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CHAPTER ONE
INTRODUCTION

This is the third volume of a three-volume final report presenting the results of the
evaluation of the expanded EBT demonstration in Maryland. Volume 1 describes the process
followed by the system vendor and by federal, state and local officials as they endeavored to
design, develop and implement the Maryland EBT system.! Volume 2 describes the impacts of
the demonstration EBT system on administrative costs, float, and benefit loss and diversion.>
A summary of the major findings presented in the three-volume final report is available

as a separate document.3

1.1 PROJECT OVERVIEW

Over the past ten years, the Food and Nutrition Service (FNS) of the U.S. Department
of Agriculture has been investigating an alternative method of issuing and redeeming benefits
in the Food Stamp Program. This method, called electronic benefits transfer (EBT), eliminates
the use of paper food stamp coupons and implements a computer system, together with a point-
of-sale (POS) terminal network and plastic magnetic-stripe EBT cards, to handle benefit issuance
and redemption.

The technical feasibility of EBT was demonstrated when the first EBT system became
operational in February 1985, serving approximately 3,400 food stamp recipients.® An
evaluation of that demonstration concluded that recipients, food retailers, and financial
institutions preferred the EBT system to the use of food stamp coupons, and that their costs of
participating in the Food Stamp Program were lower under EBT. Administrative costs of the

1. Margaret Hargreaves and Paul Elwood, The Evaluation of the Expanded EBT Demonstration in Maryland,
Volume 1: System Startup, Conversion and Expansion. Cambridge, MA: Abt Associates Inc., May 1994.

2. Christopher Logan et al., The Evaluation of the Expanded EBT Demonstration in Maryland, Volume 2:
System Impacts on Program Costs and Integrity. Cambridge, MA: Abt Associates Inc., May 1994.

3. John Kirlin, The Evaluation of the Expanded EBT Demonstration in Maryland.: Summary of Findings.
Cambridge, MA: Abt Associates Inc., May 1994.

4. John A. Kirlin, Developing an Electronic Benefit Transfer System for the Food Stamp Program.
Cambridge, MA: Abt Associates Inc., August 1985.
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EBT system, however, were much higher than those of the coupon issuance system it replaced.’
Subsequent system changes lowered costs somewhat, but they were still more than triple the
paper costs.5

In 1988, FNS enlisted state and local governments to cohduct additional EBT
demonstrations. The new "state-initiated” demonstrations were intended to serve as more
realistic models for future EBT initiatives. It was also expected that EBT’s administrative costs
within the Food Stamp Program would be lower due to cost-sharing with other public assistance
programs and with commercial electronic funds transfer networks.” Successful demonstrations
were implemented in Ramsey County, Minnesota and in New Mexico, where EBT systems
combining food stamp and cash assistance benefits became operational in 1992. An evaluation
of these systems confirmed that EBT can be cost-competitive with coupon issuance systems, at
least in a relatively small-scale demonstration environment.®

The Maryland EBT demonstration was initiated, with the encouragement of the U.S.
Office of Management and Budget, to test whether EBT could be technically feasible and cost-
competitive on a large-scale. In November 1989, a pilot project was implemented by TransFirst
Corporation, under contract to the Maryland Department of Human Resources (DHR), in the
Park Circle District of Baltimore. The system served six assistance programs: the Food Stamp
Program, Aid to Families with Dependent Children (AFDC), Bonus Child Support (BCS), Non-
Public Assistance Child Support (NPACS), Public Assistance for Adults (PAA), and the
Disability Assistance Loan Program (DALP).?

Under the terms of the contract, the pilot project could be expanded statewide after it
reached a steady state of operation in Park Circle and after DHR received approval for

5. William L. Hamilton et al., The Impact of an Electronic Benefit Transfer System in the Food Stamp
Program. Cambridge, MA: Abt Associates Inc., May 1987.

6. John A. Kirlin et al., The Impacts of the State-Operated Electronic Benefit Transfer System in Reading,
Pennsylvania. Cambridge, MA: Abt Associates Inc., August 1989,

7. Electronic funds transfer is a process by which funds are transferred electronically between bank accounts.

8. John A. Kirlin et al., The Impacts of the State-Initiated EBT Demonstrations on the Food Stamp Program.
Cambridge, MA: Abt Associates Inc., June 1993.

9. Until December 1992, the Disability Assistance Loan Program was called General Public Assistance.

Prepared by Abt Associates Inc. 2
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expansion from FNS and the U.S. Department of Health and Human Services’ Family Support
Administration (later renamed the Administration for Children and Families, or ACF, and
hereafter referred to as ACF). Federal approval would be contingent on the project’s cost-
effectiveness. .

The pilot EBT system was fully implemented in 1990, serving about 5,000 recipients.
Preliminary cost analysis findings, issued in October 1990, suggested that although the pilot
program was cost-effective overall and had the potential to reduce food stamp issuance costs if
implemented statewide, the system would not be cost-effective for AFDC issuance. As a result,
a new cost-sharing agreement, the Single Administrative Grant (SAG), was negotiated in August
1991 between DHR, FNS and ACF. This agreement capped federal reimbursements per case
to their level under paper issuance, making the project cost-neutral to both federal agencies.
Simultaneously, the EBT contract was transferred to Deluxe Data Systems. TransFirst continued
as a subcontractor to Deluxe, processing EBT transactions and adding recipients until Deluxe
developed its own EBT system. TransFirst’s obligations ended with the conversion of the
Maryland EBT caseload to the Deluxe EBT system in July 1992. By July 1993 the system was
fully implemented statewide, serving nearly 168,000 households. 1

1.2 OBJECTIVES OF THE EVALUATION AND THIS REPORT
The evaluation of the expanded Maryland EBT demonstration has four major objectives:

(1) To describe the process by which the expanded Maryland EBT system was
designed, developed and implemented statewide.

(2) To determine whether it is possible to design and operate a large-scale, multi-
program EBT system that costs no more than current benefit issuance systems, yet
is secure and acceptable to participants.

(3) To assess the impact of the Maryland EBT system on agency loss within the food
stamp and cash assistance programs and on benefit diversion within the Food
Stamp Program.

10. Further details on aspects of the Deluxe system design and the process of system conversion and
expansion are provided in Volume 1 of the report, Hargreaves and Elwood, op. cit.

Prepared by Abt Associates Inc. 3
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(4) To assess the impact of the Maryland EBT system on stakeholders (recipients,
retailers, and financial institutions), with a focus on the costs these groups incur
to participate in the food stamp and cash assistance programs.

This report addresses the fourth objective. Volume 1 of the evaluation’s final report

addresses the first objective, and Volume 2 addresses the second and third objectives.

The Maryland EBT demonstration is unique because it is the first demonstration to test
a statewide EBT system. Statewide expansion greatly increases the scale of the demonstration,
which is important from an operations and research perspective because key aspects of an EBT
system (e.g., system performance and client service) might suffer as demonstration resources
are spread over a larger, more spread-out caseload. The Maryland demonstration also represents
the first time an EBT system has been implemented in rural areas of a state as well as in
urbanized areas. One of the goals of the evaluation is to determine whether such expansion
affects impacts on stakeholders or administrative costs.

With respect to the evaluation’s examination of the impacts of the EBT demonstration
on recipients, retailers, and financial institutions, this report addresses one issue that no previous
evaluation of an EBT system has dealt with, plus two issues that no other evaluation to date
could. First, for the first time, the evaluation addresses the impacts of an EBT system on
participants in cash assistance programs such as AFDC. While some previous EBT demonstra-
tions have included cash assistance programs, evaluations of those demonstrations focused solely
on impacts within the Food Stamp Program. Second, this report examines whether the Maryland
EBT demonstration has had any impact on caseload size within the food stamp and cash
assistance programs. That is, did the presence of the EBT system encourage otherwise eligible
clients to enroll in, or induce existing clients to leave, any of the participating programs? The
small scale of previous demonstrations did not permit meaningful research on this topic.
Finally, because some check cashing organizations in Maryland assisted in issuing food stamp
benefits to recipients prior to the introduction of EBT, and all check cashing organizations were
available to cash public assistance checks, this evaluation examines the impact of the EBT

demonstration on these organizations.

Prepared by Abt Associates Inc. 4



I Table of Contents
Chap A
1.3 RESEARCH METHODS

The analysis of EBT system impacts on recipients, retailers, and financial institutions
is based primarily on a pre/post research design that included two major surveys of each group:
one prior to the introduction of EBT and one after EBT had been implemented throughout the
state. Pre-implementation surveys gathered information on costs incurred by each group to
participate in the paper-based issuance systems, in which recipients received benefits in the form
of food stamp coupons and public assistance checks. Post-implementation surveys obtained
similar data on participation costs under EBT issuance. The post-implementation surveys also
asked participants for their reactions to the new EBT system, especially which issuance system
they preferred and why.

Most estimated system impacts are the difference in pre/post measures. A general
weakness of a pre/post research design is that factors other than the intervening treatment (here,
the EBT system) also can cause pre/post differences in outcome measures. Research designs
often can be strengthened by randomly assigning subjects to treatment and control groups, or
by using a comparison group and then comparing the pre/post differences in the control or
comparison group with the differences in the treatment group. Random assignment, however,
was not operationally feasible for the Maryland EBT demonstration. Similarly, selecting a
comparison state for data collection was not considered feasible due to the difficulty of finding
a fully comparable state and the constraints on evaluation resources. Where possible, however,
the evaluation’s pre/post design has been strengthened by taking into account non-EBT factors
that might have caused pre/post differences. For instance, the pre/post surveys of retailers and
financial institutions employed a longitudinal design to control for inter-store and inter-bank
variation in wage structures and operating environments. As another example, the frequency
of new-hires at retail stores was held constant across periods when estimating system impacts
on training costs.

In addition to the surveys, trained observers recorded transaction times of food stamp
and other purchases at retailers’ checkout counters before and after system implementation to
assess possible impacts of the EBT system on stores’ checkout productivity—one of the
components of retailers’ participation costs. After the system had been implemented, observers
also recorded the time customers spent at automated teller machines (ATMs) during periods of
peak and non-peak EBT usage to determine the system’s impacts on ATM use.

Prepared by Abt Associates Inc. 5
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Finally, because many different factors can affect food stamp and cash assistance
program caseloads, the evaluation employs an econometric analysis of monthly caseloads and
benefits within each of three programs (food stamps, AFDC and DALP) before and after EBT
implementation to assess whether EBT had a discernible impact on caséload sizes or average
monthly benefits. The monthly caseload and benefit data were provided by the Maryland
Department of Human Resources.

1.4 ORGANIZATION OF THE REPORT

This report consists of six chapters, including this Introduction. Chapter Two addresses
EBT system impacts on program recipients, especially their costs to participate in the food stamp
and cash assistance programs. Chapter Three examines system impacts on monthly caseloads
and average monthly benefit levels. Chapter Four presents the analysis of system impacts on
food retailers within the state. The fifth chapter reports on system impacts on check cashing
organizations, and Chapter Six addresses the impacts of the EBT system on financial institutions
that participate in the redemption of program benefits under the paper-based and EBT issuance
systems.

A "highlights” section in each chapter’s introduction summarizes major findings. A
number of technical appendices provide additional information on research methods, data
collection efforts, and supplementary analyses.

Prepared by Abt Associates Inc. 6
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CHAPTER TWO
EBT IMPACTS ON RECIPIENTS

EBT represents a dramatic change in the way that recipients receive food stamp and
cash benefits. Prior to EBT, food stamp recipients in Maryland received benefits in the form
of paper coupons, which they could redeem for eligible food items at authorized retailers. Cash
benefits were issued in the form of paper checks that program recipients or child support
participants could cash or deposit.

With EBT, recipients are issued a permanent, plastic EBT card with separate accounts
for food stamp and cash benefits. Each month’s benefits are electronically credited to the
recipient’s accounts on his or her issuance day. Recipients use the card much like a debit card.
When shopping, the purchase amounts are deducted electronically at the point of sale from
whichever account the recipient specifies (but the food stamp account may only be used to
purchase eligible items). Cash may be withdrawn from the cash benefit account at certain ATMs
and at point-of-sale terminals. Purchases and withdrawals can be made only by using the
recipient’s secret personal identification number (PIN).

Recipients in previous demonstrations have generally responded positively to EBT.
Evaluations have also shown that, at least within the Food Stamp Program, EBT tends to reduce
the amount of time and money recipients must spend to participate in the program. The analysis
presented here examines these same issues, but the Maryland demonstration allows us to go
beyond the previous evaluations in two potentially important respects. First, we include a
detailed examination of recipients’ cost of participation in cash benefit programs, which has not
previously been studied. Second, because Maryland is the first statewide implementation of
EBT, we are able to compare the preferences and participation costs of recipients in rural areas
to those of recipients in urban areas.

This chapter presents an analysis of the EBT system’s impact on food stamp and public
assistance recipients and child support participants. In Section 2.1 we discuss the research
questions, design, and sample characteristics. Sections 2.2 and 2.3 present our findings on the
impacts of EBT on food stamp and cash benefit recipients respectively. Section 2.4 describes

urban/rural differences in system preferences and in costs of participation.
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EBT can change recipients’ experiences and behavior in ways both direct and subtle.

2.1 INTRODUCTION

Most obviously, food stamp recipients no longer carry food stamp coupons or receive cash
change from purchases.! Cash benefit recipients without bank accounts now can withdraw as
much or as little cash as they want, as often as they want, instead of having to cash the entire
check at once. Eliminating the postal system from routine benefit issuance reduces one area of
vulnerability (mail delays, thefts, or errors). However, new potential problems exist with EBT,
such as system downtime or delays. Other problems can exist in both systems, such as the
possibility of damaged coupons or cards, or error in the amount of benefits that the individual
receives.

Indirect effects of EBT may also be hypothesized. EBT may change the spacing or
timing of shopping trips; it may alter the way recipients budget their resources; or it may change
their perceptions about participating in assistance programs.

Many of these changes are embodied in recipients’ costs of program participation—in
particular, the time and money recipients spend to obtain and use their benefits. Some important
aspects of the recipients’ experience with the issuance system are not matters of time and money,
however, but of the recipients’ own subjective assessment of dimensions such as the level of
security, convenience, and personal dignity associated with using program benefits.

To address this wide range of possible effects, this analysis addresses the following
research questions:

¢ Do recipients prefer EBT to the paper issuance systems (food stamp coupons or
cash benefit checks)? What reasons do they give for their preference?

¢ How does EBT affect the time and money costs of program participation?

e Do EBT impacts of participants’ preferences vary by geographic area (urban versus
rural)?

1. A purchase using food stamp coupons may result in cash change up to 99 cents.
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Data Collection

To address these questions, the evaluation used a pre/post research design based on two
independent surveys of recipients. The first survey collected information on recipients’
experiences under the paper-based issuance systems. The second survey collected analogous
information about the EBT system. EBT impacts are considered to be the differences in
experiences of the two samples.

The pre-implementation recipient survey was conducted between March and September
1992; the post-implementation survey, one year later, between June and September 1993. The
analysis is based on 1,298 completed interviews from the pre-implementation survey and 1,338
from the post-implementation survey. In both surveys we first attempted to interview the
respondent by telephone; where this could not be done, respondents were interviewed in person.

The two survey samples were drawn from listings of recipients provided by the
Maryland Department of Human Resources (DHR). The universe included participants in the
Food Stamp Program and several public assistance programs. The latter include Aid to Families
with Dependent Children (AFDC) and three state programs: Disability Loan Assistance Program
(DALP),? Public Assistance for Adults (PAA), and Emergency Assistance (EA). In addition,
participants in the Non-Public Assistance Child Support Enforcement Program (referred to here
as NPACS) were included in the universe.

Food stamp and public assistance recipients who had been receiving benefits for the two
months prior to sample selection were eligible for the survey. NPACS participants who had
received child support checks in any of the 15 months before the survey were also eligible.

The pre-implementation survey, which addressed paper-system experiences, did not
survey recipients living in areas that had converted to EBT before the survey took place (Cecil
and Montgomery Counties, and the Park Circle district of Baltimore). These areas were
included in the post-implementation sample, however, so that that survey represents the full
statewide recipient population. The pre/post analysis here compares only the areas covered by
both surveys.>

2. Previously called General Public Assistance (GPA).

3. The system preferences and EBT participation costs of the entire statewide sample are summarized in
Appendix B. The statewide numbers differ little from those presented in this chapter.
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A self-weighting, two-stage cluster sampling strategy was used. The sampling unit was

zip code clusters, with clusters stratified by urban/rural location* and food stamp coupon
issuance system (i.e., mail, authorization to participate (ATP), and over-the-counter (OTC)
issuance). In the first stage of sampling, clusters were randomly drawn, With the probability of
being drawn proportional to the number of recipients residing within the cluster. In the second
stage we drew a random sample of recipients from each cluster chosen in the first stage.

The sample for the post-implementation survey was drawn from the same clusters used
in the pre-implementation survey in order to ensure that some important factors, such as average
travel times and distances, could be assumed constant across the samples.

Unless specified otherwise, the results presented here are weighted for nonresponse.
Sample sizes, however, are presented in actual (unweighted) terms. The data collection and

analysis methodology is described in more detail in Appendix A.

Sample Characteristics

In the pre-implementation sample, 86 percent of respondents received food stamps, 61
percent received public assistance, and 8 percent received NPACS. In the post-implementation
sample, 90 percent of respondents received food stamps, 59 percent received public assistance,
and 5 percent received NPACS. Many respondents received more than one type of assistance,
with the most common combination being food stamps and AFDC.

Most public assistance and food stamp recipients in both samples were less than 40
years old and lived in households composed of three people or fewer. There were more elderly
persons and somewhat smaller households among food stamp recipients than among public
assistance recipients. Most food stamp and public assistance recipients were female, black,
unemployed, and had a high school-level education.

NPACS participants differed somewhat from the profile of public assistance and food
stamp recipients. The NPACS participants tended to be better educated, were more likely to be
employed (typically full-time), and had somewhat larger households. Nearly all of them were

female and most were black.

4. Urban/rural location was based on U.S. Census boundaries of urbanized areas.
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The demographic characteristics and program participation status of both samples are

shown in Appendix A.

Highlights

In previous EBT demonstrations, recipients have responded very favorably to EBT.
The Maryland demonstration proves to be no exception. Among recipients who had experienced
both the paper and the electronic systems, 83 percent of food stamp recipients and 91 percent
of cash benefit recipients said they prefer EBT.

Recipients feel that EBT offers greater convenience and security than food stamp
coupons or checks. We also find some evidence that EBT may reduce the stigma associated
with receiving food stamp or public assistance benefits.

Recipients’ costs of participation tend to be lower with EBT than in the paper systems.
In the Food Stamp Program, EBT cuts participation costs by more than half for the recipient
population as a whole, a statistically significant difference. For recipients who had previously
received coupons by mail, however, participation costs actually increased slightly (though
nonsignificantly) with EBT. In the cash programs, participation costs were lower with EBT than
checks, but the difference was not statistically significant.

Both the recipients’ preferences and their participation costs were quite similar in rural
and urban areas. Although previous demonstrations had not applied EBT in rural areas, the
Maryland demonstration indicates that EBT can serve rural recipients just as well as those living
in urban areas. Concerns that rural recipients would have higher participation costs (perhaps
due to longer travel distances, especially to ATMs) were not realized.

It is clear that the participation costs measured in the evaluation do not capture
everything about the issuance system that is important to recipients. Cash program recipients
expressed stronger preferences for EBT than did food stamp recipients, but it was the food stamp
recipients whose participation costs declined more. Food stamp recipients who had previously
received coupons by mail, even though they reported no reduction in participation costs, were
just as likely to prefer EBT as recipients who formerly received ATPs. Recipients’ subjective
feelings about security, convenience, stigma, and perhaps other factors, clearly contributed

strongly to their overall judgment about the issuance system.
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* The cost to obtain the initial Independence card;

* The cost to receive training;
e The cost to obtain replacement cards; and
® The cost to withdraw benefits from a money machine.

The first two cost components were amortized over the average length of the program
spell.

The last component, the cost to withdraw cash, is unique to cash recipients. It involves
going to a cash machine to withdraw cash, typically at an ATM or food store equipped with
EBT terminals. Most recipients make several such trips each month, but since only one trip is
required to access nearly all of one’s monthly benefits,> we based this cost on one trip per
month.

For participants with both food stamp and cash accounts, shared program costs (e.g.,
costs to get the card, training, and replacement cards) were allocated half to the Food Stamp
Program and half to the cash program. The cost of withdrawing cash was allocated entirely to

a recipient’s cash program.

Cost of Resolving Problems

This component refers to the cost of making trips and phone calls to the relevant offices
to resolve issuance-related problems (for example, reporting incorrect or unreceived allotments).
It is the same in the paper and EBT systems. For food stamp and public assistance recipients,
the relevant office is the SSO; for NPACS clients, it is the Child Support Enforcement Office
and, with EBT, the SSO.

Cost of Lost (Unreplaced) Benefits
A number of problems may result in benefits being lost to the recipient. In some cases,
these problems are resolved and the recipient regains the benefits after a delay; in other cases

the benefits are not replaced, and the loss is permanent. We consider as "losses" only those

5. At ATMS, recipients would not be able to withdraw up to the final $5 to $10 of their monthly benefits,
depending on whether the ATM’s minimum denomination was $5 or $10 bills.
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which were not replaced. The monthly loss is computed as the amount of the most recent loss

times the frequency reported per month.
The nature of possible losses differs between the paper and EBT systems. In the paper
system, we considered the following types of lost benefits: '

* Food stamp ATP lost, stolen, or damaged;

® Food stamp ATP issued for too few benefits;

® Other ATP problem that resulted in too few benefits received,
¢ Too few coupons received;

¢ Food stamp coupons lost, stolen, or damaged;

® Grocer overcharges (food stamp recipients only);

® Public assistance check written for too low an amount; and
®  Check lost, stolen, or damaged.

In the EBT system, types of benefit losses include:

¢ Independence card account(s) credited for too few benefits;
* Too little in account(s) for "other" reasons;

* Benefits taken while card was lost or stolen;

* Benefits used without recipient’s permission;

® Grocer overcharges (food stamp recipients only);

¢ Forced withdrawal of cash benefits with card; and

¢ Direct deposit account credited for too few benefits.

Participation costs were measured in the recipient surveys. A series of questions was
asked about events that recipients had encountered over the past two months, the time and
money recipients spent as a result of those events, and the value of any benefits that were lost
but not replaced. In translating the recipients’ responses into cost estimates, we used the

following procedures:
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e All costs are expressed as the average cost per case month.

e Recipients’ time spent in obtaining benefits or resolving problems is valued at the
federal minimum wage of $4.25 per hour.

®  Where events involve more than one program, such as a recipient of both AFDC
and food stamps obtaining the initial EBT card, the costs are divided evenly
between the programs.

Computational and analytic issues are discussed in more detail in Appendix A.

2.3 EBT IMPACTS ON FOOD STAMP RECIPIENTS

EBT brings major changes in the way that recipients obtain and use their food stamp
benefits. Before EBT, the State of Maryland delivered food stamp benefits in three ways: mail
delivery, ATP issuance, and OTC pickup at the SSO. With mail delivery, food stamp coupons
were simply mailed to the recipient. In areas with ATP issuance, recipients received an ATP
card in the mail, and then exchanged it for food stamp coupons at the SSO or an authorized
agent. Finally, in some areas, recipients picked up coupons in person at the SSO. In our pre-
implementation sample, 60 percent of respondents received coupons via ATP, 31 percent by
mail, and 6 percent by OTC pickup at the SSO. All recipients used coupons to pay for eligible
food items much like cash.

In the EBT system, recipients use a magnetic-stripe card in a process modeled on debit
card purchases. Instead of storing and carrying a supply of coupons, recipients have benefits
that reside in an electronic account. Instead of physically obtaining coupons each month, they
obtain a card when they begin participating and obtain a replacement only if it is lost, stolen or
damaged.

Recipients may verify that the allotment credit has been made by running a balance-only
transaction at a terminal, by calling the automated audio response unit (ARU), or by calling their
caseworker.

This section examines the impact of these changes, looking in turn at recipients’ overall
impressions, the time and money they spend to participate in the Food Stamp Program, their
food shopping patterns, and their household food supply.
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Food stamp recipients who experienced both EBT and the coupon system overwhelm-

Preferences for EBT or Coupons

ingly preferred EBT. Overall, 83 percent of such recipients said they preferred EBT, while only
10 percent preferred the coupon system (the rest did not express a prefer-ence).6 '

It might be expected that recipients’ responses to EBT would depend on the nature of
the coupon system they had experienced. In particular, because recipients under ATP and OTC
systems had to make a monthly trip to pick up their food stamps, these recipients might respond
more favorably to EBT, while recipients under mail systems might be less impressed.

As it turns out, recipients’ preference for EBT seems largely unrelated to the nature of
the coupon system they previously experienced, as shown in Exhibit 2.1. Over 80 percent of
all three groups preferred EBT. Recipients who had participated in the mail issuance system
expressed about the same margin of preference as those whose previous experience had been
with the ATP system. Recipients apparently respond more to characteristics of the food coupons
than to the way in which the coupons are issued.

Confirming this general preference, 95 percent of all recipients (including those who
had not previously experienced the coupon system) said they were either "very satisfied” or
"satisfied" with EBT. Comparing this response pattern to those seen in customer satisfaction
studies for commercial services or products, EBT appears to generate a very high level of
satisfaction. Finally, nearly 95 percent of recipients said they felt secure with the EBT card.

Some of the reasons why recipients like EBT are visible in other measures reported in
Exhibit 2.1. Two thirds think it is easier to shop with EBT than coupons. More than a third
feel that they encounter fewer problems requiring a trip to the SSO. And a fifth believe that
store employees treat EBT users better than people with food stamp coupons.

The latter finding is consistent with anecdotal evidence indicating that EBT reduces the
stigma associated with participating in the Food Stamp Program (though only 3 percent offered
"reduced embarrassment or stigma" as an advantage of EBT, as noted below). Food stamp
coupons readily identify the user as being dependent on public assistance. The EBT card might
be an equally obvious identifier, especially where retailers do not accept other forms of

6. Among those who preferred coupons, the following groups were slightly over-represented: those 60 or
more years old (14 percent preferred coupons); men (14 percent); and those reporting a handicap (15 percent).
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ExHIBIT 2.1

SYSTEM PREFERENCES OF FOOD STAMP RECIPIENTS

Percent
Percent of former coupon users who prefer EBT over coupons: 83.1
Former ATP recipients 80.6
Former OTC recipients 93.0
Former mail recipients 82.1
Percent who are satisfied/dissatisfied with the EBT card:
Very satisfied 76.5
Somewhat satisfied 18.4
Somewhat dissatisfied 3.2
Very dissatisfied 1.3
Percent who feel secure with EBT card 94.7
Percent of former coupon users who:*
Feel shopping is easier with EBT card 66.9
Feel food store employees treat him/her:
Better than when used coupons ' 21.0
Same as when used coupons 75.5
Worse than when used coupons 33
Make more/same/fewer visits to the Social Services Office to deal with
problems
More 1.9
Same 59.1
Fewer 38.8
Sample size 1,055

Responses weighted for nonresponse. Sample size is actual (unweighted).
*  This represents 87.6 percent of food stamp respondents.

Source: Post-Implementation Recipient Survey

electronic payment. The EBT card, however, may have a more "upscale” image than coupons,
because it resembles the credit or debit cards most often used by middle- and upper-income
persons. Whatever the reason, although most recipients did not perceive any different treatment
with EBT, a notable minority believed that EBT improves the situation.

Finally, the most common responses to an open-ended question about the advantages
of EBT (not shown in the exhibit) concerned convenience. About half of all respondents gave
as their first answer either general convenience, convenience in obtaining benefits ("you don’t
have to pick up benefits"), or convenience in handling or using benefits. The next most

common set of responses mentioned security advantages (14 percent), while 3 percent spoke of
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reduced embarrassment or stigma. When asked about advantages of coupons, most respondents
could not think of any.

Costs of Participation

Food stamp recipients must undertake certain activities in order to obtain and use their
food stamp benefits. Sometimes they encounter problems in this process. Sometimes their
benefits are lost or stolen. The recipients’ cost of participation in the Food Stamp Program is
defined as the time and money they spend to carry out these necessary activities and deal with
problems, plus the value of any of their benefits that are lost or stolen. These have been
described generally in Section 2.2; methodological issues are discussed in more detail in
Appendix A.

EBT substantially reduced the costs of participating in the Food Stamp Program for
Maryland recipients. The average monthly cost to participate was $8.29 in the paper system,
as shown in Exhibit 2.2. The cost fell to less than half that level with EBT, or $3.15, a
statistically significant difference.

The average cost of participation is strongly influenced by a small number of recipients
who report quite substantial costs in both the coupon and EBT systems. The EBT reduction in
median costs is even greater than the difference in means: from $3.87 in the coupon system to
only $0.36 with EBT. In any given month, then, most coupon recipients experience fairly small
participation costs and most EBT recipients ha\}e even smaller costs. Each month a small
number of recipients incur more substantial costs, but this number tends to be smaller with EBT
than coupons.

EBT’s comparative advantage depends on the system it replaces, because participation
costs differ strikingly across the three coupon issuance systems. Mail issuance, which rarely
requires positive action from the recipient to obtain benefits, has an average monthly
participation cost of $3.20—slightly over the EBT cost. The ATP and OTC systems require a
monthly trip by the recipient to pick up coupons, and hence have substantially higher costs.

The general finding that EBT reduces participation costs is consistent with recipients’
expressed preferences for EBT. It is clear that participation costs do not fully explain
preferences, however. EBT brought no significant reduction in participation costs for recipients

in the mail issuance system. Nonetheless, recipients who had formerly gotten their coupons by
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EXHIBIT 2.2

COSTS OF FOOD STAMP PARTICIPATION
(cost per case month)

Cost to Cost to Cost of

Total Obtain Resolve Lost Sample
Cost Benefits  Problems Benefits Size
EBT $3.15 $0.80 $0.34 $2.02 1,055
Paper system 8.29 3.92 1.16 3.21 1,110
ATP issuance 10.59 5.35 0.97 4.26 654
Mail issuance 3.20 0.47 1.47 1.27 355
Over the counter issu- 13.11 7.45 1.68 3.98 76
ance
Difference 5.4 3127 -0.82" -1.19%

Results weighted for nonresponse. Sample size is actual (unweighted). Difference is EBT cost minus paper cost. T-test statistics are
in parentheses.

** Statistically significant at the 1 percent level.
* Statistically significant at the 5 percent level.
1 Statistically significant at the 10 percent level.

Source: Pre- and Post-Implementation Recipient Survey

mail preferred EBT by about the same margin as those who had been in the ATP issuance
system.

This implies that recipients perceive some value in EBT beyond what is captured by the
measures of participation cost. The recipients’ expressed opinions of EBT provide some clues
about where this value may lie: in the convenience of handling and shopping with EBT benefits,
in security, and in a reduction of stigma. As the discussion below explores the origin of the
changes in participation cost, it is important to bear in mind that other elements of the recipients’

experience may have equal or greater salience in their own opinions.
Cost of Obtaining Benefits

Although all three components of food stamp participation costs declined with EBT, the
largest reduction occurred in the cost of obtaining benefits. This reduction, from $3.92 to
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$0.80, accounts for 60 percent of EBT’s overall impact on recipients’ participation costs. This

effect is statistically significant.

Most of the EBT cost of obtaining benefits stems from recipients" need to replace lost
or damaged EBT cards. About 11 percent of the survey respondents reported that they had
replaced their EBT card in the past two months. The visit to the SSO and other actions to get
the replacement card accounted for over two thirds of the overall cost of obtaining benefits. The
remaining costs were incurred as recipients obtained their initial card and were trained in how
to use it; these costs are amortized over the average length of time recipients participate in the
program, and hence are a small part of the average monthly cost.

In the paper coupon system, mail issuance entails the lowest average cost to obtain
benefits—even lower than EBT—at $0.47 per month. Typically, recipients do not incur any time
or money costs because the mail delivery is made to the recipient’s home. Less commonly,
recipients must pick up the stamps at the SSO or post office (if, for example, they have the
stamps delivered to a post office box).”

The recipients’ costs of obtaining benefits in OTC and ATP issuance systems are much
higher than in either the EBT or mail systems. The OTC process, which costs an average of
$7.45, involves a monthly trip to the SSO to pick up the stamps, and often requires substantial
waiting time and out-of-pocket expenses. ATP issuance, with a somewhat lower average
monthly participation cost of $5.35, involves a similar process. Most of the cost stems from
exchanging the ATP for food stamps (traveling to the exchange location and waiting in line).

Most of the participation cost in all of the issuance systems reflects time spent by
recipients rather than out-of-pocket expenses. Recipients devote an average of about 10 minutes
per month to obtaining their EBT benefits, and they have out-of-pocket expenses of $0.30 (see
Exhibit 2.3). The corresponding averages for the coupon system are 35 minutes and $1.46.

7. For recipients who have food stamps delivered to a post office box, the cost presented includes travel costs
to the post office box but not the rental cost of the box.
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ExmBIT 2.3

COSTS TO OBTAIN FOOD STAMP BENEFITS
(cost per case month)

Time
Total Money Time (hrs/case
Cost Cost Cost month) n
EBT $0.80 $0.30 $0.51 0.12 1,055
2.12) (1.58) (0.86) (0.20)
Paper System 3.92 1.46 2.46 0.58 1,085%
(4.61) (3.14) (2.59) (0.61)
ATP issuance 5.35 1.89 3.46 0.81 654
(4.63) 3.57) (2.46) (0.58)
Mail issuance 0.47 0.16 0.31 0.07 355
1.72) (0.69) (1.28) (0.30)
Over-the-counter issuance 7.45 3.90 3.55 0.84 76
4.79) 3.87) (2.31) (0.549)

Standard deviations are in parentheses. Results weighted for nonresponsc. Sample size is actual (unweighted).

* 25 food stamp coupon recipients did not provide information on issuance system, 50 costs to obtain benefits were not computed for

them. The overall mean cost of obtaining food stamp benefits was imputed to them for purposes of computing their total cost of
participation.

Source: Pre- and Post-Implementation Recipient Surveys

Cost of Resolving Problems

Recipients’ costs for problem resolution were significantly less with EBT than coupons.
The $0.34 average monthly cost in the EBT system (Exhibit 2.2) was less than a third of the
coupon average of $1.16, a statistically significant difference.

Problem resolution costs reflect the costs of trips to the SSO and calls to the SSO or
EBT Customer Service Center to resolve problems with benefit issuance.® Recipients spend
time on the phone or at the SSO to resolve problems. They incur both time and money costs
to make visits to the SSO, while phone calls incur only a time cost.

Exhibit 2.4 summarizes the major factors which affected problem-resolution costs. Note
that these figures reflect trips and calls made for problems involving all types of benefits that
a recipient received, not just those dealing with food stamps.

8. The survey question asked recipients to exclude calls and trips to resolve eligibility and other problems.
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EXHIBIT 2.4

SUMMARY OF FACTORS INVOLVED IN RESOLVING
PROBLEMS—FOOD STAMP RECIPIENTS

EBT " Coupon
Percent who made trips to the SSO to resolve problems (last two
months) 4.90 12.13
Average time spent at SSO to resolve problem, last trip (minutes) 41.85 56.82
Percent who made phone calls to SSO to resolve problems (last two
months) 11.80 23.77
Average duration of phone call, last call (minutes) 10.83 10.70

Results are weighted for nonresponse. SSO = Social Services Office
Figures include trips and calls made for any problem-resolution reason (not just food stamp problems).

Source: Pre- and Post-Implementation Recipient Survey

EBT appears to have reduced substantially the frequency with which recipients have to
deal with issuance problems. Fewer than 5 percent of EBT card-holders made trips to the SSO,
compared with 12 percent of coupon users. Similarly, only about 12 percent of card-holders
made phone calls, versus 24 percent of coupon users. The length of the average visit or phone
call was not strikingly different between EBT and coupons. Apparently, then, EBT’s main
effect was to present fewer problems, rather than to reduce the difficulty of resolving a problem

once it existed. Exhibit 2.5 summarizes the time and money costs to resolve problems.

Food Stamp Benefits Lost

Like the other elements of participation cost, the cost of lost benefits was smaller with
EBT than with coupons by a statistically significant amount. Although this was the smallest of
the EBT effects in percentage terms, the average EBT cost of $2.02 was still more than a third
lower than the coupon average.

The types of losses that recipients experience (or perceive) differ somewhat between the
coupon and EBT systems, and are summarized in Exhibits 2.6 and 2.7. In all systems, the
largest single source of losses is the provision of benefits in an incorrectly low amount. We
cannot know to what extent these losses reflect recipients’ confusion about the amount of benefits

to which they were entitled.
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EXHIBIT 2.5

FOOD STAMP RECIPIENTS’ COSTS TO RESOLVE PROBLEMS?
(cost per case month)

Total Money Time

Cost Cost Cost n
EBT
All food stamp recipients $0.34 $0.12 $0.22 1,055
2.15) (1.39) (1.20)
Those who had problems 2.98 1.08 1.94 112
5.92) (4.24) (3.15)
Paper system
All food stamp recipients 1.16 0.26 0.90 1,110
5.149) (1.29) (4.40)
Those who had problems 4.78 1.08 3.70 264
9.67) (2.48) (8.41)
ATP issuance 0.98 0.20 0.78 654
5.27) (1.15) (4.50)
Mail issuance 1.47 0.33 1.13 355
(5.22) (1.38) (4.61)
Over-the-counter issuance 1.68 0.56 1.13 76
(4.30) (1.97) (2.90)

Standard deviations arc in parentheses. Results weighted for nonresponse. Sample size is actual (unweighted).

* Cost of trips and phone calls to the Social Services office to resolve issuance problems related to the Food Stamp Program and other
nonpublic assistance programs.

Source: Pre- and Post-Implementation Recipient Survey

Apart from these issues, losses for coupon recipients came mainly from retailer
overcharges, stolen coupons, and lost coupons, each estimated to average slightly less than $0.50
per month. The main EBT losses stemmed from unauthorized use of the card, either while it
was in the recipient’s possession or after it had been stolen. In general, EBT recipients were
less likely to experience these problems than coupon recipients, but the average loss was greater

when such problems occurred.
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COST OF LOST FOOD STAMP BENEFITS—PAPER SYSTEM
(cost per case month)

Recipients Who Lost

All Recipients Benefits®
Average Dollar Average Dollar
Value Value n
ATP Issuance Problems (n=654)
ATP had too few benefits $1.81 $33.82 36
ATP lost or stolen 0.09 34.53 2
ATP damaged 0.00 0.00 0
Received too few coupons in exchange for ATP 0.46 69.60 3
Mail Issuance Problems (n=2355)
Received too few coupons in mail 0.67 26.88 10
Over-the-Counter Issuance Problems (n=76)
Received too few benefits OTC 2.50 31.71 6
General Food Stamp Problems (n=1110)
Food stamps stolen 0.48 35.33 14
Food stamps lost 0.44 33.03 12
Food stamps damaged 0.02 7.11 2
Store overcharged 0.49 6.59 74
Total, All Problems $3.21 $23.66 141

Results weighted for nonresponse. Frequencics are actual reported (unweighted).

*  Recipients whose benefits were not replaced. Excludes recipients who did not experience the problem, or experienced it but had
benefits replaced.

Source: Pre-Implementation Recipient Survey
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EXHIBIT 2.7

COST OF LOST FOOD STAMP BENEFITS—EBT SYSTEM

(cost per case month)

Recipienis Who Lost

All Recipients Benefits®

Average Dollar Average Dollar
Value Value n
Account credited for too low amount 0.78 24.70 32
Less in account than expected® 0.40 32.67 12
Grocer overcharge 0.05 5.75 9
FS benefits taken while card stolen 0.29 39.88 9
FS benefits taken while card lost 0.07 13.89 6
FS benefits used without authorization 0.44 32.41 16
Total, all problems $2.02 $32.29 66

Results are weighted for nonresponse. Sample size is actual (unweighted).

* Recipients whose benefits were not replaced. Excludes recipicnts who did not experience the problem, or experienced it but had
benefits replaced.

b For reasons other than delay or account credited for too low an amount.

Source: Post-Implementation Recipient Survey

Shopping with Food Stamp Benefits

In addition to changing the mechanics of benefit issuance, it was hypothesized that EBT
might alter recipients’ shopping behavior, perhaps in rather subtle ways. For example, if stores
differ in the ways they handle purchases, recipients might find it more convenient or pleasant
to shop in different stores than they previously used.

For the most part, recipients’ survey responses reveal little impact of EBT on shopping
behaviors. They appear to use the same types of stores with coupons and EBT and to shop in
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Because the Food Stamp Program’s fundamental mission is to improve the purchasing

Household Food Security and Food Expenditures

power of low-income people in order to allow them to obtain nutritionally adequate diets, any
major innovation must be examined to see whether it aids recipients in imﬁroving their
household food security. Large impacts on spending behavior are not expected to occur in a
sw‘itch to EBT issuance because, unlike cash or check issuance systems that have been tried in
several demonstration settings, the EBT food stamp benefit remains exclusively restricted to food
purchases. However, EBT issuance might more effectively prevent food stamp benefits from
being used for purposes other than purchasing food. This might occur because recipients cannot
get cash change from EBT purchases. It could also occur if EBT reduces "trafficking"” or other
unauthorized uses of the benefits. To the extent that EBT enlarges households’ shopping
options—allowing them to shop more frequently or more effectively comparison shop—EBT
might actually result in a decline in expenses, even as food consumption improves.

In order to investigate EBT’s impact on household food supply and food spending, a
series of attitudinal and food expenditure questions regarding adequacy of the household food
supply was included in the pre- and post-implementation recipient surveys.!? Overall, the
results are encouraging. The responses in Exhibit 2.8 show substantial improvements in food
stamp recipients’ perceptions of their household food supply. The number of recipients
reporting "sometimes” or "often not enough to eat" fell by half. Likewise, nearly a quarter
more EBT recipients indicated that they had enough of the kinds of food they wanted to eat.
There were also statistically significant-decreases in the numbers of households reporting days
without food or money to buy food in the previous month, in buying or serving less expensive
or smaller meals, in borrowing money to buy food, and in applying for other government

assistance.

12. The attitudinal questions are identical to questions asked in a series of FSP cashout demonstrations
operated between 1989 and 1991. The food expenditure questions parallel those used in the Alabama Assets
cash-out demonstration. These questions produce estimates of food spending based solely on respondent
recall, and do not provide the levels of precision obtained from a detailed diary enumeration of household food
use as was performed in other cash-out demonstrations. However, there is no reason to expect that the levels
and types of measurement error will change between different waves of survey administrations.
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ExHiBIT 2.8

HOUSEHOLD FOOD SECURITY OF FOOD STAMP RECIPIENTS

Coupons EBT
Self evaluation of household’s food supply last month (percent):‘
Enough of the kinds of food we want to eat 43.7 54.5
Enough but not always the kinds of food we want to eat 34.2 34.2
Sometimes not enough to eat 18.7 8.6
Often not enough to eat 34 2.7
Share of food stamps left one week after receipt (percent of respondents)
None 29.0 27.4
Less than half 34.0 36.1
About half 24.5 23.1
More than half 12.4 13.4
Percent of households lacking food, food stamp benefits, or money to buy
food last month 20.7 14.3"
Average number of days 54 6.1
Percent of households in which someone skipped meals last month because
of a lack of food, food stamp benefits, or money to buy food 9.2 7.9
Average number of days 4.6 6.3%
Percent of households which did the following last month because there
wasn’t enough food (multiple answers allowed):
Borrowed or received food from friends or relatives 16.8 14.0
Took money out of savings to buy food 3.8 4.2
Borrowed money to buy food, or bought food on credit 13.0 9.2t
Worked extra hours or jobs 3.2 3.2
Bought or served less expensive or smaller meals 28.8 22.8t
Got food or meals at a soup kitchen or food bank 7.8 6.1
Applied for other government assistance 3.2 1.3t
Other 0.3 0.9

Results weighted for nonresponse. Source: Pre- and Post-Implementation Recipient Survey.

** EBT result statistically significant from coupon result at the 1 percent level.
* EBT result statistically significant from coupon result at the 5 percent level.
1 EBT result statistically significant from coupon result at the 10 percent level.
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Recipients also appear to be spending less of their cash income on food with EBT than

with coupons.!? Regression-adjusted monthly food expenditures averaged $134 per adult male
equivalent under the paper system, as compared to $121 under the EBT system.'* However,
as is evident in the regression results presented in Appendix C, the staﬁsﬁcaﬂy significant EBT
impact relates strictly to the pattern of household spending out of reported cash income.
Specifically, EBT reduces recipient households’ marginal propensity to make food purchases
from their cash income resources. (Under the coupon system, recipients spent six cents of every
incremental dollar of cash income on food; for EBT, the marginal spending increase is only two
cents per dollar.) This pattern might be explained by more effective shopping under EBT or by
a reduced need to supplement food stamp benefits with purchases from cash income when
trafficking or cash change diversions are reduced.

While the observed food spending reduction is difficult to fully explain, it does not fully
offset the positive EBT impact indicated from the attitudinal questions. Thus, in summary, the

overall evidence suggests a favorable impact of EBT on recipient household food security.

24 EBT IMPACTS ON RECIPIENTS OF CASH BENEFITS

The Maryland EBT demonstration includes recipients of four public assistance
programs: AFDC, DALP, PAA, and EA.!15 1t also include participants in the Child Support
Enforcement program who were not participating in any public assistance program; we refer to
these as NPACS participants.

Before EBT, all of these programs paid participants by check. Each month checks were
printed and mailed to the recipient, who then either deposited the check in a bank account or

cashed it. Most public assistance checks were issued once a month. AFDC recipients could

13. Food expenditures are defined as the sum of reported expenditures for food items in the last month at
supermarkets, grocery stores, convenience stores, specialty stores (such as bakeries, delis, farmers’ markets),
and expenditures on takeout items.

14. As explained in Chapter One, the pre/post research design has the limitation of not being able to control
for all factors that might affect an outcome variable between the pre- and post-implementation periods.
Regression techniques were therefore used to adjust the pre- and post-implementation means for known factors
that influence food spending and that might change for survey samples in the two periods.

15. Emergency Assistance benefits were still being issued by check when our post-implementation survey was
conducted; therefore no EBT costs are presented for Emergency Assistance.
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also receive a separate Bonus Child Support check of up to $50 monthly if the noncustodial

parent made a payment to the Child Support Enforcement Office. NPACS participants received
checks only when the noncustodial parents made support payments, which they made to the
Child Support Enforcement Office in Baltimore. | '

Nearly all public assistance recipients, and two-thirds of NPACS participants, cashed
their check (rather than depositing it in a bank), most frequently at banks or check cashing
stores. About half of those who cashed their checks were subject to check cashing fees.
Highlights of obtaining benefits by paper check, and problems encountered, are discussed in
Appendix C.

In the EBT system, the cash payment is credited electronically to the client’s EBT
account. The client must go to a cash access location to withdraw the cash using his or her EBT
card and PIN. Clients can withdraw cash at ATMs participating in the MOST network, at food
stores (with clerk assistance) and, in a limited number of areas, at banks with teller assistance.

Based on survey data, approximately three-quarters of clients "most often” withdraw
cash at ATMs; most of the others use POS terminals at food stores. Public assistance recipients
report an average of 2.4 cash withdrawals per month with the EBT card, while NPACS
participants report an average of 2.8 withdrawals per month. Exhibit 2.9 presents data from
September 1993 system reports showing how cash assistance recipients and child support
participants split their use of POS terminals and ATMs as access points. 16

EXHIBIT 2.9
RELATIVE USE OF POS TERMINALS AND ATMS

POS Terminal® ATM
Number of approved withdrawals 232,585 285,525
Average withdrawal value $33.08 $85.73
Total transaction volume (millions) $7.6 $22.3

* Transactionsat POS terminals can be withdrawals or purchaes. The system does not track these two types of
transactions scparately.

16. The data are not disaggregated by program.
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Highlights of EBT cash access, and problems encountered, are summarized in Appendix

C.
ExHiBIT 2.10
SYSTEM PREFERENCES OF CASH RECIPIENTS
Public Assistance NPA Child Support
Percent of former check recipients who prefer the 91.1 91.2
EBT card over checks:®
Percent who are satisfied/dissatisfied with the EBT
card:
Very satisfied 79.9 65.8
Somewhat satisfied 17.2 34.2
Somewhat dissatisfied 1.6 0.0
Very dissatisfied 1.2 0.0
Percent of former check recipients who:?
Feel secure with the EBT card 93.9 89.2
Feel their money is safer with the EBT
card than with checks 89.2 94.2
Feel EBT card is more convenient 91.7 96.6
Feel budgeting is easier with the EBT 70.4 54.5
card
Sample size (EBT card users) 643 35

Responses are weighted for nonresponse. Sample sizes are actual (unweighted).
® This represents 84 percent of public assistance recipients and 79 percent of NPACS participants.

Source: Post-Implementation Recipient Survey

System Preferences

Like food stamp recipients, an overwhelming majority of recipients in the cash
programs prefer EBT to the paper check system. In fact, the EBT preference level of 91 percent
shown in Exhibit 2.10 is somewhat higher than the level among food stamp recipients.
Similarly, the overall satisfaction level is extremely high: over 97 percent are either "satisfied"

or "very satisfied," slightly higher than the rate of satisfaction among food stamp recipients.
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The expressed preferences of public assistance and NPACS participants are essentially
the same, indicating similar levels of satisfaction.”

Convenience and security appear to be the top two reasons for preferring EBT. Over
90 percent of the recipients who have experienced both checks and EBT find EBT more
convenient, and nearly as many believe that their money is safer with EBT. Most recipients also

find that EBT makes budgeting easier.

Costs of Participation in Cash Programs

Recipients’ costs of participation in cash programs, as in the Food Stamp Program, are
measured in terms of three components: the cost of obtaining benefits, the cost of resolving
problems, and the value of (unreplaced) lost benefits. Again, costs include both time and out-of-
pocket expenses. The main difference from the food stamp situation is that the events involved
in obtaining and using benefits differ somewhat.

Recipients’ costs of participation in the cash programs were somewhat lower with EBT
than checks. For the public assistance programs, the overall cost with checks averaged $8.87
per case month, as shown in Exhibit 2.11. The cost declined to $6.81 with EBT, an estimated
reduction of about 23 percent that is statistically significant at the 10 percent level.

The pattern for public assistance programs largely reflects the experience of AFDC
recipients, who make up the bulk of the population. The state programs (DALP, PAA, and EA)
saw a larger and statistically significant reduction in participation costs. The reduction for
NPACS participants was considerably smaller and not statistically significant.

The difference in average participation costs appears to understate the difference in most
participants’ experiences in a given month. For example, the median cost for public assistance
recipients was $6.01 with checks, compared to $2.67 with EBT. As we observed with food
stamps, then, a minority of cases incurs quite substantial costs in any given month, and

averaging in these cases tends to dampen the distinction between the EBT and paper systems.

17. For much of the analysis presented here, we combine AFDC, DALP, PAA, and EA into the general
category of "public assistance.” NPACS participants are presented separately because of differences in both
the programs and the participants: the source of the payment is the noncustodial parent rather than the
government; the payment is not necessarily made every month; and the participants tend to be in somewhat
better economic circumstances than the public assistance program recipients.
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ExHIBIT 2.11

COSTS OF CASH-PROGRAM PARTICIPATION, BY PROGRAM
(cost per case month)

Cost to Cost to | Cost of

Total Obtain Resolve Lost Sample
Cost Benefits Problems  Benefits Size
Public Assistance Programs
Paper system $8.87 $7.52 $0.75 $0.60 776
EBT 6.81 3.72 0.17 2.93 682
Difference - -2.06t —-3.80™" 0.58"* 2.33"
AFDC
Paper system 9.10 8.03 0.83 0.25 625
EBT 7.30 3.82 0.16 3.32 600
Difference -1.80 -4.21™ 0.67" 3.07
State-Operated Programs
Paper system 7.94 5.47 0.45 2.02 151
EBT 3.4 3.04 0.18 0.22 82
Difference -4.50"" -2.43" 0.27 -1.80
NPA Child Support
Paper system 9.86° 6.87 1.31 1.69 94
EBT 8.97 2.11 2.02 4.83 54
Difference -0.89 -4.76™* 0.72 3.14

Results weighted for nonresponse. Sample sizes are actual (unweighted). Difference is EBT cost minus paper cost.

*  This cost is very sensitive to the costs of onc direct deposit respondent who reported numerous trips and phone calls to the Child
Support Enforcement Office, and a large error in crediting her account. Her resonsesare internally consistent. With this observation
deleted, average NPACS participation costs under EBT drop to $3.91 per case month ($2.14 to obtain benefits, $0.62 to resolve
problems, and $1.16 in lost benefits).

** Statistically significant at the 1 percent level.
* Statistically significant at the 5 percent level.
1 Statistically significant at the 10 percent level.

Source: Pre- and Post-Implementation Recipient Survey

It is interesting to note that, although EBT’s reductions in participation cost were
somewhat smaller in the cash programs than in the Food Stamp Program, the cash program
recipients express even stronger preferences for EBT. This reinforces the point that our
measures of participation costs do not capture all aspects of the issuance system that are

important to recipients.
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Cost of Obtaining Cash Benefits

The process of obtaining benefits—mainly cashing the check or going to the
ATM—accounts for the bulk of participation costs in both the check and EBT systems. EBT
substantially reduces this cost. | .

For public assistance recipients, the cost of obtaining benefits drops from $7.52 with
checks to $3.72 with EBT, a 51 percent reduction that is statistically significant. The reductions
for each type of public assistance program and for NPACS are similarly substantial and
statistically significant.

One of the important effects of EBT is to eliminate check cashing fees. Nearly half of
all public assistance recipients and 40 percent of NPACS participants reported that they paid fees
to cash their most recent check.!® Some fees were charged as a percentage of the face value
of the check (about 2 percent, on average), and some were a flat fee (averaging $3.50 for public
assistance recipients). No fees were permitted for EBT cash withdrawals. !

This effect is visible in the comparison of time and money expenditures in Exhibit 2.12.
Out-of-pocket expenditures represent the majority of costs under the check systems, while time
costs dominate under EBT.

EBT costs in the analyses above are based on the assumption that recipients make only
one cash withdrawal trip each month. This is the minimum that is required in order for
recipients to access their benefits.2® In fact, however, recipients were allowed to make as
many EBT withdrawals as they wished free of charge. Most recipients did make more than a
single withdrawal: public assistance recipients reported an average of 2.4 trips per month to
withdraw cash, while the average for NPACS participants was 2.8 withdrawals.

Because these additional withdrawals were voluntary, one must presume that the

recipients derived extra value from them that offset or exceeded the additional cost they

18. Banks in Maryland are not permitted to charge fees for cashing such checks. However, more than half
of the recipients cash their checks at check cashing stores, grocery stores, or other locations that may charge
fees.

19. A few recipients nonetheless reported paying fees to make cash withdrawals in POS transactions.
20. If EBT recipients used an ATM with a maximum withdrawal amount, they could perform additional

transactions to withdraw all remaining benefits (except amounts below $5 or $10, depending on the minimum
denomination bill dispensed by the machine).
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EXHIBIT 2.12

COSTS TO OBTAIN CASH BENEFITS

Total Money Time Time (hrs/
Cost Per Case Month Cost Cost Cost Case Month) n
Public Assistance Programs
Paper system $7.52 $4.52 $3.00 0.71 766
(6.84) (5.85) (2.68) (0.63)
EBT 3.72 1.16 2.56 0.60 682
(3.96) (3.01) (1.89) (0.45)
AFDC*
Paper system 8.03 4.93 3.10 0.73 625
(7.33) (6.30) (2.83) (0.67)
EBT 3.82 1.22 2.59 0.61 600
(4.08) (3.12) (1.91) (0.45)
State-operated programs
Paper system 5.47 2.86 2.61 0.61 151
(3.56) (2.80) (1.88) 0.44)
EBT 3.04 0.67 2.36 0.56 82
(2.85) (1.98) (1.74) (0.41)
NPA Child Support
Paper system 6.87 2.20 4.67 1.16 94
(8.96) (3.87) (7.04) (1.85)
EBT 2.11 0.49 1.62 0.38 54
(2.59) (1.35) (1.70) (0.40)

Standard deviations are in parentheses. Results are weighted for nonresponse. Sample size is actual (unweighted).
® Includes Bonus Child Support.

Source: Pre- and Post-Implementation Recipient Survey

incurred. We have no measure of that extra value, and therefore omit the additional transactions
entirely from the measure of participation costs.

It is nonetheless important to recognize that the extra transactions are a potentially
important element of the recipients’ EBT experience. Recipient preferences, for example, are
not based on their experience in a one-withdrawal program, but on the ability to make multiple
withdrawals. Exhibit 2.13 therefore shows key participation costs when all transactions are
included (but still omitting any measure of the benefit derived from the additional transactions).
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ExHiBrIT 2.13

DIFFERENCES IN CASH EBT COSTS BASED ON NUMBER OF CASH

WITHDRAWAL TRIPS
(cost per case month)

Public NPA Child
Assistance Support

Cost to withdraw cash®

One trip $3.31 $2.43

Reported number of trips 8.01 7.15
Cost to obtain benefits

One trip 3.72 2.11

Reported number of trips 8.10 5.20
Total participation cost®

One trip 6.81 8.97

Reported number of trips 11.19 12.06
Average reported trips per month 24 2.8

Costs are weighted for non-response.

% "Cost to withdraw cash"” is over card users only. Other costs include direct deposit recipients as well.
b "Costto withdraw cash” is one component of "cost to obtain benefits, * which itself is one component of "total participation
costs.”

Source: Post-implementation recipient survey.

With all withdrawals included, participation costs are estimated to increase with EBT
for both public assistance and NPACS participants. This obviously does not mean that recipients
were worse off with unlimited transactions than if they had been limited to a single withdrawal;
rather, it reemphasizes the point that the cost of participation measure does not include the
benefits derived from being able to access benefits piecemeal over the month, and suggests that

such benefits may be considerably greater than the participation cost that is measured.

Cost of Resolving Problems

The cost of resolving problems in cash programs was not large with checks, and it
declined further with EBT. Cash program recipients tended to report both fewer and briefer
problem-solving visits and telephone calls than food stamp recipients.

The average cost to resolve problems for public assistance recipients amounted to $0.75

per month with checks. The EBT cost of $0.17 was less than one fourth of that amount, a
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statistically significant difference. This result principally reflects the pattern for AFDC
recipients. Recipients in the state assistance programs reported a smaller reduction that was not
statistically significant, and NPACS participants indicated a nonsignificant increase in costs (see
Exhibit 2.14). | /

Cost of Lost Benefits

Cash program recipients rarely lose benefits that are not replaced, but the losses that
do occur are sometimes sizable. Losses in the paper system resulted mainly from lost or stolen
checks, as shown in Exhibit 2.15. Most reports of EBT losses concerned incorrect credits to
the EBT account or incorrect balances; as we noted with food stamp benefits, many of these
incidents may have been matters of recipient misunderstanding rather than system errors.

The average value of reported losses for AFDC recipients was significantly greater with
EBT than with checks. A nonsignificant reduction in losses is estimated for the state programs,
and a nonsignificant increase for NPACS.

It seems likely that the measure of losses used here is somewhat biased in the direction
of finding greater losses for the EBT system. As noted above, it takes at face value the
recipients’ reports of losses from incorrect credits and incorrect balances, and omits any losses
that check recipients may incur as a result of the fact that they have to cash their whole check
at once.2! The true impact of EBT is therefore probably less negative than indicated by our
measures, but we cannot determine whether the true impact is likely to be an actual reduction

in losses or merely a smaller increase than that shown.

2.5 URBAN/RURAL COMPARISON

All previous EBT demonstrations have taken place in largely urban locations. The
Maryland demonstration offers the first opportunity to examine whether rural recipients’
experiences with EBT differ systematically from those of their urban counterparts.?? Several

21. Because food stamp benefits are obtained as coupons in the paper system, we are able to measure loss
or theft of coupons after they have been obtained. In the cash programs, once the check is cashed the benefits
are indistinguishable from other money in the recipients’ possession. Thus, it was not possible to measure
this component of losses in the cash programs.

22. A recipient’s urban/rural status is based on the U.S. Census boundaries of urbanized areas.
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ExHIBIT 2.15

COST OF LOST CASH BENEFITS
(cost per case month)

Recipients Who Lost Benefits

All Recipients PA NPA
Average Average
PA NPA Dollar Value n Dollar Value n

Paper Check System

Check for too low amount 0.20 NA 25.27 6 NA 0

Check lost or stolen 0.40 1.69 90.34 3 68.67 3

Check damaged 0.00 0.00 0.00 0 0.00 0

Total, all problems $0.60 $1.69 $48.61 9 $68.67 3
EBT System

Account credited for too 1.32 0.46 45.29 21 4.72 2

low amount®

Less in account than 0.51 0.00 28.55 13 NA 0

expected®?®

Forced cash withdrawal® 0.18 0.00 125.00 1 NA

Cash benefits taken while 0.54 0.05 74.01 5 0.61 4

card stolen®

Cash benefits taken while 0.46 0.03 72.90 4 0.42 4

card lost®

Cash benefits taken with- 0.05 0.00 20.45 2 NA 0

out authorization®

Direct deposit account 0.26 27.02 5.00 1 145.00 2

credited for lessd

Total, all problems® 2.93 4.83 56.86 38 29.24 8

Results are weighted for nonresponse. Sample sizes are actual (unweighted).

% Average just over card users, excludes direct deposit users.

For reasons other than delay or account credited for too low an amount.
¢ Average over all recipients (card users and direct deposit users).
4 Average over direct deposit users.

Source: Pre- and Post-lmplementation Recipient Survey
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differences could be hypothesized: access to cash machines might be more limited in rural

areas, or trips to resolve EBT problems might pose a greater burden. On the other hand, the
lower population density and potentially lower prices for some services (such as babysitting) in
rural areas might work to reduce costs of participation there. | .

In fact, urban and rural recipients expressed very similar opinions of EBT, with the
rural recipients being fractionally more favorable (86 percent favoring EBT versus 82 percent).
In their overall preferences and in their responses to specific issues such as convenience and
security, rural recipients consistently gave more positive responses by a few percentage points.
This pattern holds true for both food stamp and public assistance recipients.?

Location does not appear to have a major impact on recipients’ participation costs, as
shown in Exhibit 2.16. Most of the urban/rural differences in the exhibit are not statistically
different from zero. The only exception is for food stamp recipients. Under the paper coupon
system, urban recipients experienced slightly higher participation costs than rural food stamp
recipients, largely due to a higher cost of lost benefits. With EBT, there was no statistically
significant difference in participation costs between urban and rural areas.

The most important point to be drawn from this analysis is that the Maryland
demonstration provides no reason to believe that EBT cannot serve rural residents as well as
those in urban areas. Urban and rural residents expressed similar opinions about EBT, and their

EBT participation costs were generally the same.

23. NPACS participants are excluded from this analysis because the sample included only a handful of rural
participants.
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ExHIBIT 2.16

URBAN-RURAL DIFFERENCES IN COSTS OF PARTICIPATION
{cost per case month)

Paper System ~ EBT-
Urban Rural Difference Urban Rural  Difference

Food Stamp Program $8.77 $6.89 $1.88" $3.16  $3.13 $0.03

Cost to obtain benefits 3.98 3.75 0.23 0.85 0.64 0.21t

Cost to resolve prob- 1.24 0.92 0.32 0.36 0.29 0.07

lems

Cost of lost benefits 3.54 2.21 1.33 1.96 2.19 -0.23

Sample size 817 293 1,110 770 286 1,056
Public Assistance $8.71  $9.39 -$0.68 $7.15 $5.51 $1.64

Cost to obtain benefits 7.39 7.91 -0.52 3.81 3.37 0.44

Cost to resolve prob- 0.83 0.53 0.30 0.15 0.22 -0.07

lems

Cost of lost benefits 0.49 0.94 -0.46 3.19 1.93 1.26

Sample size 587 189 776 524 158 682

Results are weighted for nonresponsc. Sample sizes arc actual (unweighted). Difference is urban cost minus rural cost. EBT costs
exclude Cecil and Montgomery Counties and Park Circle district of Baltimore (arcas not sampled in pre-implementation survey).

Results for NPA Child Support are not shown because rural sample sizes are too small to permit a meaningful comparison (1 paper check
and 13 EBT respondents).

** Statistically significant at the 1 percent level.

* Statistically significant at the 5 percent level.
t Statistically significant at the 10 percent level.
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CHAPTER THREE

EBT IMPACTS ON PROGRAM PARTICIPATION
AND BENEFIT PAYMENTS

This chapter describes our analysis of the effects of Maryland’s EBT system on
participation and average benefit payments for three programs: the Food Stamp Program, Aid
to Families with Dependent Children (AFDC), and the Disability Assistance and Loan Program
(DALP). If EBT affects caseloads or benefits in a systematic way, this has implications for the
overall benefits and costs of switching to an EBT system. It is also of concern whether certain
recipients (e.g., the elderly or handicapped) may be adversely affected by an EBT system.

Section 3.1 provides an overview of the analysis and summarizes the key results.
Subsequent sections discuss the research questions addressed, describe the qualitative evidence
on participation impacts, explain the design of the econometric analysis of participation effects,

and summarize the results of the econometric analysis.

3.1 INTRODUCTION

The primary question addressed in this chapter is whether the EBT system in Maryland
has affected caseloads for the Food Stamp Program, AFDC, or DALP.! EBT will affect
caseloads only if it changes the rate of entry or exit for these programs. Furthermore, it is
possible that EBT could have different impacts on entries and exits. Consequently, this analysis
examines not only total caseload but also new approvals and case closures. A secondary
question is whether EBT has changed the composition of the caseload, resulting in changes in
the average benefit paid to recipients. Even if the Maryland EBT system did not change the
total number of cases, it is possible that it affected total benefits paid if, for example, low-

1. The Maryland Department of Human Resources also converted to EBT some participants in the NPA Child
Support program, on a voluntary basis. So far only about 25 percent of these clients have elected to switch
to EBT. The fact that EBT is voluntary in this program makes effects on participation less likely. EBT
should have no effect on closures, because anyone who dislikes EBT can stay in the program without
converting. Furthermore, EBT should not deter prospective applicants because they are not required to use
EBT. Since we deemed participation impacts unlikely to occur, we focused our analysis on programs where
participation in EBT was mandatory.
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benefit recipients tend to exit and high-benefit clients tend to enter because of EBT. To address

this second issue, we examine average benefit payments for each program.

There are competing hypotheses about how EBT might affect caseloads. If recipients
feel that EBT is a less stigmatizing method of benefit receipt, caseloads may increase, through
either an increase in new approvals or a decrease in exits. On the other hand, electronic benefit
delivery is very different from the old method of delivery; there are training requirements and
other learning costs that may make the switch not worth the effort for some clients. Ultimately,
such clients would exit their program, leading to reduced caseloads. Finally, it is possible that
EBT will not have any major impact on how recipients feel about the welfare system because
it is only an administrative change, and does not affect benefits or requirements. Under this last
hypothesis there would be no significant impact on participation.

To test these hypotheses we compare participation in each of the three programs before
and after EBT, using data for all 23 Maryland counties and 15 Baltimore city districts over the
period January 1989 through November 1993. The dates of EBT implementation in these
jurisdictions range from September 1991 to April 1993. A simple comparison of caseloads
before and after EBT is not adequate, however, because other factors affect participation. In
particular, there has been a steady rise in the number of food stamp and AFDC cases over a
period that began well before EBT was implemented in any Maryland jurisdiction. The portion
of this increase that is independent of EBT (which may be the entire increase) must be factored
out so that it is not incorrectly attributed to EBT. We use a statistical approach to control for
other influences on participation, estimating separate regression models of approvals, closures,
caseload, and average payments for! each program. This analysis is supplemented with
qualitative evidence, chiefly surveys of recipients on whether EBT has influenced their
participation decisions.

These analyses find no serious evidence that the Maryland EBT system has affected
participation in any way. For four of the six approvals and closures models (for the Food Stamp
Program, AFDC, and DALP), the estimated EBT effect is not statistically different from zero.
Although two of the three caseload models do show positive and statistically significant EBT
impacts, the magnitude of the impacts is not consistent with the estimated impacts on approval
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and closures. Thus, there are no indications of a consistent, non-zero participation impact due

to EBT. This conclusion is supported by the qualitative evidence as well.

3.2 RESEARCH QUESTIONS
This analysis addresses four main research questions for the Food Stamp, AFDC, and
DALP programs:

(1) Did the EBT system change the number of eligible households successfully
applying for program benefits?

(2) Did the EBT system change the number of participants exiting from the program?
(3) Did EBT affect the size of the total caseload for each program?
(4) Did EBT change the size of the average benefit paid to participating households?

For each question, we are interested not only in whether there was an EBT effect, but also in
the magnitude of that impact.

Two approaches are used to answer these questions. The principal method is to
estimate econometric models of new approvals, case closures, average benefits, and total
caseload for each program. The other approach is more qualitative, and involves analyzing
surveys of three groups of clients: (1) ongoing participants in each program; (2) clients with
dormant EBT accounts;2 and (3) clients exiting the Food Stamp or AFDC programs shortly
after EBT implementation. Also on a more qualitative level, we examine graphs of caseloads
for evidence of an EBT effect. The qualitative information is useful as a way to verify the
econometric estimates and, in the case of surveys, to identify the reasons why EBT might or
might not influence participation.

The first three questions above attempt to determine EBT’s impact on caseload. From
a budgetary standpoint, the primary concern is whether converting to EBT will affect program
resources. Perhaps the most obvious way this could happen is if EBT affected caseload; any
change in caseload will have a direct impact on program outlays (except in the unlikely event

of a fully offsetting effect on average benefits per case).

2. An EBT account is "dormant" if the client has not accessed benefits within the account for 30 or more
days.
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Although our real concern is with impacts on caseload, the econometric analysis also

examines entries and exits because they may provide insight into the mechanisms behind any
caseload changes. Further, caseload is determined by household decisions about entry and exit,
so it is logical to model the separate household decisions rather than their net impact. Although
it is reasonable to expect that the same factors will influence entry and exit decisions, it is
possible they could have differing impacts. For example, it may be that potential applicants
have very little information about EBT, so that it has little or no effect on approval rates.
However, ongoing participants will have much more information because they are in the EBT
system, so there may be a relatively larger effect on exit decisions.3

There are reasons for believing that EBT might increase, decrease, or have an
insignificant effect on caseload. EBT might raise participation if receiving benefits on an ATM-
like card is perceived to be less stigmatizing than other methods of benefit issuance (such as food
stamp coupons). Survey evidence from this and other EBT demonstrations suggests that
recipients tend to prefer electronic benefits. On the other hand, the switch to electronic benefit
provision could increase the costs to clients of participating in a program, at least in the short
term, because it requires that clients attend a training session and learn a new method of receipt.
Certain recipients, particularly the elderly and those receiving small benefit amounts, might find
it not worth the effort, so that participation rates could decline. Finally, it may be that EBT
would have very little effect on caseloads, because it does not change eligibility criteria, benefit
levels, or other central program rules or policies. It changes only the method of benefit
delivery. The existence of these competing hypotheses means there is no unambiguous
expectation about the sign of the EBT effect.

It is possible that the switch to electronic benefits provision might have differing effects
in the short and long run. For example, participation rates might decline initially because of
difficulties associated with implementation. Case workers might require a little more time to
process applications in the first month or so, or there might be delays caused by changes in

recordkeeping or the need to attend training, or potential clients might be temporarily deterred

3. Another reason to estimate models of approvals and closures in addition to caseload is that trend effects
may be more prominent in the latter. If trend effects are not adequately captured, it may be more difficult
to isolate the EBT impact.
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from applying by the confusion of a new system of benefit issuance. In the long run, growth

in caseload is capped by the growth in the eligible population. These possibilities point out the
need to attempt to identify short-term impacts. .

If EBT affects participation, it may have a larger effect for the Food Stamp Program
than for AFDC, for two reasons. First, other research suggests that AFDC recipients are in
general more dependent on welfare than food stamp clients.* Given this, food stamp
participants may be more responsive to program changes than AFDC recipients. It is a
reasonable conjecture (although far from certain) that the longer the median participation spell
for a program, the smaller will be the effect on participation of a given program change.
Second, EBT may have a smaller stigma-reduction effect for AFDC because AFDC benefits (in
the absence of EBT) are issued as checks that can readily be cashed, not as coupons that must
be redeemed in food stores for certain items.

Question (4) above offers another way to determine EBT’s influence on program
resources. EBT can affect total benefit payments by changing not just the level of the caseload,
but also the composition of the caseload. If households entering or exiting the program due to
EBT differ from other recipients in their average payment, then total benefits will change.
Examining average benefits isolates this composition effect, if it exists. There are no strong
expectations about the effect of EBT on average payments. Total payments are likely to vary
directly with the change in caseloads, but average payments could vary directly or indirectly
with caseloads. If EBT discourages low-benefit recipients more than high-benefit recipients,
then average payments per case would increase. Total benefits could still decline if there is a
proportionate reduction in caseload larger than the proportionate increase in average payments

per case.

4. See Nancy R. Burstein and Mary G. Visher, The Dynamics of Food Stamp Program Participation, Abt
Associates Inc., Cambridge, MA, March 1989; and Mary Jo Bane and David T. Ellwood, The Dynamics of
Dependence: The Routes to Self-Sufficiency, Urban Systems Research and Engineering Inc., Cambridge, MA,
1983.
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3.3 QUALITATIVE EVIDENCE: EBT IMPACTS ON PARTICIPATION

The econometric examination in Sections 3.4 and 3.5 provides a somewhat muddled
picture of EBT effects on caseload. Especially for this reason, it is worth considering other
information on impacts. We conducted three surveys that included questions relevant to
participation. This section also examines graphs of state caseloads over time and by month of

EBT implementation for any indication of changes in caseload trends since EBT.

Survey Evidence on Participation Decisions

Surveys of recipients and exiters add another dimension to the participation analysis.
Besides answering the question of whether EBT has any impact on participation, surveys can be
useful in identifying the reasons why there is or is not an impact. The three evaluation surveys
useful in this regard are: (1) the post-implementation recipient survey; (2) a telephone survey
of clients with dormant accounts; and (3) a telephone survey of recipients who requested that
their cases be closed.

The post-implementation survey was by far the largest of the three in terms of the
number of respondents and the scope. Chapter Two describes this survey in detail; here we note
the questions relevant to participation. Exhibit 3.1 lists these questions and the responses.>

Although the number of respondents for these questions is small, there is a clear
pattern: EBT had little influence on the application decision. Most respondents were not aware
of EBT when they applied and, of those who were aware, over 90 percent said EBT did not
influence their decision to apply for benefits. Of the one public assistance recipient and five
food stamp recipients who said EBT did influence their decision, all said they would still have
applied without EBT.® Based on these results, one would expect to find close to a zero impact
in the approvals regression models.

In contrast to the post-implementation recipient survey, two smaller surveys focused on

two groups of nonusers: those with dormant EBT accounts, and those who requested that their

5. Results are weighted to account for nonresponse. The weighted and unweighted results are not
substantially different.

6. These numbers refer to six actual respondents, and therefore are unweighted.
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EXHIBIT 3.1

PARTICIPATION-RELATED QUESTIONS FROM
POST-IMPLEMENTATION RECIPIENT SURVEY

Number of

Yes No Responses
Questions for Public Assistance Recipients
Did you know that the Independence card method of 36.6% 63.4% 133
receiving public assistance benefits was in place when
you last applied?
Did knowing of the Independence card influence your 2.9% 97.1% 51
decision to apply for public assistance?*
If the EBT system had not been in place, would you 100.0% 0.0% 1

still have applied for public assistance?®

Questions for Food Stamp Recipients

Did you know that the Independence card method of 40.7% 58.9% 200
receiving food stamp benefits was in place when you
last applied for food stamp benefits?

Did knowing of the Independence card influence your 7.2% 91.0% 81
decision to apply for food stamp benefits?*
If the EBT system had not been in place, would you 100.0% 0.0% 5

still have applied for food stamp benefits?®

¢ Asked of those recipients who answered "yes" to the previous question.

Source: Post-implementationrecipicnt survey. Results are weighted to account for non-response.

cases be closed. Consequently, these surveys provide information about whether EBT influenced
the exit decision.”

The survey of recipients with dormant accounts was conducted in a more informal
manner than the recipient survey. The State provided a list of dormant accounts, from which
345 recipients in the Baltimore area were selected, reflecting a variety of account types, benefit
amounts, and length of dormancy. Of these, 50 clients could be reached by telephone. The two
reas