
The Food S tamp P rog r am

The Food Stamp Program was instituted as a 
means of supplementing the food budgets of low in
come families who might otherwise suffer from 
inadequate diets. The program was never intended 
as a general income supplement; rather it was based 
on the idea that qualifying families would spend their 
normal food budget to buy stamps of a greater value. 
Use of the stamps is limited by law to purchases of 
food items.

H ow  the Program  W orks The amount of food 
stamps received by a qualifying family is equal to that 
assumed necessary to purchase, in the family’s locale, 
a nutritionally adequate low-cost diet. For example, 
in Baltimore, Maryland, a family of six with an in
come per month of $120-129.99 could spend $56 on 
$102 worth of food stamps, thus receiving $46 in 
bonus purchasing power. In general, the higher the 
income, the more the family pays for the stamps and 
the smaller the bonus purchasing power. The guide
lines for eligibility are family size and income.

The Consumer and Marketing Service of the U. S. 
Department of Agriculture administers the program, 
but state and local authorities are closely involved 
in its implementation. Local offices decide what 
families are eligible to participate and handle the day- 
to-day operations.

Many of these offices provide educational services 
to teach recipients how to use the coupons wisely. 
Some hold consumer food economics classes that 
cover such topics as budgeting, nutrition, and meal 
planning. Other offices may provide shopping guides, 
suggested menus, or even simple recipes. The edu
cational effort is geared to teaching the shopper how 
to provide the best diet with a minimum outlay.

When the Food Stamp Program comes to an area, 
it is usually preceded by an extensive advertising 
campaign to explain it to prospective users. While 
the ordinary advertising media are frequently em
ployed, the program may also be discussed in schools 
in the hope that children will pass the information on 
to their parents. In addition, signs may be displayed 
in public areas. Poster-making contests for children 
have become a popular method of advertisement.

In addition to the broad public educational pro

gram, instructional sessions are held with local retail 
grocers who wish to be authorized by the U SD A  to 
participate. Similarly, since the stamps are cleared 
through the banking system, local commercial banks 
are advised of the program’s characteristics.

H istory of the Program  Proposals for the estab
lishment of food stamp plans were not uncommon in 
the depression-ridden 1930’s. In fact, there was a 
food stamp program in operation between 1939 and 
1943, but it was subsequently suspended when war
time conditions sharply reduced unemployment.

Then in 1961 under Congressional authorization 
the US D A launched a pilot program in eight areas 
scattered across the country. Encouraged with its 
success, the USD A in 1962 extended the program to 
cover a total of 33 areas. In the following year, it 
extended it to embrace a total of 40 counties and 
three cities.

The Food Stamp Act of August 1964 placed the 
pilot programs on a permanent basis and added 47 
localities. At that time the program covered 90 areas 
in 40 states and the District of Columbia. Since 1964 
the program has been expanded until it now includes 
over 1,200 localities in all but seven states. The 
Food Stamp Act of 1964 authorizes expansion to any 
area or locality which desires to participate. Today 
some 2.6 million individuals receive food stamp as
sistance.

Since 1964, numerous changes have been made in 
the details of the program, all tending to liberalize 
and broaden its coverage. Persons in the lowest 
income category now need only 50 cents per month to 
purchase stamps sufficient to provide adequate nu
trition, with a maximum cost of $3 per family re
gardless of the number of members. Families that 
cannot afford even this token amount, are often pro
vided the stamps by the county free of charge. Then, 
too, in order to make the initial purchase easier, the 
price charged for the first month’s supply of stamps 
has been cut in half. This measure is directed 
partly at helping recipients switch from a credit to 
a cash basis of expenditures, and partly at helping 
them to start using food stamps. Moreover, “ pro
gram aides” are now being hired from the poor com
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munities the}- are to serve. These aides art- trained 
in the operations of the program and then sent out 
to instruct qualifying families.

Food Stamps vs. Direct Com m odity Distribution 
hi s<)ine measure, the present Food Stamp Program 
grew out of, and was designed to remedv deficiencies 
in. the C S D A ’s District Commodity Distribution 
Program. The latter program is an earlier food 
assistance plan dating from the 1930’s and centering 
around surplus a mimodities acquired by the Com
modity Credit Corporation under the agricultural 
price support program. Ctider the P S D A ’s Direct 
Commodity Distribution arrangements, food assis- 
tanee is provided direct!)’ to needy families out of 
these agricultural surpluses.

Critics of direct distribution noted that as a device 
for insuring minimum dietary standards among 
needy families, the program suffered from important 
.shortcomtsi” s. It was pointed out, for example, that 
the kinds of food that were distributed were neces
sarily limited. Moreover, it was noted that the pro
gram failed to take advantage of the highly efficient 
distributive machinery of the marketplace, but rather 
required a cumbersome and expensive administrative 
apparatus. Since fond stamps are used to purchase 
most food items at ordinary retail food stores, 
they avoid the disadvantage of limited variety and 
ako make full use of commercial markets. Pro
ponents of the Food Stamp Program also argue that, 
by comparison with dm ct distribution, the food 
stamp approach is less grating on individual pride 
.and that it preserves some degree of personal re
sponsibility for family food budgets.

Rventualiy the LJSDA’s Direct Distribution Pro
gram will be phased out and replaced entire!) 1>\ 
food siamps. At present it is against regulations for 
both programs to operate simultaneous!) in a given 
area. Counties participating in the Direct Distribu
tion Program must first drop this program before 
instituting f o o d  .stamps. Sometimes the Direct Dis
tribution Program is a preface to food stamps, though 
an area max move directly into the Pood Stamp 
Program,

T he  Food Stamp Coupon hood stamp coupons 
are issued in two denominations, 50 cents and $2, 
The smaller denomination is orange in colur and the 
larger is blue. They are liabilities of the C. S. Treas
ury Department and are protected by the same laws 
as the nation's currency. They are produced by the 
Bureau of Kngraving and Printing with the same 
effort and skill that go into the production of cur
rency. The paper used is similar to that used for 
p« >stage stamps.

Regulations on the Use o f Coupons hood cou 
pons may be used, in the same way as cash, to pur
chase most food items in any licensed loud store. 
They may not be used to purchase nonfood items, 
such as paper products, cigarettes, or alcoholic he\ - 
erages, nor can they be exchanged for am item 
clearly la b e le d  as imported or any meats or meat 
products that the grocer knows are imported. In this 
connection the burden of compliance lies both with 
the grocer and the food stamp customer. Moreover, 
the stamps cannot be used to pay charge accounts. 
They can, however, be used to cover excise or sales 
taxes on eligible items.
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Retailers participating in the program must also 
follow fairly closely specified rules. The I 'S I) \ 
issues to each participating" retailer a numbered 
Authorization Card, which must he kept on the re
tailer's premises. The number on the Authorization 
Card must appear as a part of the retailer’s endorse
ment when stamps are presented for redemption. 
The retailer must also dispkn at all times the 
I'SD A  Official Food Fist, which enumerate-, the 
kinds of items the stamps may be exchanged for.

The grocer cannot give* cash for change in food 
stamp transactions. He will ordinarily save several 
50-cent coupons for change purposes, ff the amount 
of change due is less than 50 cents, he will is>ue a 
credit slip for the exact amount.

The coupons are issued in books, on the hack of 
which each recipient is required, at the time and 
place of receipt, to affix his signature. Participating 
grocers are cautioned to check for signatures before 
removing coupons. They are also cautioned not to 
accept loose $2 coupons in payment of purchases.

The coupons may be distributed directly h\ local 
welfare departments, who also administer the pro
gram, or distribution can be handled through com
mercial banks, with local banks bidding competitively 
on the amount they will charge to handle the dis
tribution. Distributing banks, of course, have no 
control over who receives the stamps. This is .still 
determined by the welfare or other state organization 
administering the program.

Coupon Redem ption Food stamps must be Used 
b\ the purchaser to buy f« « >d and cannot be bought 
and sold as a negotiable instrument. When they arc 
received in a retail establishment, the retailer may 
present them for redemption through his commercial 
bank or he may use them to pay his wholesale grocer

bill. In the latter case, the wholesale grocer will then 
deposit the stamps with his commercial bank for re
demption. Ordinarily the retailer will deposit his 
food stamp receipts along with his cash receipts with 
his banker.

Any commercial bank can accept a properly en
dorsed coupon. Xo further certificate>n is required 
by the 1 'Si >A. The banking connmmitv treats die 
stamps as cash except that they cannot count them 
as vault cash when computing reserves.

Commercial banks forward the coupons, hound in 
bundles of 100 of like denominations, directly to their 
Federal Reserve Bank. At the Resen e Banks, im
mediate credit is given for the face amount although 
adjustments may later be made as the coupons are 
counted and checked for genuineness. In the case 
of member banks, the face amount is credited to the 
account of the sending bank. With nonmember 
banks, the amount may be credited to the account 
of a correspondent bank or, at the option of the send
ing bank, pa\ meiit may be made by cashier's check.

Canceled f<« *d coupons are not returned to the 
I A D A . in the Fifth District, the Baltimore and 
Charlotte Branches incinerate them. At the Rich
mond Office, the stamps are destroy ed by maceration. 
This is done under the supervision of a team not 
otherwise involved in the functioning of the Food 
Stamp Program, Destruction generally occurs either 
on the flay of receipt or no later than the day after. 
When this accomplished, the Reserve Bank, acting 
as fiscal a in-it t of the Treasury, charge> the FS DA 
through a U. S. Treasury account kept tor the 
purpose.

For the mouths of April. .May. and June of this 
year, a monthly average of 3.4/0,032 coupons were 
redeemed in the Fifth District. The Richmond < >f~ 
tice handled a monthly average of 2.122,<>t>t>, com
pared with 1,052 230 at Baltimore and only 304,127 
at Charlotte.

The Program  in the Fifth District All Fifth I >is- 
trict states participate to some extent in the Food 
Stamp Program. ! \articipation is heaviest in West 
Virginia and the District of Columbia, both of which 
ha\e 100'e coverage. In terms of the fraction of the 
population receiving food stamps, both West V ir
ginia and the 1 )istrict of Columbia run far ahead of 
other Fifth District states. At the other extreme 
among Fifth District states, Virginia has coverage 
in only three comities and four cities. Data on par
ticipation by Fifth District states is shown in the 
two tables.

Charlotte l>, Carmichael
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