-
blems she refers to in c2alevshir e nmarrcwer than EEW op Corgress. I
think itfs the Agriculture Commitzees who cre not recdy to give up the

. Food Stamp Program to ihe cormitizes dealing with public assistance.

MISS ALLEN: I heard an interesting argument made by one
of the staffers for the House Agriculture Committee, saying
that, although there are some people on the Ag Committees who
take the Butz point of view on the welfare program, and there
are others who see it as a means for attracting interest to
the Agriculture Committees.
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Ther: has been a growing schism in the Congress between
aa—iculthral problems and urban problems 2nd one issue that
brings the twc together and gets a bit of mix on the committees
is potentially the food stamp issue.

Some people feel it's very important in the long run
just to get that kxind oI people on the Agriculture Com-
mittee--people with urban interests--so that we begin to
perceive for a wholly different purpose that everybody's
fate is bound up in the agricultural guestion.

When you get this feeling of cities versus the farmers,
when you're all in it together, that®s a very tricky kind of
problem to deal with.

MR. CLARKSON: I also think that we tend to underestimate
the amount of interest about the government programs. In my
study ("Food Stamps and Nutrition") I tried to analyze and give
an idea of the benefits of the nature of the program. A lot
of people looked at this study, newspaper people, people that
interviewed m2 on programs, with the result bsing that Clarkson
was in favor of malnutriticn and starvation bescause he wanted
to eliminate, not cash-out, the 2ood stamp program. That's
not true.

I didn't realize the extent that the average person is
uninformed and it's really the veters that provide a very
effective constraint on possible leglslatlon.

MISS ALLEN: I had the same experience with the hunger
lobby. One thing I did write about in the press was doing
away with the itemized deductions anc actually this is a funny
thing.

I thought it woulc app=sal to libarals because a standard

- r,?"{:;:eduxctlon will increasecbenefits significantly at.the bottom
*% "end of the income’distr ibution, and I -thought that was’a" good
thing to do. BRut I've had visits from quite irate food action

this and thats.

(S

[

Anyv change in the program is to se fought. It's viewed
as an erecsion of this good.thing they*'ve got going, and about
tife only change they talk about is raising the coupon allot-
ment which 1s abouz the last thing you want to do.
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MISS ALLEN: A very strong crganized lobby. The question
is, does it represent the poor? I mean that's***

MR. STEINER: 1It's a surrogate lobby.

MISS ALLEN: And they would surely assure you that they
were representing the poor and they will have them at the
McGovern hearings and they will certainly get a great number
of people brought forth to say how good the food stamps are
and, of course, they are gouod.

They're a whole lot better than nothing. The question
is, are they better than cash? And I don't think that issue
was ever raised in all of the millions of—or hundreds of—
hearings.

No one ever said, "Mrs. Jones, I know you like your $130
worth of food stamps but would you rather have $125 worth of
cash?"”

But there certainly is a very, very, very striking hunger
lobby.

MR. STEINER: For years it was a lobby of surrogates in
public assistance, but I think the character of the public
assistance lobby certainly changed materially when George
Wiley appeared on the scene and organized the National Welfare
Rights Organization.

My poirt is that there is no food stamp equivalent of the
National Welfare Rights group, although NWRO itself took on
some food stamp worries in its declining days.

I would ltke to try to throw out a conjecture as to the possible
nswers as to why nothzng hagpens in food stamp reszr:

¢ [ 0 ¢ C‘~‘0 ) @ "°(’\5M-; 0‘35‘:96-
£o . aop o o g - ~ 5] 00 0 ~&d
Togcu T don' 8 it hat 1+,é$Ju3f\b€adeFSh1p and T dor’t Kriow that-it7s - %o ot e
ust Congress rnot being interestcd in setting out objectives.
I would iike to suggest thai the problem ig uarger than just one
yrograr. This has been alluded to, but I'm sure *he idea came across Fess
strongly than others. - .~ . - .. . o A

N

hd o
Fhen you do try to improve cme prograrn and you rake some clter-
ations in it, you don't recognize the nomprogram effects, the effects
that are acewnulated across these other income security programs, and
so I guess what I'm trying to get to is that the Congress could do a
better job of specifying wkat their objective are.

If they were presented informatior. that states here's the cost across
zIl these rrograms, income securiti-wise, and here's the cdvantages and
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ropulation and on the targzt porwlaticn of reeipients as vell as non-

dfsadvanvages of all these things as they exist today. In other words,
thos is really vhat's hap ening out there today. Ard in addition to that,
zf‘yau were to maxe tnis kird o] zhancz in this kind oj‘pnograr, the gross
effect across all these prozrans vould be sucin and suck on this target

target population.

IS they had this composite set of information +"ed could piek and
chocse and say, okay, itf I pick someth:rg on this scale, this 7= what's
going to napren on that scale; ord I ean't have all my good things and
I have to put up with some of the bad tnings, but how muen of the bad
things am I goirg to get when I zru to grab some of these good things?

If they hzd that kind of informatiov basz, ther maybe they could
wind up agreeing to wnat sort of objeciives tneu'd like to shoor for.

Mr. Moe, do you find in the actwal applicarion of these things, that
this ripple effect, or the ramifications of one progr;w or anotrer, that
people urderstand what they are?

Do you have any method ir Los Argzles County for beginning to under-
stand all tnese interactions?

MR. MOE: VYou're talking about the work level or the
client level or the recipient level?

I think I'm talking about ine decisionmaker level. Do you think
the decﬂszanrakers, az any level- Federal, State, or local--have an under-
standing of the kind cf thing tnz previc.s questioner was ialkirg about?

Do they wrderstand the implication of pushing a button here and
watening three buttons pop up over there?

MR. MOE: The only place that happens is at the local
level because that's where the implementation takes place.
Up to the last point, peoplesare working independently of each' & EEE
other and scarcely considering the impact on other programs
that their changes might maxe.

MISS ALLEN: Mr. Moe had a very good point while he was
talking and which sort of slipped by, and that is this point
that the Department of Agriculture has no authority to try
field demonstration projects.

I: elfare, of course, we've had Section 1115 waiver for
years, ...ich allows very innovative things to be tested out
both in administrative and program structure, but the Depart-
ment of Agriculture has no authority even to evaluate the pro-
grams much less try local variations. Los Angeles is a leader,
but there are other counties that are interested in innovation
too but there's no authority to do it; and that's something
that should be pointed out very strongly to the Congress.
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MR. MOE: Incidentally, they {(Food and Nutrition Service)
were offered that authority but declined. ¥**I guess the
rationale would go something like this. You can probably help
me out. We're running a Federal program and we have Federal
standards and it's going to be across the board for all 50
States. We aren't going to treat anyone differently.

Whereas on AFDC it's run essentially by the States and
we have 50 different approaches on how we handle AFDC.

MP. STEINER: That's a trem:ndously dimportant point and
one that I hope you won't lose sight of--highlighting the
consequences of intermixing federelly established programs
with Federal standards across the board in all 50 States so
that, presumably, identically situated applicants are treated
identically so far as benefits are concerned, wherever they
may be.

Intermixing that kind of program with Federzl-Statc pro-
grams of the public-assistance type where the differences can
be very profound, depending on whether you happen to live in
Richmond, Indiana, or five minutes across the border in Dan-
ville, Illinois. Then superimposing on top of that difference,
the Federal progran, further complicating matters by then
introducing another Federal-State program~-medicaid--and
adding to that the possibility of yet another Federal program,
my perscnal favorite--the veterans' pensions--and putting them
all together in one big pot. This eventually seems to me a
situation whereby the level of benefit available to any par-
ticular depressed individual or individual family, and the
character of the program, through which that benefit is pa:d,
are a matter of chance rather than wnat we like to think ot
as assured entitlement.

Now it may be that in some cases it works to the advantage
.of the individyal henef1c1ary.; In other-cases, obviogusly it -
‘does ‘not, or there‘s scmething wrong with ‘the situation where
we have comingled these kinds of patterns and made it virtually
impossible to predict the outcome of any pe .icular application,
in any particular situation.

-The Federal assistance stardards in Federal programs based on the
obviously speeious asswption that equal mor.ey means equal treatment
everywhere, or equal stamps means equal treatment, and further compounds
the problem to assume that 5¢ bucks in Xew York is 50 bucks wherzver.

Basically, as I wndersiand, AFDC over the years, this was something

that was ongoing to a large zxien: before the Federal Government becare
involved and, as a result, it's continued down the road as a partnership.
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-are locally administered, state administered, whatever,. then =
“that? jurisdiction should have a financial stake in the program

nABLE

The food stwp program is not a partnership in terms of program
eosts, except tc the cost to operate the program itself. Othersise, the
Federal Goverrment is paying 100 percent of the food stamp owner's value,
and this may account for some of the differences between food siamps and
other prograns.

The Agriculture Depariment, I know, takes a pretty firm line that
these are standards, so on and so forth, and they want the Statzs to
follow them right down the line.

But when you get involved with HZW on AFDC, the States and counties
nave much more flexibility because it is a parinership.

MR. MOE: That's absolutely correct. Where people have
no vested interest they have less attention as to the effect
of the administration of it.

Does that mean that what you're saying is, if we look at the welfare
program as a whole, it moves more in the direction of national standards,
it would be less and less effective?

In other words, getting back to tais balance, how should ve be
thinking about which way the balance skould go? What should we be looking
at?

MR. MOE: Well, to be the most effective it should be.
The most authority should be given to the local control:; and
with auvthority comes responsibility, and when we're talking
about responsibility we're talking about money.

MISS ALLEN: I think the pcint is really that the adminis-
trative control should be vested with the responsibility for
funding. If the programs are federally funded, they should
be federally administered. On the other hand, if the benefits

so that the two interests are aligned, that's. you know, it's
not clear what's the better way to go in any program.

MR. MOE: I had a clear demcnstration of that when I

. tried to sell my simplification program to- the State of Cali- . < e

fornia. They were totally disinterested in it and, after a
series of meetings, I discovered that they had no financial
investment in it; therefore, they had no interest in the
proposal.

And I said, "Well, don't you realize you're paying 25
percent of the administrative cost of this program?” and they
said, "No, we're not." I said, "Yes, you are.™ And we got
into a big argument. This was the State director.
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And I said, "Call such and such in your office and ask
him that guestion." And he said, "Okay.® And from his office
in Los Angeles he called Sacramento and sure enough.

He said, "You mean we're payving 25 percent of the
administrative costs of this program?”

They immediately went from a disapproval status on my
proposal tc approval and then they implemented it on a state-
wide basis.

MISS ALLEN: They could have reacted exactly the other
way and said we don't want to invest any more for administration.

I'm zZere you pursue your quaiity Control DYOZRET TMEA TOPS VLS rously
om AFDC than you do food stamps.

MR. MOE: We did.

Bzcause of the dollar furding. You ecx save more om AFDC tagn you
ezn on food storps.

MR. MOE: Our country is probably uniguely different
because right now the primary emphasis in the county is cn
food stamps and we are just now initiating a cuality control
medicare where we have no financial involvement at all.

MR. RICHARDSON: 1I'd like to speak to a slightly more
limited area. 1In terms of congressional interest, about the
spectrum of interest that's developed very qu.ckly over the
last & months in Congress. It doesn't go as far as cashing
cut yet. It may. But yet, it doesn't.

It's not the kind of spectrum that Mrs. Allen was talking

3

about, which starts with rationalizing the program and goes | e
“all the‘way to cashino out. - It's more a spectrum that runs

.
)

between the Buckley-Michel proposals, and has yet to be seen.

I guess it might be classified as looking at the food
stamp program as it stands. A lot of decisions haven't been
faced up to and haven't been made, not simply because Congress
has ignored a lot of issues in the past, but because there
just hasn't been any information at all available to anyone
who 1s interested in the food stamp program.

The information that came out in this USDAa report (in
response to S.R. 58) and, albeit conclusicns, was an astound-
ing surprise. It's the first time that there’'s been any pro-
vision of statistics or analysis of any kimd on the food stamp
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program, other than 3arry Staats small studies. As long as
Congress, and specifically the committees, have remained
totally in the dark, as to things like the issuance process,
how does it work? Wrat kind of complexity does it comprise?
Wnat kind of complexities are in it? What are the costs of
it? How does work registration werk or not work as many have
contended?

Just what are administrative costs? How are policies
made cn food stamps within the USDA? Up until very re-
cently, and even now maybe, policies have been made on a
very case-by-case response to newspaper articles, and no one
really knuws how the set of rules in our government food stamp
program have accrued over a time.

Most congressional offices and committees are totally in
the dark about how the food stamp program runs and might look
on a cash-out as an zlternative or might we willing to be led
to look at the total welfare situation more easily if they
knew what was happening in their own program at the present
time.

and so I think zhat GAC's role is, at this point-in
time, somewhat more limited than looking at the overall
guestion of welfare reform, but gets down to the nitty gritty
of State and local problems in administering the program.

The GAO report that came out earlier this year, this
USDA report, Mr. Clarkson's book, were probably the first
steps, and they're starting to bear fruit for the first time.

In you think too mzy charges are being made in terms of the program
b the Tongress? Because in talking witrm case workers, they say to me
- "ecanges are coming arcwei and Zhey're noi-being aé}c to.keep Mp WitRothem. .= .23«
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Is the program being charnged too much?

}:SS ALLEN: It's mostly regulations from USDA that are
changing it and, of course, the coupon allotment gets changed
.-every’ & months. : S s e s Tee T T e

MR. RICHARDSON: They've changed without realizing some
of the consequences. A noteworthy example for me is public
assistance withholding, which was a change that was made and
then not made and then made again and not made then shifted
around. For the first time vou have actual agreement from
across the spectrum about what should be done about public
assistance withholding, wnich is basically make it optional,
and the agreement is based upon reactions to State and local
welfare agencies.
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And, for the first time, Congress is beginning to get
feedback on the State and local impacts of its decisions, and
they're starting to reevaluate. This public assistance with-
holding question 1s just sort of the start.

It's the first time I've seen it, that kind of feedback.
And the guestion on the automatic certification, the debate
cver it surely reflects the fact that Congress is hearing
about the problems they caused with the rules that are generated
by their laws.

Mp. Bichardson, you raised the point that you fwrmished information
to Congress on how various food stamp proczsses worked.

My question is, why don't the Congressmen go out cvd ask Agriculture
Jor this information. That's vhat ve at GAO do, basically, and let me
amplify it from the standpoint that when I reed the appropriations hear-
Lngs, it's sort of you don't ask any embarrassing questions and we won't
give you any embarrassing answers.

For example, a ccuple years ago we were reading in the appropriations
hecrings and FNS mentioned, "Oh, yes, we’'re trangferrirg $19 million to the
Department of Labor to administer work registration.’ "That's nice.” And
they go ¢n to something else.

There's absolutely no question as to, "Wy are you paying tnem $19
million? FKhat are you getting for it?"

We asked the agency later and they said, "Well, we’re not really
getting rmwck of anything for it.” .

MR. RICHARDSON: A lot of what I'm talking about is what
I see over the last 8 months, a completely changed extent of
congressional interest. So, first I think there is a lot more L . .
ccongressional interest now than there ever was at any:time,” &~ . 9. *37¢ %

changes.

And then, Mr. Steiner, I think, just flipping through a
little booklet, pointed out that in general the committees ir
Congress have avoided evaluation of the food stamp program. . :
They just ducked the whole thing until recently. -

oo

Some would argue even now that the Department has just
never been responsive when guestions were asked.

And, you know, I'm not sure, maybe from the State and
local side, but I know from the congressionzl side it just is
not responsive enough and it's not simply because they refuse
to look at the issues. It's because they don't know and they
have no system for finding out and I'm not sure why. Maybe
they've always not wanted to find out, but the USDA hasn't
been asked because it doesn't answer.
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AFTERNOON SESSION

KENNETH CLARKSON

There were a large number of questions raised this morn-

ing, and I would like to discuss some of these guestions
within the frameworkx of the study I've recently completed.
At the same time, I'm going to try and give mv impression of
the kinds of studies that GAC might do in the areas of food
policy, energy, or any other kind of problem that they might
want to look at.

The first aspe-t I'd like to comment on is the point
brought up by Mr. Steiner that it is necessary to identify
what the food stamp program does. That is to say, is it a
welfare program or is it some other kind of program?

This type of question is, of course, relatively necessary
for certain ingquiries, but if one intends to look at programs
with respect to more general goals, a better understancing of
the program is often obtained. For example, I don't think
nost of us would guibble over the classification of the focd
stamp program as a transfer program, as opposed to an invest-
ment or some other unrelated program. If that's the case, is
there a set of guestions or methodology of analysis that one
might apply to transfer programs that might differ froz tche
analysis applied to other programs?

I think there is. 8o I'd like to classify the food stamp
program as a transfer program, and then suggest a methodology
for analyzing transfer programs.

L8 ep o NOW e I cannot be entirely complete without having some , %ty
b°‘unotlon of kifds of resources that mlght be devoted to certain -

analysis. My study spans a period of about 15 months, and I
probably have anywhere from a half man-year to something
slightly more than that in it. However, if I have a larqger
commitment and if I had a lot of research assistants working
for me, it would have been a much larger analysis. . C e
When you have a transfer program, there are two aspects
that are relatively important to identify--recipient benefits,
as well as those that might attribute to nonrecipients, or
external benefits (those benefits that essentizlly influence
taxpayers, the policymakers, or other related individuals).

In order to do this, one must know how a particular pro-

gram modifies the sets of constraints--incentives, if you like--
facing the individual participants.
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Many of the kinds of guestions that we want to answer,
such as: (}) "wWhy is participation so low?" (2) "What is the
involvement of the work reguirement rules?" and (3} "What are
the effects of the deductibility of certain types of expenses?”
are more easily answered in the context of a very serious
analysis of the exact incentive changes of the recipients in
the program. )

Any program might alter recipient constraints. By changing
the relative price of fond, a program could make food relative-
ly less costly, or a program might involve a change in options
that is sometimes referred to as an all-or-nothing exchange
offer.

For example; suppose we give i1ecipients a card that says,
"I'm a member of the food stamp program.” This may mean that
when you go to the cash register the charge will be one-half
of the total food bill. The program in this form would change
the relative price of food, but that is not how the food stamp
program operates.

If you participate in the food stamp program, you must
give up a certain amount of your monthly income, so defined,
in exchange for a monthly allotment of food coupons. This
exchange offer is modified somevhat by the variable purchase
options, but for purpnses of this sessica we®ll ignore those
options. 1In the current food stamp mrogram, the set of in-
centives facing an individual are vary different than those
he would face if ycu lower the price of food to encourage
consumption.

By identifying the exact change in incentives and by
applying some very basic elements of economics, one can gener-
ate a large set-of implications related.tc the food stamp o«

‘program without'a detaiied investigation of the particular

facts of the program.

Let me give you an illustration. The food stamp program,
as we know, causes 1nd1v1duals to have a greatly enlarqed food
purchasing power.

o
(e}

In many cases, this increased food purchasing power may
be significantly more than the amount that the individual
would voluntarily choose if he 1ad an equivalent cash grant.
When the food stamp coupon allotment is greater than the amount
they would voluntarily purchase, economic theory would predict
that individual households would try to increase their satis-
faction by either legal or illegal methods of purchasing
nonfood items.

47

i AvAILABLE



BEST DOCUMENT AVAILABLE

Legal substitution of noniood for food commodities can
be made in various forms. While the food stamp program does
require the purchase of food, the requlations do not specify
the manner or conditions associated with the purchase of food.
For example, instead of going to the chain discount stores, a
participant may go to a local neighborhcod convenience store
which charges a higher price but provides some nonfood services
in the form of faster checkout and other related aspects.
Alternatively, the participant may buy food that essentially
contains a high deqree of packaged maid services., Thus, in-
stead of buying the meat, potatoes, vegetables, and preparing
the dinner, a recipient could buy a packaged dinner in a TV
tray or in some other form.

Most of us are also aware that some indiviauals will
attempt to make the substitutions by iliegal methods, either
by trading food stamps for nonfood items or by illegally
selling them.

While we do not have very much informatioz about the pre-
cise magnitudes of these activities, one can igentify some
major consequences of the particuiar form the food stamp pro-
gram has taken. These conseguencss can be derived, without
thorough and costly investigation, using basic esconomic prin-
ciples, and could have been identified in 1962 when Congress
was considering the bill. Furthermore, these implications
may also suggest some backup studies thzt GAO would find use-
ful for analyzing particular projrams.

o
There are several implications associated with the food
stamp program that can be tested, and some of them were actually

suggested to me by individuals who challenged the nature and
kinds of hypotheses that I was able to derive in the study. ..

For “example; using a methodology of analysis thatcexamines . w. ¢ op

changing constraints or incentives in the food stamp program,
one is able to spec’”y that there will be a2 certain amount of
wasta from the recipient's viewpcint.

- . .This waste occurs beccuse recipients cannot buy nonfood
items with food stamps, and thry would be willing to take a
smaller cash amount in lieu oI the food stamp %onus. Under
such conditions, economic theory would predict that the esti-
mated eguivalent cash amount would actually be a better pre-
dictor of participation in the foocd stamp program than the
actual food stamp bonus.

This type of implication can be tested with relatively
crude but highly reliable data and statistical techniques,
as demonstrated in my study. The results clearily indicate
that this type of testing procedure, which tan be done rela-
tively easily, does have high benefits in terms of learning
about in-kind transfer programs. \\\

48 \



T, aeRa T gyt

In addition, this procedure permits estimation of indivi-
dual household and average bonuses, recipient valuations,
waste, and changes in food and nonfood consumption. Results
for June 1973 show that the average income of participants was
$168 with an associated bonus cf $45, which represents the
differerce between the actual allotment and the purchase
requirement. The estimated subjective evaluation of this bonus
b; individuals who participated in the program averagad approx-
imately $37.

From the recipients' viewpoint, this implies an average
waste of approximately $8. These est mates, of course, were
made with several simplifying assumptions; however, modifica-
ticn of tiese basic assumptions do not change the overall
findings. For example, changes in the assumptions regarding
food preferences and actual food consumption do not alter the
basic findings. In additicon, modifications in the relation-
ships for testing participation in the food stamp program as
a function of the subjective valuation as opposed tc the actual
bonus do not change the basic findings of the study. These
modifications included specifying linear, semi-log, and double-
log participation functions, as well as specifying alternative
food consumption parameters.

Using the same information, estimations on the relative
change in focd and nonfood consumption by participation in the .
food stamp program relative to a cash-out can also be made.
For the average June 1973 participant, the change in food
constvmption was $33 -and noniocod consumption was $12, the latter .
representing the difference between previous food consumption
and tne purchase requirement.

These results can alsc be compared directly with the S A R S Y-P
change in~food. consumption wit.. a cash grant which shows an = . <% ’
effective increase of approximately $18 in food purchasing
power by food stamp recipients.

One shculdn't bet one's life nor even a large proportion

- .0of cvne's wealth- that these numbers are precisely correct, but

they do give a very good idea of the nature of different kinds

of problems that might be involved, and provide valuable in- <.
formation to policymakers, without elaborate and costly sur-

veys or other methods.

There's another class of benefits, the external benefits
that were mentioned earlier, that regquire a different type of
analysis. For the most part we might assume that Congress
specified what external bensfit >utcomes are dessirabls in the
enabling legislation of the program. For the food stamp pro-
gram, the objectives were to improve agricultural incores and
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improve nutrition. Conseguently., cne can look at the avail-
able evidence to determine if these objectives have been
attained.

Up to this point, we were only concerned with the out-
comes of a particular policy, and Zfor the first time we zre
concerned with the particular aspects of this transfer pro-
gram.

rossible changes in agricultural incomes were examined
by investigating the relationship between relative agricul-
tural incomes, the total food stamp bonus, and other variables.
This relationship was statistically insignificant, suggesting
that other wvariables were responsible for the change in rcla-
tive incomes. Perhaps we shouldn't be too surprised at this
result since the average household only increased food con-
sumption by approximately $400 under the food stamp program,
which, when totaied for all households, represents about $'.5
million in increased food purchasing power. This amount is
less than 2 percent of the fotal amount spent on food, and
only about 11 percent of these food expenditures becomes in-
come to farmers. Of course, more is transferred to farmers,
but factors of production must be paid from the total food
expenditure transfer.

To understand the potentlal charges in nutrition by food
stamp participants, it is bert to return toc the earlier
predictions from the constraint model. An income transfer
that requires an individual to give up a certain amount of '
general purchasing power or money in exchange for the specific
purchasing power or food stamp currency implies substitutions
when possible.

Since we know that people will try to make these substi-

tutions, one can look at basic expenditure patterns to deter-
mine changes in food consumption at higher food expenditure .
- léevels Studies show .that individualsy choose better tasting, < o ¢ %0
or more palatable diets with higher food budgets. These °F
studies suggest that we would expect to find a significant
change in the mix of foods as well as an overall increase in
food consumption. The evidence that I was able to tuvrn up

.confirms those implications. And wha: was completely surpris-
* ing, and something I have to rely on totally from other
studies, was that the nutrition associated with this new bas-
ket of foods, even though there was more caloric intake, did
not significantly change.

Finally, when one studies Ffederal or other public programs,
it is important to try to estimate the aéministrative costs of
each specific program because there may be significant differ-
ences among pragrans.
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We saw the long chart of the processecs in the administra-
tion of welfare programs, and we know that cach cne of those
processes involves the use of real resources. In the case of
transfers that involve cash, such as the Social Security pro-

ram, we know administrative costs can b= as low as 2 to 3
percent of the amount of the transfer. Beczise the adminis-
trative procedures of *he food stamp grcgran are mcrs compli-
cated and because some houscholds wilil attemst to maxe illegal
substitutions of nonfood for food itens, program adéministrative
costs should be higher than 2 program that transfers cash.

For the food stamp prcgram, estinmating the administrative
costs was probably one of the most difficul: aspects of &
study. There just isn'!® reliable informaticn of total pro-
gram costs, except those reported in “he apcendix cf the
Federal Budget. These, however, rerresent only expenditures
by the Federal Government and do not include the monltoring
costs by the U.S. Department of Agriculture, the FBI, or any
other organizati-n that enforces various aspscts of the program.

Cost estimates were obtained by specifving a functional
relationship relating cost to the size of the bonus and house-
hold participation, wlich are the most important variakles
with respect to the total costs of thz food stamp progran.
Estimates show that the total bcnus variable was ssssntially
insignificant. Furthermore, the estimated ccefficient on
participation indicates tha* the average and marginal cost of
the program are identicai. Under such conditions, an estimate
of state or local costs can be added to obtain the total cost
function. This cost function shows <..at average ~onthly admin-

istrative costs are approximately $4 oer housshold. These
condivions will not always exist in zoe zdministration of a -~
Federal program, put it is 1likely tha+t there are esguzlly
desirable methods for estimating the costs 6f a particular
transfer or other rFederal progran.

R - g _ e e e o i S SR
. If you.add the estimated reécipient wiste of fhe “ood:
stamp program, which was approximately S8, to the average

administrative costs, one obtains an cverzll o
food consumption of approximatelv $12 zer monzth

e
stz of zmodifying
rer housenold.
In return, the effective increase in. food consumption © = -
approximstes $18. This is a rather ramarkabie outcome of the -.
food stamp program. We have a massive and costly policy to
alter food consumption which results in a small increase in
actual food consumption.

I sce that my time has run ocut,

O perhaos we can bring
up some of these issues during the di

cussicn pericd.

th h
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I'm going to be speaking on the current congressional
interests, as I can sce then through my limited

view about

food stamps. The najor point I want to make is that over

the last 8 to 9 months, Congresszen, mexbers of committees,
first time in my four years of asso-
ciation with the food stamp program become willing to lock
more deevly into the program, into its chjectives and

and staffs have for the

how it works than ever before.

They're starting to ask me, in oy capacity as an
mation provider, guestions that so bevornd descrip

tions.

Now, this is not to say that the olé recurring issues

into

N

1

infor-
tive ques-

which most of you heard of, things like strikers getting food

stamps, students getting food stamps, anc of the voluntary
poor getting food stamps, is not still very important; but
that in their
guestioning about what the food staxzp program does and what

many members have started to go zZuch beyond

it should achieve.

So far it is not extended to guestions that would go a
And as I sail earlier the sp

far as cashinr out stamps

of interest thcc seems to be devsloping starts with Mr.
Buckley's and Mr. Michael's bill and others and runs a ganut

to as yet an unseen but what will probakly be coming out soon,

Py
[=Toam

a liberal type proposal, one micht call it, with the USDa
aave any

falling about in the middle, altZough it doesn’
{Ed. note: The Administration biil

formal proposals vec.
was introduced in October 1975.)

Now, before I get to that spectrum, I want to talk
little bit about why I think there is this new w1111ncﬂess to

RS
r R

look more deeply into the prograrm.
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Why is Congress willing to review the fogd st«qp grogtam7

I think there are three reasons. First,

enough is the impact of court decisicas. There nave been
several on the food stamp program. oL - :

o

The impact of those decisions on congressmen is thaf they

o

o
3
r

unm

are seeing the law they wrote on food stamps, which is a wvery

general law, interpreted in a way that many of
not at all what they intend2d. Because of this,

lative change is discussed and a desire to make intentions

very, very clear.

them feel is

you find an
incredible desire to be very specific now whenever any legis-

and interestingly

OOO
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When someone wants to be that specific and make their
intentions tha* clear, they start having to ask guestions
about how the program runs and about the impact of their
decisions. And so suddenly--well, not suddenly, over the
past 8 months--people are starting to ask questions adbout
how the program runs.

Secondly, I think the Administration _-.oposal for an
increase in purchase prices to 30 percent - that happened
late last year and got to Congress early this year - broke
the ice.

Ontil recently, there had £
structural changes in the food stamp pr 1ly we
found from the Administration, a proposal that would 2ave
made a basic structural change. And this - I don't want to
overstate it, opened the door for the people to start thinking

about making major changes in the program.
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Thirdly, as has been touched upon by the other sceakers,
the growth in cost and participation has had a rather direct
effect on congressional offices--in the amount of mail they
get, and the questions ané complaints they get, both on the
side of the recipients and those who are not recigients.

I think these three factors have been the major causes
of a new willingness to ask guestions about the food stamp
program and probe a little more deeply than has been the case,
at least since '70-'71 when the last major amendments went
through.

Congressional interests

Now, to get back to what I see as the range of interests
that are developing. As I said, I look at it now as a contin-
< .-UuR or a spectrum that starts with Mr. Buckley's and ¥r. - gk
TMichel's bill. This bill, to simplify it a bit and I hope )
not too much, has as its basis a return to the idea that the
food stamp program is a food assistance program, with the
emphasis on food for poor people and people who cannot get by.

R
-
.

. This emphasis is evident from two’ key provisions. First,
there is the provision that purchase requirements go %o 30
percent or the amount thet a similar household pays for its
food as established by Consumer Expenditure Surveys.

Right now, there is a guestion as to which one of those
factors would outweigh the other, whether 30 percent will
become the rule or whether what other similar households
pay will govern purchase prices.
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But the fact that in the bill there is a2 stated intent
that we should be trying to get people to pay for food stamps
what other similar households would pay, returns us to what
the food stamp program was before 1870, in the sense that
people are to be asked to pav what they would pay without a
food stamp program.

That I think is a major thrust of the bill. The other
evidence of a thrust towards returning to food programs for
the poor people, or for the truly needy, I believe, is as it's
most often stated, is a substantial cutback in eligibility
standards.

In this regard, the idea of "it:mized" deductions is
thrown ocut and there is a return to the idea of counting gross
income. Moreover, you have the dollar levels to which tne
gross income is compared for eligibility dropped to the poverty
lines, which are about 30 percent below what they are now in
the food stamp program for net income.

Next along the continuum, I believe, although I must say
it's unstated, is the USDA approach. This approach would tend
to leave the program as it stands, basically as a mix be-
tween an income transfer and a food pregram, while bringing
in some new concepts to, you might say, "rationalize™ the
program.

This approaci has not, as yet, garnsred a lot of expressed
interest on the part of congressional oifices, partly because
there's nothing they can pin themselves to. There is no set
of comprehensive recommendations in the USDA report, thus
peonie are left sort of hanging if they do favor that approach.

- Thirdly, along this continuum or spectrum, we can expect
praopasals from the pgople wno have generally been.responsible « o

for most of the proposals-for“changing the-food stamp.pro~ v °© oo

gram--that is the "hunger lobby" or more ™“1liberal® D*opOuents
of change.

There is in the works from their side scme kind of ap-

‘proach that would address the issue of people with high gross ,

inccomes participating in the food stamp program and probably
take the form of putting a gross income “cap® on the program.

In other words, recognizing that there is a problem
connected with "itemized" deductions ané that people with
large incomes can get on the program, tke solution would be
to put a gross income "cap® of $10,%00 or $11,000 on eligi-
bility.
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No one as yet has stated a figure, but -hat's the kind
of idea that seems to be ererging on that ernd oI the spec-
trum.

No one I've seen or heard vet has breached the subject
of going all the way to "casn-out,”" at least in food stamp
circles in r‘oagress. There is the "Cornell"” bill--the end-
product of Martha Griffith's studv cf welfare programs. And
it has garnered some interest, but not, as far as I know,
from people who are also involved in food stamps

The "cash-out"” 1issue may become important but at this
point ir time, it has not yet surfaced in Congress.

That's the general spectrum of interest as it now stands.
The kinds of particular interests that are becing expressed
center on recurring problems such as participation by the
voluntary poor (strikers, studernts, and people who guit their
jobs}.

Other recurring interests are the effectiveness of the
work registration requirement; the problem of SSI and food
0

1

stamps; increasing allotment levels; the problem of where we
should set the purchase requirermant or wrnether there.should
be one at all; and, finally, fraud and abuse.

Among the new issves and the things that show, I think,
Congress*® willingness to go teyond the set of recurring
interests, are first, the renewal of a courle of dormant
issues such as outreach and participation rates.

In 1969-70, the USDA reduced purchase reguirements, and
those purchase requirements, as set back then, are basically
the purchase regquirements we have gonay.

0 O"‘ n
o That drep in ourchase rpqulfementS'was very much %he
result of Congressional and public concern about low partici-
pation rates in the food stamp program and it was thought that
it put to rest concerns over low participaticn. But now the
issue of outreach (bringing people on and what you can do
about low participation rates) nas resurfaced. - oot

Another dormant issue is the worry about growih in costs.
This has not been much of an issue (it was back about '69-'70)
but now its also resurfaced.

o
.

Secondly, in terms of "brand-new" issues, there is the
whole concept of counting gross incomes versus net incomes
and the use of standardized deductions. This has caught a
great deal of congressional interest.



The only bill or actual propnsal that deals with this,
so far, is the Buckley-Michel bill, which would basically
drop all deductions and then go to gross income for eligibil-
ity. But the point is that congressional offices (staffs,
congressmen, committee members) now have some kind of fix on
the fact that there is a difference between net income and
gross income in the food stamp program; that it affects par-
ticipation; that it affernts the kind of benefits people get
out of the program; and that there are inequities ccunnected
with the difference.

Moreover, there is a new realization that state and local
administratcrs have to be listened to and that their feedback
is important in dealing with any changes in the food stamp
program.

It's been a long time since I heard anybody mention
state and local administrators when they talk about changes
in the food stamp program, but over the last 5 or 6 months,
I'm not guite sure why, there has been a renewed interest in
listening to state and local welfare people who have to run
the program and listening very seriously to their views about
changes. There's likely to be a change in the law in more
than one area as a result.

I think a good ending to my presentation--to show the

new interest in detail evident in congressional consideration -

of food stamp program changes--would be a discussion of the
recent hearings and mark-up on the so-called "quick certifi-
cation" proposal. c <

This bill started off in the Senate as a provision for
quick certification, i.e., certification on the same day and
nlssuance of food stamps on the  same, day ko anybody who makes
Qﬂﬁa reascnable attempt to apply.: I N A

It also included provisions for continucus eligibility.
It came to the House and was subject to a very extensive
discussion in the House Agriculture Committee.

o
o

" The example that comes to mind immediately is not re-.
latedto quick certification, but to the continuous eligibil-
ity provisions. Continuous eligibility was a provision in
the Senate bill that came to the House and it was a provision
in Mr. Foley's companion to the Senate bill.

Now, normally "continuous eligibility” as a piece of

language in a food stamp law probably would have been looked
at with a minimum amount of discussion.
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But what happen@d was a very detailed discussion as to
what it really meant in terms of how the program would oper-
ate with the focus being on the guestion of prior notice and
hearings.

Prior notice and hearings entered as an Jssue because,
under the original Senate bill, there had been a situation
set up through the bill's language plus the legislative
history, whereby a person, once on the focd stamp program,
would be on until he was made ineligible through a fair
hearing process.

In other words, a state or loczl agsn~y could decide
that a person was ineligible or reduce his benefit but that
would not have any effect if the person appealed or until a
fair hearing had been held.

That became the real issue in terms of continuous eligi-
bility. Continuous eligibility implied on-going eligibility
until a fair hearing decided you were off the food stamp
program.

The committee for - again I kees saving for the first
time and I'm sure there have been instances in the past,
but for the first time in my memory or recollection--proceeded
to go irto it in rather great detail and still hasn't resolved
this issue.

But that they're willing to go iIato that kind of detail

that .odes well for the program. No matter what side you
take «n whatever issue, it bodes well that, for the first
time, you have committee members wanting to go far beyond a
bill's language--into actual program operatlons.

°*g- Usually food stampgleglslat;on kas been’ cfer} géherally -
phrased. It's not been terribly specific, and this has led
to giving a lot of leeway tc USDA. Congressmen are changing
their minds about that in terms of food stamp legislation.

One other new interest that indicates the broad range of
new 1nterests, is sales taxes. This has now become an
interest in congressional offices. o °

I don't know how many of you know this bu:t when some-
body purchases food stamps, what they pay includes the sales
tax, if there is a food sales tax, in that state.

This is starting to be probed. I haé never even heard
anybody mention it prior to eight or nine months ago, but
people are now becoming interested in this and that means
that congressional offices are locking more deeply than they
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ever have into the program--whesther or not anything is
changed.

It's not something that springs out at you from a quick
investigation. A quick look at the food stamp program would
not highlight the fact that food sales taxes are being charged
on food stamp purchases.

How can GAO help?

Finally, in terms of how GAO can help in the current
congressional consideration of food stamps, I would like to
point up some areas that need exploration.

For example, no one knows haw many strikers or students
are getting benefits, what kind of benefits, or how long; and
there are only scattered estimates available.

It*s this kind of kackup that I think is needed by con-
gressional oifices. I'm not saying that this will bring
about a decision issues like these. It's just that they need
help now that Congress is willing to take a hard look at food
stamps.

I'm reiterating the point I made earlier, and that's
that we have all this new willingness to explore the food
stamp program, plus you've got old issues that still haven't
been resolved to anybody's satisfaction; all of them crying
out for help in terms of just information, not necessarily
statistical.

So far it has not come from the USDA. It could come
from the state and local neopl wkich is beginning to happen.
It could comé’ fror GAQ. and 4t even could come from Congress
itself.

There is a major study now in the House Agriculture
Committee, to try to get some information together but they'we

had to do it themselves because nobody has done it for them.

Whether they'll be successful, because they have a very
limited timeframe to do it in and 1imited staff, I don't
know, but it's just an indication that they think that gather-
ing information and educating themselres was so important that
they were willing to spend $200,000 to do it.
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AFTERNOON DISCUSSION
Mrs. Allen, during lunch you were Jicz.scicg 1o 3ib%
doing a study showing the effect of casnivz out tne
Hould 1 you go over tiis again?

MISS ALLEN: Yes, we were talking zbout what would
kappen if you did cash-out food stamps. Of course, the only
way to really find that out is to have a field project.

It doesn't do to just simply compare food consumption
of people who are on the program as compared to people who
are off, because obviously that's apples and oranges.

People who choose to participate in any given income
level probably do so because they value food more highly
than those that don't.

So you're going to see a difference in food consumption
which isn't produced by the program but by people's taste.

The only way that you could really make such a compari-
son would be to actually cash it out for a group of people
and compare them against people on the program. That's time
consuming and expensive, but you have a natural experiment
operating that you could go and loox at, at a very inexpensive
price. That is the Seattle and Denwver income maintenance
experiments, because essentially *“hose programs did cash-
out foeod stamps, not for the purposes oi studying the effect,
but because they wanted to have control of the people's
total guaranteed income and their total tax rate.

Essentially what these experiments do, is if you choose
to go and get the food stamp benefitr, they tax it et 100
percent. They take away an equivalent amount of cash. }ﬂ {3, cCiaa
. hisfis probably-in violation of Departmént of Agriculture. o ° o > 8
regulations, but we hope no one will bring that up because
it would ruin the experiment.

So there you have a true comparison. You could go in
~and look at the experimental group amd look at the people . - e e
with a combined income, both from the experiment program
and from their oww. income, compare if te people in the con-
trol group with an equivalent amount of income in cash and
the food stamp benefits. 8o you have a pure comparison and
can look at their food consumption patterns.

Now, what is missing is the fact that they don't
gather data on food consumption in the income maintenance
experiments, because, of course, income maintenance experi-
ments are run by HEW and food stamps are not their program.
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But I would think that if the GAO made a request to HEW,
it would be relatively easy for HEW to direct Pood Research,
who is the main contractor for the experiments, to add to
the questionnaire for a limited period of time a reguirement
for the people to record their food expenditures.

I wouldn't make this go on over a year or anything like
that but say for a month, and there you wonld have what you
wanted--a comparison of cash-out on food stamps and it seems
like a very obvigsus thing to do.

HEW will not do it on their own.
This is cash-out from the standpoint of impact on recipients?

MISS ALLEN: On the recipients and on the consumption
of food, which is a big issue.

Now, the other thing that you would like to lock at,
and you have to have an additional grecup for it, is that
half-way option which I suggested, which is that if vou simply
eliminated the purchase requirements that puts you somewhere
in between the effect of complete cash-out and the current
program. You could probably estimate that fairly well by
interpolating between the two observations.

In fact, we may be attempting a simulation along those
lines soon, changing our participation functions in the food
stamp model to accord more closely to the rates observing
cash transfer programs. That probably is mot a bad approxi-
mation. but it®s not anywhere near as good as you would get
if you actually went out and tried it out.

:°¢.s15Thetthing about doing these experimental programs is it

would be relatively cheap to do, because in every case you're
only talking abort taking money that's paid out in the form
of food stamps and handing it out by cash as in the income
maintenance experiment.

“.-If USDA had an experimental authority,-vou could do that

-°kind of .thing and your only net cost would be the cost of

gathering the data.

Mr. Moe and I were talking earlier at heowch om cash-out zlso, but
more from the standpoint of the delivery system.

Would you care to elaborate? He was looking at it from
the standpeint of five States that have partial cash-outs in
the SSI program and the questions of cost in relation to this
cash-out.
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MR. MOE: Yes, I mentioned this morning we cashed out
193,000 of the program under H.R. l--providing $10 acddition-
al in their grants--although somewhere betwesn 25 to 30
v percent of those people had not previously participated in
the food stamp program.

About 3 or 4 months ago, Congress decided that they'd
like to discontinue those cash-out States--California being
one of them--sr, we did a cost analysis of what it would cost
us administratively and what the benefits to the recipients
would be if we were to reinstate those 193,009 cases whizh
now have become 225,000.

We determined thxat the benefit the recipients would get
would be approximately $25 million a vear and the adminis-
trative cost for providing those benefits would be approxi-
mately $25 million a year; so, in other words, we'd he
spending a dollar to give a dollar away.

We wrote letters to our Senators, Mr. McGovern, and
other people; and McGecvern said, "I see the rroblem,”
and I think that's the reason we were able to survive for
one more year on our current cash-out problem.

It sort of ties in with the conclusion the’ Mr.
Clarkson had earlier about the administrative ¢ ist.

I th:ink one of the things we®ve been taiking about all
day long is cash-out and I'm not sure, frankly, that I under-
stand what that means.- Now, I know what I mean when I say
cash-out because I'm relating it exclusively to public
assistance cases.

o o I can easily see how that can be cashed-out by adgding e g0

:°??‘G§C; %o ‘the amount of the grant, bwt on nonpublic assistance -e ®

" “ cases I haven't the foggiest idea how we would ever go about
cashing out that, because the minute you did that then you're
into a guaranteed annual income, and that's a whole new ball-
game.

MISS ALLEN: Absclutely. NoW, we have collected a

fair amount of data for the welfare reform thing, again
coming cut of the income maintenance experiments. Now,
that's where my firm--Mathematica--is at. We run the field
offices and do the interviewing and sc on.

At the request of HEW, Mathematica did do a pretty
comprehensive analysis of what it's costing us to run the
income maintenance experiments, which is a guaranteed
annual income. 3
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The only thing is, you have to be careful when you do
When somebody says something like percent of benefit
It makes a big difference how big

that.
cost, be very careful.
your guarantee 1is.

- You can make the income maintenance experiment look
like they‘re practically free to run by handing out great
big benefits. 1It's just as cheap to process a big check as
a little check.

So you have to be very careful in how you present
aéministrative costs, but it's not an irrelevant thing to
dc though.

The reason the food stamp administrative costs look
so high is that the benefiis are relatively low because they
only cover one form of consumption. That says something
too--that if you're going to get into this voucher business
of stamps for this, stamps for that, you're going to run
very, very high administrative costs.

There are available gquite a lot of costs figures on
running an income maintenance program and a lot of compari-
sons with costs of running the current velfare program.

The most extensive analysis that we've done has be=n
for the State of Colorado. Colorado has a proposal in to
HEW to implement monthly income reporting in their AFDC
caseload--using a system very similar to that whicl: is used
for the income maintenance experiment--but they would like
very much at the same time to do the food stamp calcilations.

it's cheép@fbr‘§he~computer if:you can get jusi, o ) sose p 6,
standard definitions of income. You don‘'t have +o have the . e e
same benefit formula. All you have to have is count the

same things as income, which is not the case now.

The differences have been analyzed; they’'re not great.
You could make. them the same without much effort; and it S
takes the computer a few microseconds to spit out two ° °
benefits instead of one.

Colorado can't do this because of the fact that
Agriculture has no authority to give them any; tc let then
do a pilot program.

But that's the kind of experimentation that one would

like to have to go on in several places and then get
everybody together to compare experiences; and it's hard to

do right now.
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MR. CLARKSCN: I think experimentation has an awiul lot
of benefits, but you always run into tnis problem. It seems
to me whenever we get a new bill it turns out that we
studied the wrong thing; and by that I mean, instead of cash-
out, which we've studied for 6 months, the President says
we'rz not going to casn it out completely. We're going to
go to; we'll just call them essential stamps.

Essential stamps let ycn buy housing, transportation,
medical care, clothing, and food; but ncihing else and
that's a completely different set of constraints, as opposed
to the cash-out, but it comes close enough that it might be
in fact a more politically viable option than the cash-out
program.

So then what happens? Well, we have to interpolate
with respect to the studies we have; and that's why it's
useful to have information, because sometimes wlen we gather .
information we're fortunate enough to collect statistics
that we don't use but that are then useful for the new
analysis.

But it would seem to me that an organization that nrcs
a free hand might look more at ranges of pcssibilities—-
trying tc see what we can answer with the existing set of
data that we have and which kinds of questions we can't
answer.

I'm very surprised, in the income maintenance experi-
ments, that they do not list right now--m>vbe they do—-what
food expenditures are, what housing expenditures are, i:el,
transportation, because we've already had recommendations
for transportation stamps. There are also recommendations

. for housing stamps and, of course, we could JLSt sit downo o Toe R

Do
“%

and see what are the important goods. - °

I suggest spending your resources tha* way, as opposed
to trying to second-guess what Congress is geoing to do.

, There are a lot of reasons for that. One is you don't'
e an know which committee itfs going to come ocut of, and if °
you had to sit in 1980 and guess where the special program
on food would come from, I don't see how you could do it.

MR. MOE: I think there are some logical assumptions
you could make though about the future. For instance, I've
never read any of the new bills, either food stamps or
welfare, where they didn't list work registration as a
requirement.
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Now I've done a study of work registration in Los
Angeles County and I found it a disaster area. Now it
would seem like to me that this is going to be 2 part of any
future AFDC-food stamp reform, and it would seem the logical
thing for the GAO to tackle an investigation of the Talmadge
Amendment benefits, the work registration regquirements, the
sanctions' provisions and getting people off welfare if they
don't follow up on their work assignments.

That would seam to be an absolute gold mine for you to
be looking at.

I have another. In Californi« we had a problem with
aliens. We've got problems on top of problems, and I know
a lot of the southern States are going to have the same
problem if they don't already have it.

We initiated a welfare form whereby the eligibility
worker, upon the vaguest suspicion that she might be dealing
with an alien, would make out a simple referral to I&NS--
Immigration and Naturalization Service.

Thelr responsibilities were to process tnis and deter-
mine whether this person was a legal alien or not. If they
were not, well, obvicusly, they were not eligible for AFDC
or food stamps.

We began turning these things in to I&NS, andé one day I
asked what the status was. We submitted 3%,000 tc Is&NS, and
I asked what tvpe ¢~ response we had from I&NS. They said,
"Well, we haven't heard anything from them."

So we went over to investigate the problem and they
were stacked along the wall, 18 sacks of WR-6 forms that
nobody had even opened yet.

6 < .
o0 .. -7
4 - L

- * We began ‘Workifhg %ith°IsNS to see what the-probléem was;
and they said, "Well, we have a clerical problem. We can't
get these things sorted out so that we can get t¢ work on
them. ™

. So then we said, "Suppose we provide you the ‘clerks?"
And it took 8 months to negotiate that--to get their per-
mission to go into their secret room so we could do their
work for them in getcing these things out.

After 8 months this program went on, and it was really
doing well in terms that we had about half the work done and
I&NS was beginning to respond to more and more of these
inquiries.
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We found there was about @ tnousand people they had
no record of on the west coast, so they're dumping that
problem back here in the Washington I&NS office.

Then we got a new State administration and they
cancelled the whole program. So now we're back in the
process of dumping these WR-6 forms back into I&NS, and
the Michel bill and the Buckley bill, both on the food
stamp issue, say let's refer these aliens to I&NS.

Well why doesn't somebody lock at I&NS' performance on
this thing because it's going to be coming along? Any way
you leook at it, it's going to be an issue.

MR. STEINER: It seems to me to raise a very funda-
mental question and one of considerable interest--notablv,
is the goal to restrict entry to a welfare program or is
the goal to maximize entry into the welfare program?

Is our preoccupation appropriately with turning out
illegal aliens and narrowing in on fraud or is our pre-
occupation with the outreach question that was talked
about before?

MR. MOE: Can I answer that? On the local adminis-
trative standpoint we only have one obligation and that's to
obey the law, and the law says that you refer the aliens to
I&NS and that's what we do.

MR. CLARKSON: Well, it says also that you go cut and
find the people that are eligible and you get them on the
prog.-am. :

MR. MOE: No, they come to us.

«2°.. <= MR. CLARKSON: ﬁ;here§s,a_gertificat%on requirement ;but,
““you're supposed to inh some'sense hang out signs. You're -
supposed to find these people.

MR. MOE: You see we don't h.ve a bit of trouble find-
ing them. They come tc us at the rate of 59,000--1 every
9.seconds. - . . R . L o

° ©

MR. STEINER: Maybe there are 89,000.

MR. CLARKSON: At the same time, you're supposed to
exclude some of them as well. You know, first of all,
people who make $25,000 or better, that's one class that
you're supposed to exclude.
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