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ABSTRACT 

The Food Stamp Program has  undergone a number o f  major  changes s i n c e  

i t s  modern v e r s i o n  was e s t a b l i s h e d  i n  1961. It i s  now one o f  t h e  l a r g e s t  

"welfare" programs and provides  an income supplement t o  t h e  food-purchasing 

power of  more than  18 m i l l i o n  persons  each  month, a t  a c o s t  o f  n e a r l y  $7 

b i l l i o n  annua l ly .  

T h i s  paper  t r a c e s  t h e  h i s t o r y  o f  t h e  program from 1961 through 1979, 

wi th  an emphasis on how program r u l e s ,  ph i losophy,  p a r t i c i p a t i o n ,  and c o s t s  

have changed ove r  t h e  y e a r s .  



CONTENTS 

ABSTRACT ........................................................... iii 
THE FOOD STAMP ACT OF 1964: 1964-70 ................................ 1 

............... RELATION TO THE FOOD (COMMODITY) DISTRIBUTION PROGRAM 5 

....................................... THE 1970 AMENDMENTS: 1971-73 6 

THE 1973 AMENDMENTS: 1974-77 ....................................... 8 

THE FOOD STAMP ACT OF 1977 ......................................... 10 

OPERATION OF THE FOOD STAMP PROGRAM..197 1.78 ........................ 11 .................................................... Eligibility 11 
Benefits ....................................................... 12 
Administration ................................................. 13 
Use of Food Stamps ............................................. 13 

.................................. MAJOR CHANGES MADE IN THE 1977 ACT 13 
Eligibility Changes ........................................ 13 ................................................ Benefit Changes 15 
Administrative Changes ......................................... 16 
The Appropriations Ceilings .................................... 17 

1978-79 TRENDS ...................................................... 17 



A CONCISE HISTORY F THE FOOD STAMP PROGRAM 

The modern Food Stamp Program began a s  a set o f  p i l o t  p r o j e c t s  i n i t i -  

a t e d  by an execu t ive  o rde r  i n  1961. - 1 /  The o r i g i n a l  e i g h t  p i l o t  p r o j e c t s ,  

s e r v i n g  about  140,000 persons a month a t  a Fede ra l  c o s t  o f  $13.1 m i l l i o n  a 

year  ( f i s c a l  1962) ,  grew t o  43 p r o j e c t s  ( c i t i e s  o r  c o u n t i e s )  spread a c r o s s  

t h e  coun t ry  by 1964. The p i l o t  p r o j e c t  s t a g e  ended i n  1964, w i th  t h e  enac t -  

ment of t h e  Food Stamp Act of  1964. A t  t h a t  p o i n t ,  t h e  program was s e r v i n g  

some 370,000 persons a month a t  an annual  Fede ra l  c o s t  o f  $30.5 m i l l i o n  

( f i s c a l  1964). 

THE FOOD STAMP ACT OF 1964: 1964-70 

The Johnson Adminis t ra t  ion submi t ted  a proposa l  f o r  a Food Stamp Act 

t o  Congress i n  1963. I n  August 1964, w i th  minor changes from t h e  Adminis- 

t r a t i o n ' s  p roposa l ,  t h e  Food Stamp Act of 1964 was enac t ed  t o  enab le  S t a t e s  

t o  e s t a b l i s h  a program, i f  t hey  chose t o ,  i n  a l l  o r  p a r t  o f  t h e  S t a t e .  

Under t h e  terms of t he  a c t ,  e l i g i b i l i t y  was t o  be de termined  by t h e  S t a t e s ,  

u s ing  s t a n d a r d s  c o n s i s t e n t  wi th  t hose  used by each  S t a t e  i n  i t s  ca sh  wel- 

f a r e  programs. Bene f i t  l e v e l s  were s e t  by t h e  F e d e r a l  Government and t h e  

Department of A g r i c u l t u r e  was t o  be t h e  a d m i n i s t e r i n g  agency. 

1/ From 1939 t o  1943, an e a r l i e r  v e r s i o n  of t h e  Food Stamp Program 
was in e f f e c t .  Th i s  program c o s t  about  $260 m i l l i o n  ove r  i t s  &-year e x i s -  
t e n c e ,  and ,  a t  i t s  peak,  reached some 4 m i l l i o n  persons  a month i n  a lmost  
h a l f  t h e  c o u n t i e s  i n  t h e  coun t ry .  



While the Federal Government paid 106 percent of the food stamp bene- 

fits, the cost of administering the program was shared between the States 

and the Federal Government. States and localities were responsible for 

roughly 70 percent of their overall administrative costs, under a rather 

complicated formula that had the Federal Government paying 62-112 percent 

of some State and local administrative costs and no share of other costs. 

The Federal Government was responsible for all benefit costs, roughly 30 

percent of overall State and local administrative costs, and all Federal 

administrative costs, including the printing of stamps and Federal personnel. 

After determination of eligibility under State-defined standards, eli- 

gible recipient households were allowed to "purchase" a monthly allotment of 

stamps. The allotments varied by household size and region of the country; - 1/ 

they were set by the Department of Agriculture aicording to its Economy Food 

Plan. - 2 /  The "purchase requirement" that each participating household had to 

put up out of its own cash varied by income and household size and was also 

set by the Department of Agriculture, according to food consumption surveys 

indicating what lower-income households normally spent for food. The differ- 

ence between a household's "purchase requirement" and its monthly allotment 

was termed the "bonus" (or benefit). The general theory behind the program 

at this stage was that participating low-income households should spend, out 

1/ Two allotment schedules set differing allotments for Northern/ 
western States vs. Southern States (higher allotments for the ~orthern/ 
Western States). 

2 1  Monthly dollar amounts determined to be adequate to purchase a 
minim~lly nutritious diet. After a court suit, the basis for monthly allot- 
ments was changed to a modified version of the Economy Food Plan called the 
Thrifty Food Plan, in 1975. 



of t h e i r  own income, an amount e q u i v a l e n t  t o  t h e i r  normal food purchases  ( a s  

i n d i c a t e d  by consumption su rveys )  and t h e  Food Stamp Program would supple-  

ment t h a t  by g iv ing  a  monthly a l l o tmen t  which was l a r g e r  by t h e  e x t e n t  t o  

, c h i ~ h  ',- - m - '  expendicures  f e l l  ;C?-OW t h e  d o l l a r  amount determined t o  be 

adequate  f o r  a  minimally n u t r i t i o u s  d i e t  ( t h e  Economy, l a t e r  T h r i f t y ,  Food 

P l a n ) .  

Food stamp a l l o t m e n t s  and purchase requi rements  were f i x e d  a t  t h e  begin- 

n ing  of t h e  program and d i d  no t  v a r y  over  t ime ,  except  t h a t  an i n d i v i d u a l  

househo ld ' s  b e n e f i t  might  change a s  i t s  income o r  t h e  number of  persons  i n  

t h e  household changed. I n  f a c t ,  food stamp b e n e f i t s  (bonuses)  s t ayed  a t  an 

average of $6/$7 pe r  person per  month u n t i l  a d m i n i s t r a t i v e  r e v i s i o n s  i n  l a t e  

1969. 

From 1964 through 1969, t h e  Food Stamp Program ope ra t ed  a s  o r i g i n a l l y  

conceived i n  1964, wi th  on ly  minor changes. However, w i th  geographic  expan- 

s i o n  of t h e  program a s  more S t a t e s  chose  t o  o p e r a t e  a  program, p a r t i c i p a t i o n  

and c o s t s  grew. Table I s e t s  ou t  t h e  i n c r e a s e  i n  c o s t s  d u r i n g  t h e s e  y e a r s .  

These c o s t s  were i ncu r r ed  a s  t h e  number of c i t i e s  and c o u n t i e s  ( p r o j e c t s )  

p a r t i c i p a t i n g  grew from 110 i n  f i s c a l  1965 t o  1,489 i n  f i s c a l  1969, and t h e  

number of p a r t i c i p a n t s  grew from 424,000 persons  a  month i n  f i s c a l  1965 t o  

almost  2.9 m i l l i o n  persons i n  f i s c a l  1969. By 1969, t h e  program was oper-  

a t i n g  i n  roughly h a l f  of t h e  c o u n t r y ' s  3,100 p o t e n t i a l  p r o j e c t  a r e a s  ( c i t i e s  

and c o u n t i e s ) .  



TABLE I: Total Food Stamp Program Costs, 1965-69 
(in thousands of dollars) 

Administrative 
Federally paid costs paid by 

Fiscal Food stamp administrative States and 
year benefits costs localities Total 

NOTE: Federally paid administrative costs include direct Federal costs 
and the Federal share of State and local administrative costs. State and 
local administrative costs are not directly available for these years; they 
are assumed at 70 percent of overall State and local costs, given an assumed 
Federal share of 30 percent. 

SOURCE: House Rept. No. 95-464. 

In late 1969, the Administration decided, because of congressional and 

public concern over what was viewed as low participation in the program, 

that two substantial changes would be made in the system of determining ben- 

efits, both effective January 1970. The two separate benefit schedules (one 

for NorthernlWestern States and one for Southern States) were merged into 

a single allotment schedule. And, in so doing, "purchase requirements" 

were reduced for all households and monthly allotments increased in many in- 

stances. The result was a substantial increase in the average and maximum 

benefit levels. Whereas, average benefits had been $6/$7 per person per 

month under the pre-1970 rules, they climbed to about $10/$11 per person per 

month under the new unified system in 1970. Correspondingly, program costs 

rose as benefits increased and more States chose to enter the program due 



to more attractive benefits. Fiscal 1970 costs more than doubled thore of 

fiscal 1969: 

Food st amp Federal/State/local 
Fiscal year benefits administrative costs Total 

1969 $228.6 million 
1970 550.8 million 

$37.2 million $265.8 million 
48.9 million 599.7 million 

NOTE: See note and source for Table I. 

By the end of fiscal 1970, the Food Stamp Program was operating in 

:about 1,750 project areas, up from under 1,500 in fiscal 1969. Participa- 

tion had increased from just under 2.9 million persons a month to an average 

of 4.3 million persons. 

RELATION TO THE FOOD (COMMODITY) DISTRIBUTION PROGRAM 

As the Food Stamp Program grew in cost, geographic coverage, and parti- 

cipation, it gradually replaced the older Food (surplus commodity) Distrib- 

ution Program which had been offering benefits in the form of surplus and 

price-support commodities since the Depression. Thus, to an extent, the 

costs and participation levels of the commodity program were transferred to 

the Food Stamp Program as States and localitiqs chose to switch from one 
j- 

method of aid to the other. 

When the Food Stamp Act was enacted, the commodity distribution pro- 

gram was serving some 5.2 million persons per month in about 1,800 locali- 

ties, at a Federal cost of about $200 million annually. The value of 

average benefits (in the form of a "package" of commodities) was half that 

in the Food Stamp Program, about $3/$4 per person per month. 



By the end of fiscal 1970, participation in the commodity program had 

dropped to 3.9 million persons in about 1,350 localities. However, Federal 

costs had risen to some $290 million annually as the value of benefits were 

doubled. 

Thus, while food stamp participation grew by roughly 3.8 million per- 

sons between fiscal years 1965 and 1970, and food stamp costs grew about 

$560 million (partly due to increased benefits), the commodity program lost 

some 1.3 million participants and increased in cost by about $90 million 

(due to increased benefits). Geographic coverage of the Food Stamp Program 

grew by some 1600 counties between 1965 and 1970, while the number of locali- 

ties operating a commodity program dropped by nearly 400 counties. Over one 

thousand counties with no program opted for food stamps. 

THE 1970 AMENDMENTS: 1971-73 

In late 1970, Congress enacted the first major amendments to the Food 

Stamp Act, after an Administration request for new legislation. The 1970 

amendments (P .L .  91-671, signed in January 1971) accepted the administrative 

changes made in late 1969 (uniform and higher allotment schedules and lower 

purchase requirements, thus larger benefits) and made other substantial 

changes in the law that significantly liberalized the program. Food stamp 

allotments were to be annually indexed to the rate of food-price inflation. 

This automatically increased benefits annually since purchase requirement 

levels were left untouched and, because income eligiblity standards were 

increased as food stamp allotments rose, eligibility standards were also 

automatically escalated with food-price inflation. Eligibility standards 

were taken out of State hands and required to be federally established and 



n a t i o n a l l y  u n i f o r m ,  w i t h  v a r i a t i o n s  a l lowed  o n l y  f o r  ceoh w e l f a r e  r e c i p i e n t # ,  

and p a r t i c i p a n t s  i n  A l a s k a ,  Hawai i ,  and t h e  o u t l y i n g  t e r r i t o r i e s .  And, 

P u e r t o  R i c o ,  Guam, and t h e  V i r g i n  I s l a n d s  were  a l l o w e d  t o  e n t e r  t h e  program 

i f  t h e y  c h o s e  t o .  Other  minor  changes  a l s o  expanded t h e  program; f o r  exfim- 

p l e ,  t h e  1710 amendments conf i rmed  a n  e a r l i e r  a d m i n i s t r a t i o n  d e c i s i o n  t o  

g r a n t  food s tamps  w i t h o u t  c h a r g e  t o  v e r y  low income h o u s e h o l d s  w i t h  incomes 

less t h a n  $30 a  month and s e t  maximum p u r c h a s e  r e q u i r e m e n t s  a t  30 p e r c e n t  o f  

income. The 1970 amendments were a l s o  t h e  o r i g i n  o f  t h e  work r e g i s t r a t i o n  

r u l e s  r e q u i r i n g  ab le -bod ied  a d u l t s ,  w i t h  c e r t a i n  e x c e p t i o n s ,  t o  r e g i s t e r  

f o r  and a c c e p t  s u i t a b l e  employment i n  o r d e r  t o  r e t a i n  e l i g i b i l i t y .  

The r e s u l t  o f  t h i s  l e g i s l a t i o n  was a n o t h e r  s u b s t a n t i a l  i n c r e a s e  i n  food 

s tamp c o s t s  and p a r t i c i p a t i o n  a s  b e n e f i t s  r o s e ,  e l i g i b i l i t y  was e x p a n d e d ,  

and g e o g r a p h i c  c o v e r a g e  i n c r e a s e d .  The a n n u a l  i n d e x i n g  o f  a l l o t m e n t s  i n -  

c r e a s e d  a v e r a g e  b e n e f i t s  from $10 /$11  p e r  p e r s o n  p e r  month i n  f i s c a l  1970 t o  

$13/$14 i n  1971. Average month ly  p a r t i c i p a t i o n  c l imbed  from 4.4 m i l l i o n  

p e r s o n s  i n  f i s c a l  1970 t o  9.4 m i l l i o n  p e r s o n s  i n  1971 a s  t h e  number o f  l o c a l -  

i t i e s  o p e r a t i n g  t h e  program jumped by 275 t o  o v e r  2 ,000  p r o j e c t  a r e a s ,  and 

un i fo rm indexed  income e l i g i b i l i t y  r u l e s  r a i s e d  e l i g i b i l i t y  s t a n d a r d s  i n  

many S t a t e s .  

From 1971 t h r o u g h  1973,  t h e  program c o n t i n u e d  t o  expand a s  more S t a t e s  

and l o c a l i t i e s  o p t e d  i n  and income e l i g i b l l ~ t y  s t a n d a r d s  c l i m b e d .  By t h e  

end o f  f i s c a l  1973,  t h e  number of  L o c a l i t i e s  o p e ~ a t i n g  t h e  program had r i s e n  

t o  2 ,225 and a v e r a g e  p a r t i c i p a t i o n  .lad c l imbed  t o  12.2 m i l l i o n  p e r s o n s  a  

month. Program c o s t s  a l s o  grew w i t h  l a r g e r  b e n e f i t s  due t o  f o o d - p r i c e  i n -  

f l a t i o n ;  by 1973 ,  m o n t h l y  a v e r a g e  b e n e f i t  l e v e l s  were  n e a r l y  $15 p e r  p e r s o n .  



TABLE 11: T o t a l  Food Stamp Program Cos t s ,  1970-73 
( i n  thousands  of  d o l l a r s )  

A d m i n i s t r a t i v e  
Fede ra l1  y pa id  c o s t s  pa id  by 

F i s c a l  Food stamp a d m i n i s t r a t i v e  S t a t e s  and 
y e a r  b e n e f i t s  c o s t s  l o c a l i t i e s  , Tota! 

NOTE: See n o t e  and sou rce  f o r  Table I. 

THE 1973 AMENDMENTS: 1974-77 

A s  p a r t  o f  t n e  1973 "farm b i l l "  (P.L. 93-86), C o ~ g r e s s  enac t ed  t h e  

second major  s e t  o f  amendments t o  t h e  Food Stamp Act of  1964. These amend- 

ments  r e q u i r e d  semi-annual ( r a t h e r  than  annua l )  indexing  of  food stamp 

a l l o t m e n t s  acco rd ing  t o  food-pr ice  i n f l a t i o n ,  i nc r ea sed  t h e  Fede ra l  s h a r e  

of  S t a t e  and l o c a l  a d m i n i s t r a t i v e  expenses  t o  50 pe rcen t  ( v s .  r ough ly  30 

p e r c e n t  under  p r i o r  l aw) ,  provided f o r  na t ionwide  o p e r a t i o n  o f  t h e  program 

i n  a l l  S t a t e s  and l o c a l i t i e s ,  and expanded program e l i g i b i l i t y  t o  s e v e r a l  

s p e c i a l  r e c i p i e n t  g roups  such a s  "meals-on-wheels" r e c i p i e n t s  and n a r c o t i c s  

a d d i c t s  and a l c o h o l i c s  i n  t r ea tmenr  programs. 

Semi-annual i ndex ing  o f  stamp a l l o t m e n t  l e v e l s  meant t h a t  t h e y  could 

b e t t e r  keep pace with i n f l a t i o n  and produced h i g h e r  income e l i g i b i l i t y  

l e v e l s ,  s i n c e  t h e y  were t i e d  t o  t h e  a l l o t m e n t  l e v e l s .  The i n c r e a s e  i n  t h e  

Fede ra l  s h a r e  o f  S t a t e  and l o c a l  a d m i n i s t r a t i v e  expenses  brought  i t  i n t o  

l i n e  w i th  t h e  law f o r  cash  w e l f a r e  programs and made a d m i n i s t r a t i o n  o f  t h e  



program less onerous for States and localities. Nationwide operation of the 

program was accomplished by threatening to limit the availability of commod- 

ities for distribution and mandating that, if any area of a State operated a 

food stamp program, all localities must offer it; nationwide implementation 

was expected by mid-1974. 

Nationwide operation of the program was affected in January 1975 

when Puerto Rico entered the program, leaving less than 100,000 commodity 

recipients, mostly on Indian reservations. - 1/ 

From fiscal 1974, through fiscal 1977, the program continued to grow. 

Participation rose from about 13.5 million persons a month in 1974 to just 

over 17 million persons in 1977; of this increase, 1.5 million persons were 

added when Puerto Rico entered the program in 1975. Geographic coverage 

became virtually nationwide, reaching all 3,100 localities. And, benefits 

rose about to $25 per person per month, with inflation indexing. 

However, for the first time, substantial reductions in participation 

and costs occurred as the recession ended. In mid-1975, as the unemploy- 

ment rate reached nearly 9 percent, food stamp participation climbed to a 

peak of 19-1/2 million persons; program costs climbed with it. But, with 

the decline in the unemployment rate to below 7 percent in 1977, food stamp 

rolls dropped over 2 million persons by the spring of 1977. 

1/ Some parts of Puerto Rico and several scattered counties actually 
entered later in 1975. 



TABLE 111: Total Food Stamp Program Costa, 1974-77 
(in thousands of dollars) 

Administrative 
Federally paid costs paid by 

Fiscal Food stamp administrative States and 
year benefits costs localities iota1 

NOTE: For fiscal 1974, the Federal vs. State/local share of State/ 
local administrative costs was calculated as in earlier tables, 30 percent- 
Federal, 70 percent-State/local. For later years, the provisions of the 
1973 amendments apply and the Federal Government and States and localities 
shared equally in State/local administrative costs, although Federal costs 
continued to be federally paid. The "transition quarter" (July/September 
1976) is hot shown in order to make expenditure data comparable by fiscal 
year. 

SOURCE: House Rept . 95-464. 

THE FOOD STAMP ACT OF 1977 

As part of the 1977 "farm bill" (P.L. 95-113), the Administration pro- 

posed and Congress enacted a completely rewritten Food Stamp Act and 

repealed the 1964 act. Calls for food stamp reform had begun in 1975, when 

food stamp costs and participation escalated dramatically with unemployment, 

worsening economic conditions, and the entry of the remaining counties and 

territories (including Puerto Rico's large influx). Two years of legisla- 

tive activity culminated in the Food Stamp Act of 1977; this act combined 

several measures restricting eligibility and benefits with a major liberali- 

zation, elimination of the purchase requirement. It was implemented in the 

States beginning in January 1979. 



OPERATION OF THE FOOD STAMP PROGRAM--1971-78 

Following the 1970 amendments and until the 1977 changes were imple- 

mented ( January-July 19791, the program originally enacted in 1964 had the 

following features: 

Eligibility - 1/ 

Eligibility was dependent upon meeting three tests: income, assets, 

and work registration. The most important, the income test, required that 

an eligible household's anticipated "net" monthly income fa1 1 under certain 

guidelines. These net income guidelines were roughly 10-15 percent above 

the "poverty level ." They were calculated at approximately 3.3 times the 

food stamp allotment level for the household size on the assumption that an 

eligible household should be a household whose income did not enable it to 

spend 30 percent of its income and purchase a minimally adequate diet. 

Income eligiblity levels varied by household size and were different for 

Alaska, Hawaii, Puerto Rico, and the outlying territories, as were the allot- 

ments. However, not all of a household's income was counted in determining 

eligibility (and benefits). Certain household expenses were "deductible" 

without limit. As a result, a household with a "gross" income substantially 

above the income guidelines could be eligible if it had shelter, medical, 

educational, and other allowable expenses sufficiently high enough to reduce 

its "income" to below the "net" income levels. 

The assets test was set at $1,500 for all households except those con- 

taining elderly members, for whom it was $3,000. The home, one car, and 

1/ "Automatic" eligibility was extended to cash welfare recipients. - 



furnirhingr and perronal belonging8 were excluded from consideration and, 

thus, the assets test was, in reality, a "liquid" assets test counting, for 

the most part, things such as cash in the bank and other highly liquid 

holdings. 

The work registration rules required that able-bodied adults between 18 

and 65 years of age register for employment at State Employment offices and 

accept suitable employment if offered. Certain categories of recipients 

were excluded, such as mothers taking care of children under 18 and students. 

Benefits 1/ - 

Benefits were calculated using household size and anticipated monthly 

"net" income. Household size determined the food stamp monthly allotment; 

every household of the same size received the same allotment. Household 

"net" income determined the "purchase requirement" the household would have 

to pay to "buy" its food stamp allotment; the purchase requirements were 

those set in 1970 and varied by income and household size from as little as 

10 percent of "net" income to nearly 30 percent in some cases. Allotments 

and purchase requirements were combined in "basis-of-issuance" tables that 

set forth the monthly purchase requirement and allotment for households by 

size and "net" income. Purchase requirements averaged just under 25 percent 

"net" income, or about 20 percent of "gross" income. The difference between 

a household's purchase requirement and its (higher) allotment was termed the 

1/ For recipients of Supplemental Security Income ( S S I )  assistance in 
certaTn States, benefits are payable is cash as part of their SSI payment, 
under provisions of title XVI of the Social Security Act. 



"bonus" and c o n s t i t u t e d  t h e  monthly b e n e f i t  t h a t  supplemented i t s  food pur-  

chas ing  power. 

Admin i s t r a t i on  

Admin i s t r a t i on  was handled by S t a t e  and l o c a l  w e l f a r e  depa r tmen t s  under  

uniform na t ionwide  r u l e s  promulgated by t h e  U.S. Department o f  A g r i c u l t u r e .  

The Fede ra l  Government pa id  i t s  own a d m i n i s t r a t i v e  c o s t s ,  t h e  c o s t  o f  bene- 

f i t s ,  and 50 pe rcen t  o f  S t a t e  and l o c a l  c o s t s ;  S t a t e s  and l o c a l i t i e s  b o r e  

t h e  o t h e r  50 pe rcen t  of t h e i r  a d m i n i s t r a t i v e  expenses .  

Use of  Food Stamps 

Food stamps were u sab l e  f o r  food bought f o r  home consumption i n  r e t a i l  

g roce ry  s t o r e s  ( n o t  a l c o h o l i c  beverages  o r  tobacco)  and f o r  p repared  meals  

i n  some c a s e s ,  such a s  e l d e r l y  pe r sons  i n  s p e c i a l  communal d i n i n g  programs 

o r  n a r c o t i c s  a d d i c t s  and a l c o h o l i c s  i n  t r e a t m e n t  programs. 

MAJOR CHANGES MADE I N  THE 1977 ACT 

The Food Stamp Act of 1977 kep t  some of  t h e  b a s i c  f e a t u r e s  o f  t h e  o ld  

Food Stamp Program; however, it a l s o  made s u b s t a n t i a l  changes.  

E l i g i b i l i t y  Changes 

Income e l i g i b i l i t y  p r o v i s i o n s  were changed by l ower ing  t h e  "net"  income 

e l i g i b i l i t y  s t a n d a r d s  and e l i m i n a t i n g  o r  r e s t r i c t i n g  t h e  u se  o f  "deduct ions"  

t h a t  cou ld  lower g r o s s  income t o  an  e l i g i b l e  l e v e l .  S p e c i f i c a l l y ,  t h e  "net"  

income e l i g i b i l i t y  s t a n d a r d s  were lowered t o  t h e  a n n u a l l y  indexed "pover ty  

l e v e l "  ( t h i s  r e p r e s e n t e d  a  r e d u c t i o n  i n  income s t a n d a r d s  o f  about  $100 p e r  



month f o r  a  four-person household)  and t h e  e i g h t  un l imi t ed  d e d u c t i o n s  pre-  

v i o u s l y  al lowed were narrowed t o :  

1 .  A "s tandard"  deduc t ion  c l a imab le  by a l l  households ,  indexed 
semi-annual ly and now s t a n d i n g  a t  $70 per  month; 

2. A deduc t ion  equa l  t o  20 pe rcen t  o f  any earned  income, t o  
a l l o w  f o r  t a x e s  and work expenses ;  and 

3. A combined s h e l t e r  cos t / dependen t  c a r e  deduc t ion ,  n e i t h e r  o f  
which, a lone  o r  i n  combina t ion ,  could  exceed an indexed c e i l -  
i n g  now s t a n d i n g  a t  $90 pe r  month. 11 

The r e s u l t  i s  t h a t  more income i s  coun ted ,  on ave rage ,  and fewer house- 

h o l d s  a r e  e l i g i b l e  t han  under  t h e  o l d  program--over 3  m i l l i o n  fewer e l i g i b l e  

persons .  I n  e f f e c t ,  t h e s e  changes put  a  g r o s s  income e l i g i b i l i t y  c e i l i n g  

on t h e  program where none had e x i s t e d  b e f o r e .  I n  1977, t h a t  s t ood  a t  t he  

monthly e q u i v a l e n t  o f  j u s t  under $10,000 a  yea r  f o r  a  four-person household;  

w i th  i n d e x a t i o n ,  i t  now s t a n d s  a t  j u s t  ove r  $11,000 a  y e a r .  

Other  e l i g i b i l i t y  changes i n c l u d e :  ( 1 )  r a i s i n g  t h e  a s s e t s  l i m i t  t o  

$1,750 p e r  non-e lder ly  household ,  wh i l e  i n c r e a s i n g  t h e  deg ree  t o  which t h e  

va lue  of any c a r  i s  counted a s  an a s s e t ;  ( 2 )  making persons  who v o l u n t a r i l y  

q u i t  t h e i r  job i n e l i g i b l e  f o r  60 days ;  ( 3 )  t i g h t e n i n g  t h e  work r e g i s t r a t i o n  

r equ i r emen t s  by making more pe r sons  s u b j e c t  t o  them and r e q u i r i n g  t h e  con- 

duc t  o f  " j ob  searches" ;  ( 4 )  making t h e  e l i g i b i l i t y  r u l e s  govern ing  a l i e n s  

more r e s t r i c t i v e ,  and ( 5 )  e l i m i n a t i n g  t h e  r u l e  making cash  w e l f a r e  r e c i p -  

i e n t s  " au toma t i ca l l y "  e l i g i b l e .  

11  A s h e l t e r  c o s t  deduc t ion  i s  c l a imab le  t o  t h e  e x t e n t  t h a t  t o t a l  
household s h e l t e r  c o s t s  ( i n c l u d i n g  h e a t i n g  and u t i l i t i e s )  exceed 50 pe rcen t  
o f  income a f t e r  a l l  o t h e r  deduc t ions .  A dependent  c a r e  c o s t  deduc t ion  i s  
c l a imab le  f o r  any e x p e n d i t u r e s  on dependent  c a r e  r e l a t e d  t o  employment. 



Benefit Changes 

The same changes made in the counting of income (fewer and more restric- 

tive deductions) for eligibility purposes apply to the counting of income 

for benefit purposes. This automatically results in more "net" income for 

many participating households and smaller benefits. However, it is not true 

for all households. The lower-income households that, under the old pro- 

gram, had not had the chance to "deduct" expenses because they did not have 

the income to spend on "deductible" expenses benefit by the "standard" deduc- 

tion, since it is applied without regard to expenses and is automatically 

available to all households. As a result, the limitation on deductions in 

the new act tends to count more income among higher-income recipients and 

less income than before among lower-income recipients. 

In add it ion, the new act eliminates the purchase requirement, as an 

i ncent ive for participation among eligible households. Under the old law, 

it was estimated that participation among eligibles was about 55 percent and 

Congress judged, in eliminating the purchase requirement, that much of this 

relatively low rate of participation was due to the inability to come up 

with cash-in-hand to buy a monthly food stamp allotment. In removing the 

purchase requirement, the new act substitutes a "benefit reduction" that 

reduces a household's "maximum benefit" (the old "allotment") by 30 percent 

of any "net" income. Thus, rather than paying a purchase requirement, and 

receiving a full (nutritionally adequate) allotment, a participating house- 

hold now receives only a "benefit" that is roughly equivalent to the old 

"bonus" and is expected to pay out 30 percent of its income in order to make 

up the full cost of an adequate diet at the grocery store, rather than at 



the food rtamp irruance office. It ie expected the removal of the purchase 

requirement will eventually bring 3 million or more previously eligible 

persons onto the program and increase the participation rate to close to 

70 percent. 

However, the fact that the "benefit reduction rate" is set at a stan- 

dard 30 percent of income, rather than the older schedule keyed to "normal" 

food expenditures and varying purchase requireaents from 10 percent to just 

under 30 percent of income, means that households lose benefits where as 

much or more income is "counted" as under the old law. 

Overall, the benefit provisions of the 1977 act are expected to reduce 

benefits for roughly one-quarter of the pre-existing recipients, hold bene- 

fits roughly constant for about half of the pre-existing recipients, and in- 

crease benefits for the remaining quarter. In addition, as mentioned above, 

a substantial number of new recipients are expected, representing almost a 

20 percent increase in participation. 

Administrative Changes 

The new Food Stamp Act places a number of new responsibilities on 

States and localities with the goal of increasing their responsiveness to 

eligible applicants and recipients and encouraging better administration 

and the pursuit of fraud and abuse. Time limits for administrative action, 

a -number of other recipient-oriented changes such as increased use of tele- 

phone interviews and mail application and issuance in certain cases, coupled 

with the greater simplicity (fewer deductions) of the new program, are 

intended to ensure that applicants and recipients get benefits and decisions 

in a timely and correct fashion. Financial incentives to States for improved 



administration and pursuit of fraud cases are aimed at increasing State and 

local activity to reduce "error rates" and pursue and prosecute fraud cases. 

In addition, pilot projects are authorized to test out new methods of 

administration--in particular, a number of "workfare" projects and projects 

to give cash benefits in lieu of food stamps to elderly and disabled 

households. 

The Appropriations Ceilings 

Due to the concern over Food Stamp Program costs, the new act placed 

dollar limits on annual food stamp appropriations and provides for reduc- 

tions in benefits if "full entitlement" needs exceed these amounts. The 

program was authorized through fiscal 1981 and the appropriations ceilings 

for each year were set at roughly $6.2 billion. 

1978-79 TRENDS 

Between the passage of the Food Stamp Act of 1977 and its implementa- 

tion in early 1979, food stamp participation fell to an average of about 

16 million persons per month, and program costs rose only slightly, due to 

food-price indexing of benefits, to about $5.9 billion (including State and 

local costs) in fiscal 1978. 

However, with implementation of the new act, beginning in January 1979 

and completed in July, substantial changes in participation and costs, along 

with legislative revisions, have occurred. 

Participation in the program has risen to well over 18 million persons 

per month and costs are estimated to total close to $7 billion in fiscal 

1979, including State and local expenditures. The increase in participation 



i s  l a r g e l y  a t t r i b u t a b l e  t o  e l i m i n a t i o n  o f  t h e  purchase  requi rement ,  a s  man- 

da t ed  and expected under  t h e  1977 a c t .  A/ However, c o s t  i n c r e a s e s  have 

been t h e  r e s u l t  o f  a  number o f  f a c t o r s ,  i n c l u d i n g  new p a r t i c i p a n t s ,  t h e  

e f f e c t  o f  i n f l a t i o n  on indexed b e n e f i t  l e v e l s  and e l i g i b i l i t y  s t a n d a r d s ,  

t h e  e x t e n t  o f  unemployment, and t h e  e f f e c t  o f  g e n e r a l  economic c o n d i t i o n s .  

I n  response  t o  t h e  growth o f  t h e  program i n  1979 and t h e  perce ived  need 

f o r  f u r t h e r  r e v i s i o n s  i n  t h e  law, Congress moved i n  1979 t o  r a i s e  t h e  appro- 

p r i a t i o n s  c e i l i n g  f o r  f i s c a l  1979, r e s t o r e  some l o s t  b e n e f i t s  t o  e l d e r l y  and 

d i s a b l e d  r e c i p i e n t s  d i sadvantaged  by p r o v i s i o n s  o f  t h e  1977 a c t ,  and i n i t i a t e  

f u r t h e r  program reforms.  

The 1979 Food Stamp Amendments (P.L. 96-58) r a i s e d  t h e  a p p r o p r i a t i o n s  

c e i l i n g  on t h e  f i s c a l  1979 program t o  $6.8 b i l l i o n ,  i n  r e sponse  t o  e s t i m a t e s  

i n d i c a t i n g  t h a t  t h e  c o s t  o f  t h e  program would s u b s t a n t i a l l y  exceed t h e  $6.2 

b i l l i o n  c e i l i n g  l e g i s l a t e d  i n  1977; t h e  c e i l i n g s  ( a l s o  $6.2 b i l l i o n  p e r  y e a r )  

f o r  f i s c a l  1980 and 1981 were l e f t  untouched. I n  a d d i t i o n ,  t h e s e  amendments 

r e s t o r e d  some l o s t  b e n e f i t s  t o  e l d e r l y  and d i s a b l e d  r e c i p i e n t s  who had been 

d isadvantaged  by t h e  new a c t ' s  e l i m i n a t i o n  o f  "deduct ions" f o r  medica l  c o s t s  

and l i m i t s  p laced  on t h e  amount o f  any  s h e l t e r  c o s t  "deduct ions";  medica l  

c o s t s  above $35 pe r  month were made "deduct ib le"  f o r  t h e  e l d e r l y  and d i s a b l e d  

and t h e  d o l l a r  l i m i t a t i o n  on any s h e l t e r  c o s t  "deduct ion" was removed f o r  

t h e s e  r e c i p i e n t s .  Other  program r e v i s i o n s  inc luded  i n  t h e  1979 amendments 

i nc luded :  ( 1 )  expans ion  o f  e l i g i b i l i t y  t o  c e r t a i n  d i s a b l e d  persons  i n  smal l  

group l i v i n g  s i t u a t i o n s ;  ( 2 )  t h e  a u t h o r i t y  t o  " c a r r y  over"  unused funds from 

I /  Although t h e  i n i t i a l  r a p i d  r i s e  i n  p a r t i c i p a t i o n  t h a t  occurred  i n  
t h e  e a r l y  months of  1979 was n o t  a n t i c i p a t e d ,  and,  t h e r e f o r e ,  added unex- 
pected c o s t s  t o  t h e  f i s c a l  1979 program. 



year to year was removed; (3) a method for reducing benefits if funding 

is insufficient was established; (4) regular reporting on program costs 

and likely funding shortfalls was required; and (5) several provisions 

aimed at curbing fraud and abuse and strengthening State administrative 

control over the program were added. 

As was the case during the earlier (1975-77) debate over food stamp 

reform, increasing food stamp costs in 1979 and current projections that 

they may go well over $8 billion in fiscal 1980 have spurred a new debate 

over additional program reforms. The need for long-term program changes 

designed to tighten administration and reduce costs was emphasized both 

in Congress and the Administration during the 1979 debate over raising 

the fiscal 1979 appropriations ceiling, and estimates that fiscal 1980 

and 1981 costs will be substantially over the $6.2 billion ceiling have 

already resulted in preliminary House and Senate consideration of new 

reform legislation. 


