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I. OWERVIEW

A,  PROMISE OF 31PP

the Census Bureau has
ses of who the Food Stamp

A major new ji a collection effort
encrmous pro as the base for analy
Program is serving and how effectively the program is achieving
its purpose of taising the food purchasing power of low-income
hougeholds, This data coll effort is the Survey of Tncome
and Program Participation (S5IFP) which, in the 1984 panei, is
following a sample of more than 20,000 households, collecting
deta ilﬂd data on economic 3usehold characteristics on a
by-month basis over and one—-half vears. The wealth of
10ng1tidiﬁal hehavioral potentially available from SIPP for
saing qu to eligibility and participation in
is much richer than any previous-
rst time the actual behavior of
can be traced over time and poten-—
: uable new insishts gained about the monthly patterns
of household compositlon, income change, receipt of program
beneftits, and program turncover. Such new insights should in
turn lead to improved targeting of program benefits, better
estimates of program cost, and improved measures of the adequacy
of program henefits in fulfilling program objectives. This
ability to address a more comprehensive set of program questions
using SIPP should provide a bhasis for better informed policy
decisions.

by
al
>1

B. BACKGROUND

Prior to SIPP, the analysis of the Food Stamp Program {FSP) as
well as other income transfers and human resource programs was
limited by the lack of inceme data, The malority of policy
research relied on the March Tnceome Supplement to the Current
Population Survey (CPS) and the Integrated OQuality Control
System data base (IQCS), although some studies used the smaller
Michigan Panel Study of Income Dynamics (PSID).

March CPS. The March CPS, alsc known as the Annual Demographic
File, is an annual survey of a nationally representative sample
of about 60,000 households and three times as many persons. The
March surveyv collects a substantial amount of information for
households, families, d individuals, including:

¢  Employment status, cccupation and industry, hours worked
o Earnings, other income, program participati
ethnicity, education.

0o Age, race, sex, mari

data available from the CPS has several

stﬁver, the income

» primarv focus o
t the labor force.

the survev is to ohtain
and charac o £
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First, the Income measures from the CPS are for the previous
calendar year (i.e., the March 1985 CPS asked questions about
income received in 1984), This can lead to severe recall
problems for the survey respondeats. Second, the survey asks
about income received from groups of income sources, where the
income groups are not necessarily the combinations needed in
addressing policy issues. Further, there is little redundancy
in the income questions, reducing the extent to which the
accuracy and completeness of the data can be checked. Finally,
the CPS is not truly a longitudinal file since households are
not followed for long periods of time, rather, the CPS is a
series of successive cross—sectional files.

IOCS., The IQCS is an administrative file used to estimate the

amount of food stamp and Aid to Families with Dependent Children
(AFDC) benefits issued in error on a state by state basis. The
data is obtained from reviews of a sample of 150 to 1,200 cases
(i.e., program participant households) in each state over a six
month period on a continuing basis. The full sample consists of
approximately 45,000 cases. As a byproduct, the TQCS provides a
source of detailed monthly data on the characteristics of par-
ticipants in the FSP and AFDC, including:

o Employment status, work registration

o Farnings, other income, program participation

o Assets; shelter, medical care and dependent care expenses
o Age, race, sex, marital status, ethpnicity.

Although the IQCS provides all the detailed information needed
to determine the household's eligibility for food stamps, the
file is limited to food stamp and AFDC participant households.
Consequently, issues dealing with the household's decision to
participate in the FSP cannot be effectively addressed using the
10CS, Furthermore, since the IQCS is not a longitudinal file it
is not possible to examine the dynamics of household participa-
tion in the FSP.

PSID. The PSID, like the CPS, is an annual survey of a nation-

ally representative sample. However, the PSID is a truly longi-
tudinal data base with a primary focus on providing information
on the income of families, particularly low-income families.
Begun in 1968 with a sample of 5,000 families, the PSID provides
annual information for families and individuals which includes:

o Fmployment status, occupation and industry, hours worked

o Farnings, other income, program participation
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o Assets
o Age, race, sex, marital status, ethnicity, education,

While the PSID is a longitudinal file covering a long time
period, the sample of households is relatively small compared to
the March CPS or IQCS.

SIPP. While the CPS, IQCS, and, to a lesser extent, the PSID
were the only data bases capable of supporting a large portion
of policy analyses, as the policy questions asked became more
detailed and sophisticated, major weaknesses in the use of these
data for poliey analysis became apparent:

o The March CPS and the PSID measure economic data and house-—
hold composition on an annual basis, whereas eligibility and
benefit calculations for most federal programs are based on a
monthly accounting period.

o Asset holdings and liabilities are not measured in the CPS
and are measured on an annual basis in the PSID.

o Complicated program rules and insufficiently detailed data in
the March CPS and the PSID makes the identification of house-
holds eligible for program assistance difficult.

o The IQCS contains information for program participant house-
holds only.

o The information on participation in other, non~food stamp,
programs is limited in the March CPS, the PSID, and the IQCS.

o It is known from comparison with program records that the CPS
data underestimate transfer income, retirement and disabiliity
income, unemployment compensation, and property income.

The inability of the March CPS, the PSID, and the IQCS to pro-
vide the income and household composition data needed in
addressing the more complex policy gquestions led to increasing
appreclation of the need for more detailed and more frequent
information on assets, income flows, noncash transfer income,
household composition, and participation in government programs
for both program participant and nonparticipant families, house-
holds, and persons. Although the CPS could potentially have
been expanded to fill this need, rather than contemplating the
major changes that would have been necessary in the survey
instrument and procedures of the CPS—-for which collecting
income information is in any case a secondary goal-~the decision
was made to design a major new Survey of Income and Program
Participation,
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oo The potential matching of SivP with administrative data would
sl low a wider variety of administrative issues to bhe
addroased,

The oromise of 2IPP has already heen demanstrated in a series of

research studies on the Food Stamp Program biased on the test

survey for S10PP, The 1979 test panel, known as the Income

Servey Dovelopment Frogram (18DF) Kesearch Panel, is very simi-

far in cortent and structure to SIPP,  The results from the sct

ot faod stamp studies based on the ISDP data, as presented in
the hody of this report, provids important new information on
the oronomice status and beheavior T PS8 recipient households,t/
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rationale for this monograph is the hope that hy sharing these
ISDP experiences prospective SIPP rvesecarch will bhenefit from the
wide professicnal ceritigque,

C. OBJECTIVES OF THIS MONOGRAPH

s

. -

There are twe basic objectives of this monograph. The first is
to report the findings from a number of studies of FSP house-
clds all of which were hasead on the TISDP test panel. These
studies are important in that they represent the best current
iformation on questions how different asset limits
would impact FSP eligib ¢ FSP program exit rates are
assoclated with factors 1 as Fi diqg a job However, they
are preliminary as more definitive research can soon be con-
ducted based on the larger samples, longer time period, and more
tested procedures of SIFPP as well as on the more refined ana-
lvtical procedures that are emerging from the earlier efforts.

The second objective is to provide a basls for learning from the
ISDP experience. The research reported here can provide impor—
tant insights into the complexities which arise in the use of
longitudinal datra files such as the 18DP and SIPP. Maximizing
the benefits of the ISDP-based work is contingent upon the
sharing of the approaches used, results c¢btained, and limita-
tions of this rescarch with both the policymaking and research
communities.

D. ORGANTZATION OF THIS MONOGRAPH

This monograph is divided iatas two major sections. The first
ection provides an overview of the SIPP and ISDP surveys
(Chapter 11} and briefly summarizes the existing food stamp
research which uses the ISDP test panel—-Chapter I1T presents
research on the economic is of the food stamp population,
Chapter IV summarizes studies on the dynamics of food stamp
participation, Chapters V summarizes research on the monthly
patterns of income receipt, and Chapter VI present studies
dealing with program participation and labor supply behavior of
food stamp households. The second section of the monograph
presents a discussion of the analytic and datas issues which
arise in research using panel data (Chapter ViIj}. The final
chapter summarizes the I5DP research and the promise of SIPP.
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IT. THE STPP AND ISDP SURVEYS

A. THE HISTORY OF SIPP

A longitudinal survey of the scope of SIPP had never been
designed or fielded on a nationally-representative basis. As a

result, a major development effort—-called the Income Survey
Dovolonmant Dracvram. { TAND e ewrine avthardisad in 1Q785 hu tha O€fion

of the Secretary of the U.S. Department of Health and Human
Services (DHHS) to precede the fielding of SIPP. The ISDP
program sponsored extensive research into ways in which the
measurement, collection, and processing of income, transfer pro-
gram, and wealth data could be improved. Tt also undertook a
series of test panels to try out alternative data collection and
processing methods, the last of which (the 1979 ISDP Research
Panel) was sufficiently large to provide reliable national esti-
mates of many {ndividual and household characteristics. The
intent was to fully exploit the experience of the 1979 ISDP
Research Panel in order to produce an optimal strategy for
fielding the first and later waves of SIPP. Subsequent events
prevented this intent from being fully realized,

The ISDP program was halted in 1982. Recognizing that the 1979
ISDP test panel was a valuable resource in itself, several
government agencies, including the U.S. Department of Agricul-
ture, Food and Nutrition Service (FNS), funded the work neces-
sary to release public use versions of the cross—-section files.
Tn addition, the FNS funded the longitudinal linking of the data
across waves, a data access system, and the FSP research
discussed in this paper.

In the midst of the efforts to render the data usable for meth-
odological and public policy research, the Census Bureau
obtained the funding needed to conduct the full STPP., Faced
with stringent deadlines for fielding the initial wave, the
Census Bureau relied heavily on the ISDP in developing question-
naires, data collection strategies, and processing systems. As
a result, SIPP is very similar to the 1979 ISDP test panel--
sharing several of the characteristics that led to the complexi-
ties in the TSDP data processing flve vears ago. The ISDP
experience and associated research has thus acquired unique
importance as a way to learn not only about the promise bhut also
the potential pitfalls of using the SIPP data.
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B. THE 1979 ISDP RESEARCH PANEL

The 1979 ISDP Research Panel consists of a nationally represen-—
tative sample of approximately 7,500 households.l/ The sample
design oversampled both low and high income households in order
to improve the precision of measurement at both ends of the
income distribution. The individuals in the initial sample
households were followed for approximately one and one-half
years.

The survey consisted of six three-month rounds (or waves) of
interviewing using a technique called staggered interviewing.
That is, the sample of households was divided into three groups
of equal size (called rotation groups) and the survey was admin-
istered to the individuals in one group each month, The first
rotation group received the Wave 1 interview during February
1979 with subsequent waves occurring every three months there-~
after. Figure IT.1 illustrates the outcome of this survey
technique. Note that the third rotation group, although sur-
veyed every three months, was not administered the Wave 4
instrument during the fourth round of interviewing. Tnstead,
they were administered the Wave 5 questionnaire with the Wave 6
survey following three months later. As a result, for one-third
of the sample there are five rather than six waves of data.

The survey instruments used in the 1979 ISDP Research Panel
included five core modules and a series of supplemental modules
which differed by wave. The five core modules were administered
during each of the first five waves of interviewing and covered
the following topics:

o Household composition and characteristics, and person charac-
teristics at the time of the interview

o Recipiency of income from agsistance programs in each of the
three months prior to the interview

o FEarned income and employment status for each of the three
months prior to the interview

i/This is actually a subset of all households in the original

design. The total sample initially included approximately 8,300
households from the area frame sample and 3,000 households from
samples drawn from program records. The 7,500 households are
those households from the area sample successfully interviewed

in early 1979 and subsequently reinterviewed throughout 1979 and
early 1980.
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o Unearned income for each of the three months prior to the
interview

o Characteristics of children under age 16 at the time of the
interview.

Fach of the supplemental modules was administered once during
the survey, with Waves 2 through 5 containing at least one of
the supplemental zets of questions. Figure TI1.1 also summarizes
the contents of each of the five waves. As Implied above, the
reference period for most of the data collected was the three
calendar months preceding the interview month. Hence, as can be
seen from Figure TI.1, the calendar period covered for each wave
varies by rotation group.

Wave 2 was particularly important for FSP research, With
supplementary funding from FNS, in addition to the five core
modules, as noted, extra questions were asked on Wave 2 on work-
related expenses, shelter costs, and asset holdings which
allowed the identification of FSP eligibles as well as partici-
pants. This is the only source of nationally-representative
integrated data on (1) income, (2) household composition, (3)
work-related expenses relevant to allowable deductions against
earned income, (4) asset information relevant to the resources
test, and (5) shelter and other expenses allowable as deductions
in computing FSP benefits, Such information does not exist for
any other ISDP wave; current plans call for it to be collected
in the course of SIPP, However, the SIPP data will be more
difficult to use as it is scattered through different topical
modules to be administered in different waves.

The dispersion of the FSP eligihility information throughout the
different topical modules of SIPP is the result of the competing
needs of the varionus federal agencies and programs and the
academic community, Given the limited time available within
each topical module and across the set of modules, it ig
necessary to choose among questions which are intended to aid in
program planning (e.g., questions concerning FSP eligibility)
and questions which address important social issues (e.g.,
questions concerning retirement decisions or health),

Although the 1979 ISDP permitted more comprehensive and exten-—
sive analysez of the FSP than had previously been pessible, 1979
was not a typical year for the FSP, 1In that year, the structure
of the FSP changed dramatically as the Food Stamp Act of 1977
was implemented. The provisions of that Act included a reduc-
tion of the nmet income eligibility standard, tighter restric-
tions on deductibles, an increase in the asset limit, and, most

importantly, the elimination of the food stamp purchase require—
ment. Following the elimination of the purchase requirement and

9
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the implementation of the other provisions of the Act, partici-
pation in the FSP increased rapidly, rising by about 3.4 million
people over the following vear. Given these changes, 1979
cannot be considered a representative year for the FSP,
Furthermore, the more recent changes in the FSP due to the
provisions of the Omnibus Reconciliation Act of 1981, the Food
Stamp and Commodity Distribution Amendments of 1981, and the
Food Stamp Act Amendments of 1980 and 1982, suggest that there
is a need for FSP analyses using the more recent data of SIPP,

C. THE STRUCTURE AND CONTENTS OF STPP

The structure of SIPP, as noted, bears a close resemblance to
the structure of the 1979 TSDP test panel.2/ First, SIPP has a
similar instrument design—--which combines a set of core modules
on levels of monthly economic well-being and changes in these
levels over time with a set of topical modules which vary by
wave. Some of these are fixed and assigned to particular waves;
others are variahle and designed in response to particular
government agency program and policy analysis requirements.
Second, SIPP bas a similar wave, rotation group, and reference
period structure, although spread of over a four-month rather
than a three-month period. Thus, each SIPP wave has four rota-
tion groups, which are interviewed (in rotation) every four
months, For each Interview month the reference period is the
previous four months (that is, four months ago, three months
ago, two months ago, and last month),

The sample of households is larger and the period of time
covered is longer for SIPP than for the 1979 TISDP test panel.
Through 1984, about 20,000 households were interviewed under
STPP, 5,000 each month, Tn 1985, a second panel of households
was introduced bringing the total sample size of SIPP up to
about 35,000 households. Fach individual in the original sample
frame will be interviewed every four months for a period of two
and one-half vears. Appendix Figure A shows the content and
reference periods of SIPP for 1984, 1985, and most of 1986,

2/

~"This description draws heavily on Roger A, Herriot and Daniel
Kasprzyk, The Survey of Income and Program Participation. SIPP
Working Paper Series no. 8405, Washington, DC: U.S. Bureau of
the Census, 1984,
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I11. ECONOMIC STATUS OF THE FOOD STAMP TARGET POPULATION

Included in the ISDP based research on the economic status of
food stamp research are studies which address the asset holdings
of low-income and food stamp households (Bickel and MacDonald,
1981), the adequacy of benefits from food stamps in conjunction
with other income maintenance programs (MacDonald, 1983, 1984},
and the pattern and adequacy of multiple program benefits over
time (Doyle, 1985; MacDonald, 1985). 1In this chapter, the
studies dealing with each of these topics are summarized in turn,

A. ASSET HOLDINGS OF FOOD STAMP PARTICIPANT AND NONPARTICIPANT
HOUSEHOLDS

Eligibility for food stamps is restricted to households which,
in addition to meeting other requirements, have assets below a
statutory limit, Such rules are designed to limit participation
in the FSP to households without holdings of assets which can be
readily liquidated and are therefore potentialiy available for
the purchase of food. In 1980, Congress set the limit at $1,500
for most households; households of two or more, at least one of
whom is age 60 or older, are allowed up to $3,000 in assets.l/
Liquid assets, such as bank accounts, stocks, and bonds, are
counted toward the limit., In addition, a portion of the value
of some vehicles 1s counted. A homeowner's house and lot are
not counted., Certain other nonliquid or employment-related
assets, such as personal effects and tools of a trade, are also
excluded.

Before the 1979 ISDP test panel there were no nationally repre-
sentative data on assets available in enough detail to assess
the dimensions of current asset holdings by low~income house-
holds. Wave 2 of the 1979 ISDP test panel provided the neces-
sary data for such an assessment, The report by Bickel and
MacDonald presents findings from this data base on the types and
value of assets held by F3P participants and several categories
of nonparticipants.2/ 1In addition, in order to assess the
sensitivity of food stamp eligibility to the resource test,
Bickel and MacDonald simulate the impact of altering the FSP
asset limits.

-l/AIthough the $1,500 limit was increased briefly to $1,750
under the Food Stamp Act of 1977, the $1,500 and $3,000 asset
limits were first established in 1971.

E/This section summaries Gary Bickel and Maurice MacDonald,
Assets of Low Income Households: New Findings on Food Stamp
Participants and Nonparticipants., Washington, DC: Food and
Nutrition Service, U.S. Department of Agriculture, 1981,

11
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The Bickel aad MacDonald work is of particular interest for two
reqasons.  Firat, Wave 2 of the 1979 18NP test panel contains
more detalled information on assets than any coatemplated wave
nf 5TPP.  Second, in contrast to SIPP, the 1979 T3DP Wave 7 con-
tnins the integrated assete and expense informatlon necessary
foor accurate determination of the pool of program—eligible
units.

Wave 2 of the 1979 1SDP test panel provided information on
usehold members, including savings accounts
rhecking accounts, cash on hand, certificates of deposit, stecks,
Lond, cars, trucks, other vehicles, homes, Insurance policies,
Ail types of income-producing properties {(reatal, commercial,
industrial, farm), undeveloped land, and other assets such as
triste, estates, and mortgages. Certaln types of assets were not
included in the data collected. However, for most housebolds,
pension and retirement tunds were the only poteantialiy signifi-
cant omission, Additionally, sufficient other informati on
hbouseholds’ incomes and characteristics was collected in order to
distinguish between households eligible for food stamps, whether
or nat thev actually participated, and households not eligible.
The sample used for this study iaclnded aboot 7,200 houschalds,

assets of all ho

“he analvsis focused primarily on the actual food stoamp elipi-
hilite unit or "food stamp househoid” within each sample hopse-
Faold. Al households were classified first according to the FSP
income eligihillity test and then the recource test, Thev were
farther classifled into participants and sonparticipants accord-
ing 1o whether they had reported receiving food stamps in any of
s thres months., (Threc me-nths was used te provide

the previog
broadeor measure of participaats, given the relativelv ranid
oentry and exit rates for the food stamp caseload.) ¥Food stamp
participants and three ponparticipant groupns were defined to
ponrlt comparisons of asset holdings,  The VSP noppart icipant

DPOUDS wWere:

3 4

l. BSP eliypibie nonparticipant houscholds

. Luw-income households which were inefigible for fuoad stamps
an the basis of thelr assects

. Households which were inellgible for food stamps on ail other
grounds,

ESEE The [imits on assets have a major impact on FSP eligibility.
Over twelve million persons who otherwise would have heeq elipi-
Lle for food stamps had assets high enough to exclude them from

eligitility. Based on this finding, Bickel and MacDruald esti-
zated the savings In potential bepefits to be $7.9 bhillion in
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1981 (1981 dollars). Several other general patterns in the
asset holdings of FSP participant hougeholds and others are
naoteworthy:

o Nearly one-half (49 percent) of FSP participant households
had no countable assets at 1, while 91 percent had count-
able assets of $500 or less,

had far fewer assets than house-—
xglble for the program. When all assets except

_dv
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~t
=

S
z
[¥4]
T
]
=y
n

i
homes were considere&, 3? pa cnnr of participant households
had no t had less than $1,500. By com—
parigcorn, '~1191ble households had no

ce
assets, and only 21 had less than 31,300,

o FSP participe
percent of the
93 percent
households

ts tended to have few liquid assets. Fifty—-one
cipant households had no liquid assets,

ss. There were no participant

with stocks or bonds,

o FSP participant heousehnlds had few assets in any other speci-
fic asset categories. Approximately one-half (51 percent) had
no car, only 36 percent owned homes, 9 percent had 1ife insur-
ance policies, and 2 percent had rental property. No FE&P

participant in the sample reported any farm or business

intevests, undeveloped land, mortgages, royalties,
trusts, By contrast, 87 percent of FSEP househalid
of either assets or income owned a car
their homes, and 43 percent owned 1life insurance.

on tha basis

cent ocwned

o Amonm ?ﬂu‘JHoIds ellgvbfé for food stamps, those who actually
{ tended to have slightly fewer assets than those
Thirty-seven percent of FSP participants, com-

percent of FSP eligible nonparticipants, had no
assetsg (excepting homes

pared to

‘»._"

o]

Householde disqualified from food stamps solely on the hasis
of their asscts were s relatively well-off group in terms of
ssets they owned., Two~thirds (68
percent) of these hﬁu:tuul s had total assets (not including
homes) in excess of $3,000,

the types and value of

Since the data for this report were collected in the Spring of
1979, both the income and asset limits in the FSP have changed,
Thus, the figures in this report may not represent the current
holdings of food stamps household. More recent data from SIPP
is needed in corder to ohtain up~to-date information on the

impact of the asset ilimit on FSP eligibilitv,
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B. THF PATTERN ANTY ADFOUACY OF MULTIPLE PROGRAM BENEFITS

The debate about whether and/or how to limit federal expendi-
tures for income transfer programs has again focused attention
on questions about the adequacy and equity of benefits available
from the mix of social insurance, cash welfare, and in-kind pro-
grams that help maintain income security, With this debate
comes disagreement about tradeof fs hetween the extent of income
securlty provided and its costs, It has heen argued that the
sradual expansion and extension of income transfer programs has
made multiple benefits available that provide more than is
necessary far adequate support, and that it has reduced the
incentive to work, Opponents reply that without multiple
henefits there would bhe gaps in program coverave, and that the
current system does not adequately provide for all.3/ Once
arain, this issue could not be properlv examined before the 1979
ISDP test panel became availabhle since the ISDP provided, for
the first time, concurrent information on monthlv participation
in a variety of income transfer programs, along with income
information for the same period.

The work by MacDonald on multiple program participation and

the adecuacy of benefits approached the issue by examining

the relationship between income and poverty status4d/ before
transfers and the relationship including transfer income for
recipients of all major income supporthﬁfograms. The paper
includes comprehensive descriptions of the incidence of multiple

/o . .
~1'Thls sectinn summarizes Maurice MacDonald, Multiple Benefits

and_Income Adequacy for Food Stamp Participant and Nounpartici-
pant Households. Washington, DC: Mathematic Policy Research,
Fehruary 1983. Prepared for the U,S, Department of Agriculture,
Food and Nutrition Service, Summary results from an extension
of the analysis to include the impacts of nutrition and housing
benefits are also included. See Maurice MacDonald, Multiple
RBenefits and Tncome Adequacy: Tmpacts of Nutrition and Housing
Benefits., Madison, WI: [Institute for Research on Poverty,
August 1984,

7,

-i/The of ficial Office of Management and Budget (OMB) 1979 annual
poverty line was used as the household cons:mption need standard
in evaluating the adequacv of benefits. Tnree month incomes
below one—quarter of that level were classified as inadequate to
meet the households needs, (For more information on the of fi-
cial poverty threshold and for poverty statistics see U.S.

Department of Commerce, Bureau of the Census, Current Population
Reports, Series P-60.,)
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benefit recipiency, the effects of benefits on poverty status,
and the characteristics of recipient and nonrecipient households
for different programs. It then focuses on the effectiveness of
the FSP in alleviating poverty within the context of multiple
benefits,

The research reported here used Wave 2 of the 1979 ISDP test
panel to examine the actual reported receipt of multiple
benefits, Tt analyzes the incldence and effects of receiving
benefits from one or more of the six most important cash and in-
kind transfer programs: Food Stamps (FSP); Public Assistance
(PA) including Aid to Families with Dependent Children and other
welfare programs; Unemployment Insurance (UI); 0ld Age, Survi-
vors, and Disability Tnsurance (OASDI); Supplemental Security
Income (SSI); and Medicaid. The combined effect of a somewhat
larger 1list of transfer programs on the adequacy of benefits as
measured by national poverty guidelines is also examined, 1In
estimating the effects of transfers on benefit adequacy, trans-
fers were added sequentially to market (pretransfer) income in
the same order that these programs count income from other pro-
grams in determining bhenefit entitlements: social insurance
(0ASDI and UI) first, then cash welfare (PA and SSI), followed
by food stamps (FSP).5/ (Medicaid was omitted from the income
count since it is seen as meeting special rather than normal
income requirements,) The sample used for this study included
about 7,200 households.

Figure TIT.1 displays categories of households, to explain how
the analysis of multiple benefit recipiency was organized. As
can be seen, the primary focus is on households that were eligi-
ble for food stamps in Spring 1979. Sufficient information on
income types, assets, and relevant expenditures was collected by
ISDP to classify all households into food stamp eligible or
ineligible groups.,

5/

~"There is a substantial literature on the evaluation of in-kind
benefits {(e.g., Smeeding, 1982, 1984; Manser, 1981) which pro-
poses several different methods: market value, recipient or
cash equivalent value, government cost, and poverty budget
share., Govermment cost, since it includes administrative costs,
would be likely to yield the highest valuation, while the
poverty budget share would yield the lowest since it places a
limit on the value of in-kind benefits. The approach used by
MacDonald to value food stamp henefits was market value.
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CATEGORTES OF HOUSEHOLDS (IN MILLIONS) FOR MULTIPLE

BENEFITS ANALYSIS, SPRING 1979

Al]l Households

(80.6)

Food Stamp Eligible

(12.4)
Food Stamp Food Stamp
Participants Nonparticipants
(4.8) (7.6)
Not Qot
Poor Poor Poor Poor
(3.3%) (1.5) (5.5) (2.1)

Food Stamp Ineligible

(68.2)
Not
Poor Poor
(3.8) (64.4)

SOURCE: MacDonald, M. Multiple Benefits and Income Adequacy for Food

Stamp Participant and Nonparticipant Households. Washington,

D.C.: Mathematica Policy Research, February 1983,
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Findings In Spring 1979, there were 28 million households who reported
receiving benefits from one or more of the six major assistance
programs studied. Less than one—quarter of these had benefits
from two or more major programs. The other three—-fourths
received benefits from only one program. A closer look shows
that about two-thirds of all households reporting benefits from
any of the major programs received only OASDI. The principal
findings of the analysis of the receipt of multiple benefits were:

o Social insurance recipients (recipients of OASDI and UI)
frequently do not have multiple benefits and are usually
ineligible for welfare. Only 17 percent of OASDI recipient
households and 34 percent of UI recipient households received
benefits from other programs,

o In contrast, multiple benefits were widespread among food
stamp, Medicaid, and cash welfare recipients. In each of
these programs, over 80 percent of recipients obtained
benefits from at least one other program. About two-thirds
of food stamp participant households had three or more of the
six major benefits {most frequently, food stamps, Public
Assistance, and Medicaid).

o Many households below the poverty line received few or no
benefits. Of pretransfer poor households who remained poor
when all transfer income was counted, 38 percent did not
receive any of the six major benefits, 32 percent received
only one benefit, and 27 percent received food stamps only.

Based on the analysis of the adequacy of the program benefits it
was found that receipt of multiple program benefits did not lead
to high income. The observed effects of multiple benefits on
benefit adequacy include the following:

o Of all pretransfer poor households, over one-half remained
poor, 40 percent were removed from poverty by OASDI and/or
UI, cash welfare and food stamps together removed another 5
percent,

o Food stamps alone reduced poverty by 1 percent. 1If all
eligible households had participated in the FSP, pretransfer
poverty would have been reduced by 2 percent.

o Among the pretransfer poor households who received food
stamps, most (80 percent) remained poor after all transfers
were counted. Of the 14 percent of food stamp households
with money incomes helow one-half of the poverty line, less
than one~third still had incomes below that level after food
stamp henefits were counted.

17
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Perhaps a more informative way of examining multiple benefit
effects is to look at actual dollars. The dollar difference
between each household's quarterly income and the quarterly
equivalent of the poverty threshold for that household when added
together for all poor households is defined as the poverty income
gap. In general, all three major types of transfers (l.e.,
social insurance, cash welfare, and food stamps) had greater
percentage effects in reducing the poverty gap than they did in
reducing poverty counts. This supports the finding that most of
the effect of transfers was to help those with incomes helow one-
half of poverty. Among food stamp recipients, social insurance
appeared less effective than did cash welfare in reducing the
poverty income gap, In particular, it was found that:

o Among all households nationwide, social insurance closed over
50 percent of the Spring 1979 520 billion poverty income gap,
cash welfare reduced it by 11 percent, and food stamps reduced
it by another 4 percent. After all henefits had been consid-
ered, one-third of the original gap between pretransfer
income and the poverty line remained.

0 Among FSP participant households, social insurance reduced
the Spring 1979 gap between the pretransfer incomes of FSP
participants in poverty and the poverty line by 23 percent,
cash welfare reduced it ahout one-~third, and food stamps
closed about one~fifth. After all benefits had been consid-
ered, about one-quarter of the gap hetween incomes and the
poverty line remained.

o In contrast, for FSP eligible households who did not partici-
pate, over one-half the poverty income gap remained after
cash benefits were added.

Figure T1I1T1.2 summarizes the results of the multiple henefit
analysis by showing the Spring 1979 distribution of FSP eligible
households relative to the official poverty line as they
appeared (1) before government transfers, (2) after major cash
transfers, and (3) after major cash transfers and food stamp
transfers. Before government henefits were considered, 80 per-
cent of FSP participants fell below national income poverty
guidelines. This included 64 percent below one~half of the
poverty line and an additional 16 percent between 50 and 100
percent of the poverty line. After all major transfer programs
were considered, 64 percent of FSP participant still remained
below income poverty guidelines, including 4 percent of FSP
participants who remained hbelow one-half of poverty. Tt is
important to note once again that the FSP has changed considera-
bly since Spring 1979. Consequently, more recent data from SIPP
is needed to reflect the current adequacy of program benefits.
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FIGURE T11I.2
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A later supplementary analysis of multiple benefit receipt used
Wave 4 of the 1979 ISDP test panel to include the School Lunch
Program and housing subsidies and Wave 6 to include the Special
Supplemental Food Program for Women, Infants, and Childrea (WIC)
(MacDonald, 1984). While this analysis is not strictly compar-
able to the main analysis primarily because using Waves 4 and 6
necessitated focusing on pretransfer poor households rather than
FSP eligible household, this difference is not a major limita-
tion on the analysis since the pretransfer poor define closely
the subset of households who are eligible for most of the
henefits of interest. The principal findings of this analysis
were:

n About 77 percent of both FSP and school lunch recipients
reported receiving benefits from another program——compared
with B8 percent for cash welfare.

o When only cash benefits are counted, 11.2 percent of house-
holds were poor in late 1979 (the time of Wave 4). Adding
the market value of food stamps, school luaches, and housing
subsidies reduced the percent poor by 1.4 percentage
points.h/

o The WIC data from Wave & indicate that approximately 1 per—
ceant of all households and 3 percent of all pretransfer poor
households reported receiving WIC. Of the pretransfer poor
WIC reciplents, 38 percent reported receiving food stamps in
Wave 4 and 2 percent reported both food stamps and school
lunches. There were no households with school luach only in
Wave 4 who reported receiving WIC in Wave 6.

C. MULTIPLE PROGRAM BENEFITS DURING THE COURSE OF A YEAR

The studies presented in the previous section considered the
receipt of benefits from multiple assistance programs at any
point in in the interview wave. By using the five waves of the
ISDP test panel, the patterns of transitions between multiple
henef it categories over the year (Doyle, 1985) and the receipt

6/

— In estimating the value of benefits from food stamps, school
lunch, and housing benefits, MacDonald urcd the market value
approach.



Data and
Methodology

Findings

Table of Contents

of multiple henefits for the 12 months of calendar year 1979
(MacDonald, 1985) could be considered.7/

Both the study by Doyle and the study by MacDonald used a linked
longitudinal file created from the five waves of the 1979 ISDP
test panel. This longitudinal file was created for the analysis
of the dynamics of FSP participation and is discussed in the
context of that work in the next chapter. By using the 1inked
longitudinal file, the patterns of the receipt of benefits by
households from multiple assistance programs over the full 12
months of 1979 could be examined. The five assistance programs
considered in the studies were: O0ld Age, Survivors, and Disa-
bility Insurance (OASDI), Unemployment Insurance (UI); Supple-
mental Security Income (SSI); Aid to Families with Dependent
Children (AFDC); and Food Stamps (FSP). Eleven program partici-
pation categories were defined. When only one of the five major
programs was reported by the household for a month the benefit
type was simply that benefit. When more than one benefit was
reported, the household was classified by whether or not it
received food stamps as well as by the largest benefit amount
from the other cash programs. The residual group for each month
consisted of households without benefits from any of the five
programs analyzed plus recipients of one very infrequent benefit
combination of two major benefit programs (AFDC and UI). Dovle
combined several multiple assistance categories because of small
sample sizes, On average, there were 3,174 households per month
in the sample for the Doyle study and 3,205 for the MacDonald
study.

The study by Doyle examined the extent to which households
switched between nine multiple benefit categories and the nature
of those transitions. The study found that one-third of the
sample of households reported some change in the multiple pro-
gram category in which they participated during 1979 and one-
fifth reported three or more transitions during the year. Other
findings of interest include:

o Households receilving OASDT only were the most stable group,
with only 18 percent reporting transitions over the year. UI

Z/This section summarizes MacDonald, Maurice Serial Multiple
Benefits and Monthly Income Adequacy. Washington, D.C.:
Mathematica Policy Research, March 1985. Prepared for the U.S.
Department of Agriculture, Food and Nutrition Service and a
memorandum from Pat Doyle of Mathematica Policy Research the
U.S. Department of Agriculture, Food and Nutrition Service.
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recipients were the least stabhle, with all recinient house-—
holds reporting at least one transition.

o 0Of those households receiving food stamps, the most stable
households were those also receiving O0ASDI, with almost
three—fourths reporting no transitions over the year. House-
holds receiving food stamps only or food stamps and SST were
the least stable, Over three—fourths of hoth groups of
households reported at least one transition. The final food
stamp group, households receiving food stamps and AFDC, was
somewhat more stable, with 40 percent of all households
reporting no transition,

s The most frequent transitions for households receivine food
stamps onlv or food stamps in conjunction with some other
program were to multiple program categories which included
food stamps, For example, over 70 percent of the households
receiving food stamps only which experienced a transition
added participation in 0ASDI, SS1, or AFDC to their food
stamp henefits,

o Of those households not participating in anv assistance
program in Januarv, over one-fourth had hegun participating
in at least one program by December, For 5 percent of the
households, the program they entered was the FSP,

o The number of months hetween transitions is short (2 to 3
months) for households with two or more transitions and
approximately 90 percent of such households return to their
original multiple benefit category.

o For those households observed to have onlv one transition
approximately 50 percent had no bhenefits in January but began
receiving henefits during the course of the vear, 25 percent
were participating in one program for the full vear and supple-
mented that program at some time during the vear, and 20 per-
cent simplv discontinued benefits at some point in the vear,

MachDonald examined average monthly participation rates and
average length of participation for eleven multiple henefit
catepories and the effects of the different henefit comhinations
on the adequacy of the benefits. The principal findings of the
Machonald study were as follow:

o Among those who received any bhenefits from the five transfer
programs for the whole of 1979, those with onlv 0ASDI or only
T were hy far the most frequent heneficiaries. ‘ouseholds
receiving only food stamps were third in frequency at 7 per-—
cent of all 1979 recipients, About W percent of rhose who
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received bhenefits from any program received them from two or
more programs at some time during 1979, most of whom had
benefits from only two programs.

o The adequacy of different monthly benefit combinations was
evaluated by comparing incomes with and without the cash
benefits and the face value of any food stamps they received
to a monthly poverty line determined by the net income limit
for food stamp eligibility in July 1979.8/ By that standard,
sample households would have been in poverty for 35 percent
of the months 1f they had not recelved assistance. The bene-
fits they actually received were sufficient to reduce the
percentage of 1979 months spent in poverty to 25 percent,

o Whatever their income without the monthly benefits, receiving
any single one of the cash benefits was always more advan-
tageous for the household than receiving food stamps alone,
Yet monthly food stamp benefits were sufficient to move about
30 percent of those recipients who would have been below one-
half of the monthly poverty line above that standard.

-§/The monthly net income limit for the FSP is less than the
official annual poverty line divided by twelve.
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IV. THE DYNAMICS OF FOOD STAMP RFCIPIENCY

The analysis of program turnover is crucial, among other reasons,
in order to shed light on the major issues of long-term depen-
dence on public transfers—--how long do households typically
remain recipients? What are the turnover patterns of different
types of households? What factors affect turnover? The ISDP
1979 test panel provided the first nationally representative
data with which monthly program caseload turnover rates could be
analyzed. Such a task required monthly income and related
information necessary to determine eligibility, detailed house-
hold characteristics, and monthly obhservation of program parti-~
cipation status. There are two studies which make full use of
the longitudinal nature of the ISDP in looking at turnover in
the FSP, The first study (Carr, Doyle, and Lubitz, 1984)
generated overall estimates of turnover rates in food stamp
participation and compared them with estimates generated from
earlier, less representative data. In addition, separate
estimates of turnover for important subgroups within the low-
income population were calculated and changes in eligibility
status were estimated over time.

The wide variation found by Carr et al. in food stamp turnover
rates by type of household makes it important to identify what
kinds of events cause households to enter and leave the food
stamp caseload. The second turnover study (Lubitz and Carr,
1985) pursued this question by estimating the impact of particu-
lar events on the probabilities of entrance to and exit from the
FSP, The ISDP data made such an analysis possible because it
provided the month-to-month linked information needed to identi-
fy changes in household circumstances and to associate those
changes with program entry and exit.

Data and The data base from which estimates of turnover in the FSP were
Methodology derived was a linked longitudinal household file develffed

from the first five waves of the 1979 ISDP test panel .~ Soclio-
demographic variables such as household composition, ethnicity,
and education were included as well as indicators of food stamp
receipt and all components of the eligihility determination
process.,

For the purpose of the turnover studies, longitudinal household
units were constructed according to the status of the principal
person(s) in the unit and complete income data from all five

-l/This section is primarily a summary of Timothy J. Carr, Pat
Doyle, and Irene Smith Lubitz, Turnover in Food Stamp Participa-
tion: A Preliminary Analysis, Washington, DC: Mathematica
Policy Research, July 1984, Prepared for the U.S. Department of
Agriculture, Food and Nutrition Service.

24



Table of Contents

ISDP waves were used. Principal persons are generallv the
"reference person” in the terminology of the survey, and his or
her spouse, if any. (They may be thought of as the heads of the
household.) As a result of this approach, the composition and
characteristics of units were allowed to change over time. For
example, it 1s possible to observe an ongoing unit which with
the passage of time gains or loses a household head or other
member. For the purposes of the present analyses, the universe
of households consisted of all units headed by a primary sample
member. A primary sample member is an individual included in
the initial sampling frame, and therefore followed throughout
the survey to the extent possible. A household could be formed
during any month and dissolved during any month. The only
sample households excluded from the studies were units formed
after the initial interview which were headed by individuals who
were not present in Wave 1. About 7,000 sample household units
were retained in the analysis,

The analysis in the study by Carr et al. was carried out in two
phases, TFirst, a descriptive analysis provided an overview of
the general level of turnover in food stamp eligibility and
participation during 1979, the manner in which turnover varied
over the course of the vear, and the manner in which turnover
varied across socioeconomic groups.

Several indicators of turnover levels in program eligibility and
participation were used, The most important of these were the
entry rate and exit rate. For program participation, these are
defined as the proportion of all households who did not receive
food stamps in one menth who were receiving food stamps in the
next month and, similarly, the proportion of all households who
did receive food stamps in one month who were not receiving them
in the next month, Other measures of participation turnover used
were the proportion of households that continuously received
food stamps, the number of spells of food stamp participation
during the sample period, and the average duration of food stamp
participation. Analogous turnover measures were defined for
program eligibility.

Since such descriptive analysis cannot identify the independent
effects of individual factors, the second phase of the analysisg
estimated a multivariate statistical model of program participa-
tion and eligibility, The probabilities of entering and exiting
from the FSP (or to and from eligibility for the program) were
estimated (using event history analysis2/) as functions of house-
hold characteristics expected to affect eligibility and participa-
tion.,

2/

%/ gee Tuma (1982) for a discussion of event history analysis.
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There was substantial movement of households into and out of the
FSP; the number of households who received benefits from the
program over the course of a vear was over 70 percent greater than
the number who recelved benefits in any given month. Furthermore,
there were significant variations in observed turnover across
socioeconomic groups. Specific findings of interest include the
following:

o Of all households who received food stamps in a given month,
7.3 percent left the program within the next month,

o Given that a household did not receive food stamps in a given
month, there was an 0.53 percent probability that it would
enter the program in the next month,

o Of the households who were present in the sample for the full
calendar vear and reported receiving food stamps at any time,
about one~third received food stamps for the entire vear,

o The probability that a household was a food stamp recipient
household at least once in the course of the vear was nearly
twice (1.74) the prohability that {t participated in the
program in a given month,

o There were sgystematic variations in entry and exit rates
across households. The lowest monthly exit probahilities
were for households who received AFDC and/or other types of
welfare, nonwhite households, households containing an
elderly or disabled person, households in which no person was
emploved, households whose head has relatively little formal
education, and households headed by a single person,

o The highest probabilities of entrance into the program were
for households who received AFDC, households headed by a
single person with children, nonwhite households, large
households, households in which no person was currently
emplovyed, households whose head had tittle formal education,
and househnlds in which an elderlv or disabled person was
present.

The multivariate results tend to support the findings of the
descriptive analysis. 1In particular, after controlling for
nther factors, entrv rates were higher and exit rates lower for
households with a nonwhite household head, no earner present, a
single household head, elderlv or disabled members, and AFDC
recipients.

The principal findings of the descriptive analvsis of program
eligibilitv are as follows:
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o There appeared to be substantial turnover in food stamp eligi-
bility., The probability that an eligible household became
ineligible each month was about 17 percent, and the probability
that a previously ineligible household became eligible was 6.3
percent., Both these probabilities are substantially higher
than the corresponding probahilities of participation change,

o The tvpes of households with the highest propensity to become
eligible for food stamps were those who received AFDC and
other types of welfare, households headed by a single person
with children, nonwhite households, households whose head had
relatively little formal education, households in which no
person was working, and households containing elderly or
disabled persons.

o The types of households with the lowest propensity to become
ineligible were those who received AFDC and other types of
welfare, those with a head over the age of A5, those with a
single head, those with a single member, those in which no
one was emploved, and those containing a disabled person.

Most of the relationships hetween characteristics and eligibil-
ity transitions ohbhserved in the descriptive analysis are main-
tained when other factors are held constant. In particular:

o Households with elderly or disabled members, those on AFDC,
and those who were nonwhite were all more likely to become
eligible for the Food Stamp Program than otherwise similar
households.

o Single headed households with children were more likely to
become eligible than were other households.

o Households with elderly or disabled members, nonwhite house-
holds, single headed households, nonearners, and AFDC recipi-
ents were all more likely to remain eligihle for food stamps
than were other types of household.

The subsequent study by Lubitz and Carr extended the earlier
research on turnover by examining the role of changes in house
hold circumstances on the likelihood that a household would
enter or leave the FSPKE/ Whereas the initial study identified

3/

2/ This section summarizes Irene Smith Lubitz and Timothy J. Carr's
Turnover in the Food Stamp Program in 1979: The Role of Trigger
Events, February 1985, Washington, DC: Mathematica Policy
Research, Prepared for the U.S. Department of Agriculture, Food and
Nutrition Service.
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characteristics of households that are correlated with higher or
lower prohabilities of transition in and out of the FSP, the
subsequent study identified particular events that evidently pre-
cipitate changes in program status. For example, the findings of
the Carr et al, study include a higher than average program entry
rate for households with no earner present. The trigger events
analvsis estimated the probability of program entry in the months
immediately followling the loss of earnings.

Five potential types of events were defined as trigger events
{i.e., events reasonably likely to "cause” or precipitate a
change):

o Targe changes in monthly pretransfer income between one month
and the nexttﬁ/ Those cases in which the income change
resulted in a change in eligibilitv status were also differen—

tiated from those in which it did not.

o A change in the number of emploved household members from one
month to the next. Multiple—earner were also differentiated
from siasgle-earner households.

o A change in asset holdings, specifically a decline in assets as
a possihle trigger of program entrance,

o  Changes in receipt of Unemplovment Insurance, either exhaustion
of Ul benefits (as an entry trigger) or beginning to receive
benofits (as an exit trigger).

¢ Household composition change, defined as a change from having
one head to two heads, or vice versa.

The methodalogy employed had two parts. First, a descriptive
investigation of the relation hetween trigger events and transi-
tions was imdertaken to track housebolds in the TSDP sample
rhrough the course of calendar vear 1979 on a month-to-month
hasis. When a comparison of a household's ecilrcumstances in
successive months indicated that a trigger event had occurred, the
household was further tracked to determine whether a transition
(entrance or exit) occurred. The probability that a household
experienced a transition after a trigeer event, and the

4/

—"The affect of changes in tntal income on transitions into and
ont of the program was analyzed; however the analysis was not
satisfactory hecause these changes confounded exosencus changes in
the honsehold's economic status (such as the loss of a job) with
changes in transfer income brought on by that event,
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elapsed time between the two events, was then tabulated and
analyzed.

Second, a multivariate analysis of the effect of trigger events on
entry and exit rates was used to isolate the independent efforts
of different trigger events, This analysis (based on event
history analysis) estimated transition probabilities as functiong
of explanatory variables in a manner similar to more familiar
regression models. The emphasis was on isolating the separate
effects of the different trigger events on transition rates.

It is important to note that for many of the trigger events being
considered the number of cases available for analysis is quite
small. With unweighted sample sizes of less than 10 or 20 for
households entering or exiting from the FSP following a trigger
event, the analysis cannot support definitive conclusions about
the impact of changes in housechold circumstances on program
participation.

The principal findings of the Lubitz and Carr study were as
follow:

o Trigger events were strongly correlated with the probability
that a household experienced a transition (entry or exit). A
househeld that experienced a trigger event was far more likely
to experience a transition within six months than a household
selected at random,

o Most instances of entering and exiting from the program in
response to trigger events occurred in the same month as the
trigger event or shortly thereafter.

o The event most likely to precipitate entry into the program was
a decrease in the number of earners present in the household.
Declines in pretransfer income resulted in households' becoming
eligible to participate in the program. Household splitting,
and exhaustion of UI benefits were also significant trigger
events,

o The events most likely to preclipitate exit from the program
were an increase in pretransfer income and an increase in the
number of earners present in a household. Beginning to receive
UI and becoming a couple {i.e., moving from one-head to two-
head status) were also significant trigger events.

o Changes in pretransfer income and in the number of earners were
experienced by a large proportion of all households in the
course of the year. To this extent, labor market phenomena are
more important in explaining turnover than less frequent demo-
graphic phenomena such as changes in household composition,

29
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V. MONTHLY PATTERNS OF INCOME RFCETPT

The FSP is a monthly program. FEligibility is based on income for
a monthly accounting period and henefits are provided monthly.
Therefore, survey data with monthly ohservations provide much
more Accurate information for describing FSP participating and
nonparticiparing households and for examining analvtical issues
concerning FSP design and operations, With the monthly observa-—
tions from SIPP, the household's income, receipt of other trans-
fers, ant houschold composition can be examined for the particu-
lar months during which the household reported receipt of FSP
henefits., Tn contrast, the traditional data sources for FSP
analyses such as the CPS and the PSID collect data about the past
vear., Since many low income households experience large income
fluctnations from part year emplovment and earners leaving or
entering the household unit, analvses of issues such as the
incomes of FSP participants during their period of participation
that are based on the CPS and PSID must rely on strong assump-—
tions and are therefore imprecisce.

This studv examined monthly patterns of income rece