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EXECUTIVE SUMMARY

This report is an extension of earlier research performed by MPR on
the topic of turnover of households that participate in the Food Stamp
Program. Like the earlier analyses, this report is based on data for
calendar year 1979 from the Income Survey Development Program (ISDP) data
base, The primary objective of the research reported here is tc determine
the extent to which household transitions (i.e., entry into the program and
exiting from the program) are related to changes in the household's
socioeconomic circumstances, These changes in circumstances, which we
refer to generically as "trigger events,” include changes in income levels,
asset levels, labor force status of household members, and entering and
exiting from the Unemployment Insurance program,

The methodology that is employed for the purpose of this report is
as follows, First, a tabular investigat;on of the relation between trigger
events and transitions is presented. Households in the ISDP sample are
“tracked” through the course of calendar year 1979 on a month-to—-month
basis. When a comparison of a household's circumstanmces in successive
months indicates that a trigger event has occurred, the household is

[ 3
further tracked until a transition (entrance or exit) occurs. The
probability that a household experiences a transition after a trigger
event, and the elapsed time between the two events, is tabulated and
analyzed.

In addition, a multivariate analysis of the effect of trigger

events on entry and exit rates is presented., This analysis is based on

Tuma's RATE model, which estimates transition probabilities as functions of

i1



Table of Contents

explanatory variables, in a manner similar to more familiar regression
models. The emphasis in this application is on isolating the separate
effects of the several trigger events on transition rates,

Our principal findings are as follows:

o Trigger events, as we have defined them, are strongly
correlated with the probability that a household
experiences a transition (entry or exit). A household
that experiences a trigger event is far more likely to
experience a transition within six months than a
household selected at random.

o Most instances of entering and ex{ting from the program
in response to trigger events occur in the same month as
the trigger event, or shortly thereafter.

o The event that is most likely to precipitate entry into
the program 1s a decrease in the number of earners
present in the household. Declines in pre-transfer
income that result in a household's becoming eligible to
participate in the program, household splitting, and
exhaustion of Ul benefits are also significant trigger
events.,

o} The events that are most likely to precipitate exit from
the program are an increase in pretransfer income and an
increase in the number of earners present in a house-
hold. Beginning to receive UI and becoming a couple
(i.e., moving from one-head to two—head status) are also
significant trigger events,

o Changes in pretransfer income and in the number of
earners are experienced by a large proportion of all
households in the course of the year. Bo this extent,
these phenomena are more important in explaining turn-
over than more esoteric phenomena such as changes in
household composition.
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I. INTRODUCTION

Turnover, in the context of the Food Stamp Program, means the
movement of households on and off the program. In contrast to analyses of
program participation in a static framework, analyses of turnover focus on
the dynamic aspects of eligibility for and participation in the Food Stamp
Program. Relatively few studies have been made of food stamp turnover, and
most have had to rely on data that are not nationally-representative (see,
for example, Springs, 1977; Merck, 1980; Kirlin and Merrill, 1983). Recent
work with the 1979 Income Survey Development Program panel (Carr et al.,
1984) has taken advantage of a nationally-representative data base well-
suited to the analysis of households' behavioral response to the Food Stamp
Program. That study, by the authors of the present paper, confirmed
others' findings of a relatively high rate of turnover in the Food Stamp
Program. The ratio of annual to monthly:participation was estimated at
1.7, indicating that the number of households who participate in the
program over the course of a year is about 70 percent greater than the
number who benefit in a given month. This estimate_}s consistent (although
in the high range) with those obtained in earlier studies.?

Moreover, the ISDP analysis found large digferences in turnover
behavior (as measured by, for example, monthly exit probabilities) among

groups with different sociceconomic characteristics. Households with less

education, weaker labor force attachment, elderly or disabled members, or

lSprings (1977) and Merck (1980), using data from the Seattle and
Denver Income Maintenance Studies, estimated annual to monthly participa-
tion ratios ranging from l.4 to 1.7. Kirlin and Merrill (1983), using data
from a Chicago food stamp office, estimated a ratio of 1.4,
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who receive other welfare benefits, have lower estimated turnover rates
than other households. From this analysis of variations in transition
rates associated with differences in static characteristics of households,
we are led to investigate more closely the actual transition processes
involved. Rather than simply identifying a given household characteristic

that is, ceteris paribus, associated with a higher than average probability

of entering the Food Stamp Program, we now seek to identify the event or
events, insofar as they may be observed, that seem to precipitate a transi-
tion from nonparticipation to participation. To this end, we hypothesize
the occurence of "trigger events”™ that may result in entry into, or exit
from, the Food Stamp Program.

For instance, in our earlier research we determined that households
headed by a single person had a higher probability of entering the program
in any given month than did two-head households; conversely, one-head
households had relatively lower probability of leaving the program in any
given month, In the present paper, we are interested in knowing how a
change (from a single head to two heads or vice versa) is related to change
in program participation status, and whether the household makes a
transition into or out of the program shortly after a change in household

.

status or only after a lag. In this context, the change in household

composition 1s the trigger event,
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We have focused on a number of potential trigger events of
interest. They are as follows:

o} Large changes in monthly pre-transfer income1 between
one month and the next. We have further distinguished
between those cases in which the income change resulted
in a change in eligibility status, and those in which it
did not.

o] A change in the number of employed household members
from one month to the next. We further distinguished

between multiple-earner and single-earner households.

(o} A change in asset holdings, specifically a decline in
assets as a possible trigger of program entrance.

o} Changes in receipt of Unemployment Insurance, either
exhaustion of UI benefits (as an entry trigger) or
beginning to receive benefits (as an exit trigger).

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

The general approach to the analysis of trigger events is described
in detail in Chapter 11. Chapter I1I prevides our empirical results;
first, a descriptive overview of the relationship of transitions (entrances
and exits) to the several triggering events discussed above, and second,
the results of a multivariate analysis of the relatignship of entrance and
exit probabilities to triggering events using the RATE statistical model.

[ Y
As our earlier research has shown (Carr et al., 1984), this is a very

useful methodology for isolating the effects of different variables on

transition rates.

lge also analyzed the effect of changes in total income on
transitions into and out of the program; however, we found that these
changes confounded exogenous changes in the househcld's economic status,
such as the loss of a job, with changes in transfer income brought on by

that event.
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II. ANALYTIC APPROACH

As was discussed 1n the previous chapter, our principal objective
is to analyze how the movements of households into and out of the Food
Stamp Program are related to specific changes in household circumstances
relating to need, or trigger events, These trigger events relate to
changes in income, employment status, assets, and household composition. In
this chapter we discuss in greater detail how trigger events are defined
operationally, as well as how the relation of entrances and exits to these

trigger events 1s analyzed in both a tabular and a2 multivariate framework.

Defining Trigger Events

The concept of a "trigger event” as used in this paper refers to an
identifiable change in household circumstances that precedes, and may be
assumed to have had an influence on, a cQange in program participation
status. From earlier work we know that éhe characteristics of participants
and non-participants differ in certain identifiable ways. Moreover, we
know that, for at least a portion of the relevant population, transitions
between the states of participation and non-patticipéfion are relatively
frequent, These observations lead to an interest in defining more
specifically the changes in program status and the events associated with
them.

We have chosen to restrict our designation of trigger events to
phenomena that may reasonably be expected to "cause” or precipitate a given
result, The model of participation behavior embodied in our selection of
these events is that participation decisions depend on the relative costs

and benefits associated with participating in the Food Stamp Program as
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opposed to not participating. These costs and benefits are in turn deter-
mined in general by program characteristics, (expected benefit), other
household income, and the possible "stigma" associated with participating.

In defining a framework for selecting trigger events we assume that
program characteristics do not change and are the same for all households.
The "stigma”™ effect cannot be observed directly although in static analyses
of participation behavior it is often represented by a vector of household
characteristics such as age, race, sex and education. In the tabular
analysis stigma 1s not accounted for in this way.l

Income, more broadly defined as relative "need,” is the variable of
most interest here. Changes in participation status are assumed to be
associated with changes in need as measured in various ways. Income may
change as a result of changes in household composition, since income is
generally received by specific individuals within the household. Without
changes in family status, income may cha;ge as a result of job loss or
gain, a change in the level of earnings, or changes in receipt of nonlabor
income. Our final choice of trigger events was somewhat restricted by the
available sample size, with the result that not all possible variants of
income and household change were considered. We have attempted to define
changes in a way that captures as many of the obse;vable "events” as
possible.

Our general approach consists of defining trigger events separately

for the analyses of entrances and exits, respectively. For instance, we

hypothesize that the probability of entering the program is positively

lThe sample size is not iarge enough in most cases to support
additional stratification of the tables.
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correlated with a decline in income, whereas the probability of leaving the
program is expected to be positively related to an increase in income.
Accordingly, we have defined a pair of variables for most phenomena of
interest, one of which is used as an explanatory variable in both the
tabular and multivariate analyses of entry into the program, the other of
which is used in the analyses of exiting from the program (an exception to
this is asset holdings.) In order to facilitate the exposition, we first
discuss how each triggering event 1s defined with respect to the analysis
of program entrance, and then note how the definition of the variable is
altered to make it appropriate for the exit analysis.

Income Change. We have defined the variants of the income change

trigger event in terms of a variable measuring the ratio of pre~transfer
income to the official poverty threshold. Such a specification has two
distinct advantages, First, we use pre-transfer income, which includes
income from such sources as wages and saiaries, interest, dividends, rent,
and self-employment income, but excludes payments received from the Aid to
Families with Dependent Children (AFDC), Social Security, Unemployment
Insurance (UI), and other income maintenance programeé. The reason for
excluding income from these sources is that changes in such incomes are not
[ )
truly exogenous. That is to say, a decline in pre-transfer income may
induce households both to apply for and receive transfer income from these
other sources, and to enter the Food Stamp Program. Hence, the direction
of causality between total income and transitions is unclear. By contrast,

our variable reflects truly exogenous income changes (e.g., those caused by

job loss), without being confounded by gains in certain types of income
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(e.g., AFDC) that result from economic hardship.l Second, the use of the
ratio  measure, as opposed to absolute income levels, helps to control for
the effect of household size, since the poverty threshold accounts for
differences in household size.

For the analysis of entry into the program, we have defined an
income trigger event to have occurred if there has been a "large” (more
than fifty percentage points) decrease in the ratio of pre-transfer income
to the poverty line from one month to the next. We have further subdivided
households who experienced such a drop in income according to their
eligibility for food stamps before and after the income change. The reason
for making this distinction is that those households whose incomes are very
low after the income loss are presumably those with the greatest need and
the greatest incentives to begin participation in the program.2

For the exit analysis, we have defined the trigger events in terms
of the reverse phenomena. That is to sa;, households for whom the ratio of
pre-transfer income to the poverty line increases by more than .5 between
successive months are considered to have experienced an income trigger

event. These households are further subdivided into.sthose who are

ineligible both before and after the change, those who as a result of this
[

I1n conducting this research, we made a preliminary investigation
of the relation of total income to entrances and exits; no clear patterns
emerge, presumably because of the confounding factors discussed here.

21¢ might be asked why households that are still (apparently)
ineligible after the income loss are considered at all. First, some
ineligible households do receive food stamps through administrative error
and so forth., Second, there are undoubtedly errors in the reported income
and expenses on the ISDP data base as well as incorrect classifications
resulting from the simplifications in our method for simulating program
eligibility.
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increase in income become ineligible for food stamps, and those who are

still eligible despite an increase in income.

Changes in Employment Status of Household Members. A concept that

is closely related to that of income change is the concept of change in the
labor market status of household members. Specifically, we are interested
in knowing whether the number of employed persons (or earners, for short)
changes from month to month. A change in the number of earners can result
from two events. In some cases, a household members gains or loses a job;
in other cases, the household gains or loses a member who holds a job.

For our entrance analysis, we have defined the job change trigger
event as a decrease in the number of earners present in a household between
two successive months, We have further subdivided these households into
those who lose all earners, and those in which the number of earners
decreases, but there is still at least one earner., The reason for this
distinction is that there are a large nuéber of households with multiple
earners, and hence varying degrees of presumed need and incentives to apply
for food stamp benefits, depending on whether or not the household has lost
its only source of employment income.

For the exit analysis, we have defined the trigger event as the
converse of the trigger event used for the entry a;alysis. That is to say,
a household is considered to have experienced a trigger event if the number
of earners increased between two successive months. These households are
further subdivided into those who went from having no earner to having some

earners in two successive months, and those who already had one or more

earners, but gained one or more additional earners.
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Household Composition. The makeup of a household can be a very

important determinant of patterns of entry into, and exit from, the Food
Stamp Program, as our previous research has shown. Whether the household
has one or two heads, the number and age distribution of children, and the
presence or absence of an elderly or disabled person can all influence
transition rates. However, it is quite difficult to analyze the effect of
household composition changes using the one-year longitudinal data set
employed here. Household composition tends to appear relatively stable
over the course of a twelve-month period.1 While this may seem
counterintuitive at first, it is important to remember that what can be
observed in a finite sample period will not resemble “lifetime” rates of
household change. If the probability of divorce or separation, for
example, is fifty percent over a thirty-year period the probability that
such a change will be observed in a one year period is roughly 1.5 percent,.
In other words, relatively low incidence:of household change in a
restricted time frame can be consistent with relatively high "lifetime”
incidence of household change.

For the purpose of the entry analysis, we dggined the trigger event

in terms of whether the household changes from two-head to one-~head status

lBy contrast, Bane and Ellwood (1983) successfully analyzed the
dynamics of movements into and out of the Aid to Families with Dependent
Children (AFDC) program, including the role of changes in household
composition, using a framework similar to ours, However, their analysis is
not strictly comparable to ours for two reasons. First, they used data on
households over a period of ten years, and hence were able to observe more
cases of changes in composition. Second, the nature of the AFDC program
produces a closer relationship between household composition and program
participation than is the case with the Food Stamp Program. Specifically,
in nearly half the states, being a single parent is a requirement for AFDC
eligibility.
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between two successive months. We hypothesize that one-head households
would be more likely to enter the program than other households because
such households tend to have lower income and greater need than other
households. Furthermore, Bane and Ellwood (1983) found that household
status had an effect on program participation (in their case AFDC) over and
above income per se. For the purpose of the exit analysis, we have defined
the trigger event conversely; that {s, as a movement from one-head to two-
1

head status between two successive months.

Changes in Asset Levels. Changes in asset levels would be expected

to be associated with transitions out of the Food Stamp Program, for two
reasons, First, eligibility for the program is partly based on assets.
Second, it has been hypothesized that households would initially respond to
economic hardship by drawing down assets, perhaps in part because of the
presumed stigma associated with income maintenance programs, and thus enter
the program only after their assets have:reached a relatively low level.
For the purpose of the entry analysis, we have defined the trigger
event as a movement from asset-ineligible status to asset-eligible status.
We consider this measure to be preferable to a variable measuring asset
levels as such because most month-to-month variations in asset levels take
place at levels that are far higher than levels th;t would indicate need,
incentive, or even eligibility to enter the program. For the exit

analysis, we have not included an analogous trigger event, There is no

lWe also defined more complicated trigger events involving changes
in household status combined with other trigger events such as changes in
pre~transfer income; however, the tables based on that variant of our
approach suffered from severe sample size problems, and are not reported
here.

10
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intuitive behavioral explanation for increases in assets during the period
that a household is receiving food stamps that would lead to exit from the
program; increases in asset levels could only come from gifts or other
windfalls. Preliminary tabulations revealed very few participating
households with significant increases in assets.

Exhaustion of Unemployment Insurance Benefits. As was noted above,

it has been conjectured that needy households resort to applying for food
stamp benefits only after depleting other sources of funds, such as
assets. In particular, 1t has been suggested that the exhaustion of Ul
benefits may result in the entry of many households into the Food Stamp
Program.

We have defined an unemployment insurance trigger event for the
purpose of the entry analysis as follows: a household is considered to
have experienced a trigger event if it reports the receipt of UI benefits
in one month but not the succeeding montb, and has no earners in the
succeeding month., For the purpose of the exit analysis, a comparable
trigger event is defined if a household reports receipt of UI benefits in

one month but not in the preceding month,

Tabular Analysis .

Qur approach to the tabular analysis is as follows. As the
discussion above has indicated, all of the triggering events that have been
defined are based on comparisons of a some aspect of a sample household's
economic status (e.g., pre-transfer income) in two consecutive months. We
analyze each of the five types of trigger events in turn. The data on each
household are analyzed to determine whether a trigger event occurred at any

time within the sample period. For those households that did experience a

1l
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trigger event, the number of months until the household experienced a
transition into or out of the Food Stamp Program is ascertained.1 If the
household did not experience a transition, the number of months that
elapsed until the household is no larger observed (either because the
household attrited or because the sample period ended) is ascertained.
Households are followed for at most six months after a trigger event to
detemine whether or not a transition occurred. This constraint was imposed
because the longer the elapsed time between a trigger event and a
transition, the less plausible it becomes to argue that there is a causal
relation between the two phemonena. (In fact, as we shall see in Chapter
I1I, when both trigger events and transitions are observed, they tend to be
very closely related in time.)

Tabulation of these elapsed times yields the numbers presented in
the first two columns of Table II.l1, a prototype for the tables presented
in Chapter II1. The numbers X0 s x],...xé in the "Result” column represent
the (weighted) number of households that experience a transition
concurrently with the trigger event, one month later, and so forth. The
"No Result” column presents analogous counts of housg¢holds that do not

experience a transition. From these two columns of numbers we can derive

L)
the values of three functions, using methods described in detail in

Appendix A. The first of these functions 1s the transition probability,
which we denote by H(m) and whose values are displayed in the “H(m)" column

of the table. This is the probability that a household will experience a

IThe analysis of entrance into the program is based on data on
households that were not participating in the program at the time of the
trigger event; the analysis of exits is based on the subsample of
households that were participating.

12



(Households in thousands)

TABLE II.l

TRIGGER EVENTS: TYPE

Table of Contents

Trigger Event Month Result No Result H(m) f(m) F(m)

(Type of Event) 0 x0 y0 H(0) £(0) F(0)
1 x1 vl H(1) £(1) F(1)
2 x2 y2 H(2) £(2) F(2)
3 x3 v3 H(3) £(3) F(3)
4 x4 yé H(4) £(4) F(4)
5 x5 ¥5 H(5) £(5) F(5)
6+ x6 y6 H(6) £(6) F(6)

Total Househalds T Sum x(m) Sum y{(m)

13
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transition m months after a trigger event, given that it has not already
experienced a transition. The "f(m)" column contains the values of the

probability function, f(m).l This is the probability that a transition

occurs exactly m months after a trigger event. Finally, the "F(m)" column

displays the values of the cumulative probability function, F(m). This is

the probability that a transition occurs within m months after a trigger

event.

Multivariate Analysis

The tabular analysis described above yields many useful insights
into the phenomena in which we are interested. However, given that in many
cases several trigger events are experienced by a single household, it is
important that we be able to isolate the effects of the several trigger
events. In addition, we wish to know whether trigger events have an effect
on entry and exit rates over and above the effect of levels of income,
which our earlier research have establis;ed as an important determinant of
turnover in the program. This requires a multivariate analysis of
transition probabilities. Specifically, the RATE model developed by Tuma
has proved to be useful in previous research on turﬁ;ver in the Food Stamp
Program (Carr et al., 1983), and we employ it agaim here.

The RATE model relates transition rates to explanatory variables

using the following functional relationship:

ln rijt = Sbijk xkt, (1)

IThe difference between H(m) and f(m) is that f(m) refers to the
universe of all households, whergas H(m) refers only to households that
have not experienced a transition or attrited by m-1 months after the
trigger event. Hence, H(m) is always greater than or equal to f(m).

14



Table of Contents




Table of Contents

within the past three months and the second household has had such an
experience. Then the first household will have a predicted transition rate

from state i to state j given by the equation
ln Tije = Zy, (2)

where 2, is the shorthand for the summation on the right-hand side of

equation (1); for the second household, this rate is

1n Tiye = Zy = Z) + b, (3)

where b is the coefficient of the trigger event variable., If the

coefficient is positive, a higher transition rate associated with the

trigger event is implied, and conversely.

16
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IT1I. EMPIRICAL RESULTS AND CONCLUSIONS

Tabular Presentation of Trigger Events

A set of five different trigger events are defined for the analysis
of entrance into the Food Stamp Program, and four events for program exits,
as discussed in chapter two. For each of the resulting nine types of
events a separate table has been constructed, showing how many households
are observed to experience a particular trigger event, and how many
subsequently were observed to enter or leave the Food Stamp Program. These
entrances or exits are disaggregated by the number of months intervening
between the trigger event and a "result” (i.e., entrance or exit). 1In
order to calculate cumulative transition probabilities, the number of
households who experience an event but do not enter or leave the program is
broken down by the number of months they are present in the sample after
experiencing a trigger event. The transition rates and cumulative
transition rates shown (discussed in detail in Appendix A) are a means of
comparing various trigger events and of summarizing the observed frequen-
cles of events and results. For example, in the entyance trigger tables,
the transition rate as of 2 months after a trigger event, H(2), is the
probability that a household will enter the progra; in exactly 2 months
after the event, given that it has not already entered the program or left
the sample. The cumulative probability that a household will enter the
program within 2 months, F(2), is the sum of the probability that it enters
in the same month as the event, the probability that it enters in the first
month after the event, and the probability that it enters in the second

month after the event. For many'of the events considered, the transition

17
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rate, H(m), is highest in the early months following an event, indicating
that when a result occurs it occurs quickly, As long as any results are
observed with longer lags (up to six months) the cumulative transition
rate, F(m), continues to rise.

Although a household may experience more than one trigger event our
analysis identifies only one event. In tabulations of a particular kind of
event, for example, household composition change, only that type of event
will be recognized, and all other cases are classified as “no event.” Some
households may contribute observations of events to more than one table
(for example, to tabulations of changes in the number of earners and to
tabulations of change in households headship), so that the frequencies of
different trigger events may overlap to a degree and should not be
considered strictly additive.

We choose to consider each type of event separately because of the
difficulties associated with analyzing m;ltiple trigger events. While we
recognize that multiple trigger events may occur, trying to consider all
possible combinations of events would quickly become unwieldy, and is

problematic given the relatively small sample available. Most of the
independent events tabulated below result in fairly small numbers of cases,
| )

implying that further disaggregation of the events i1s not likely to provide

much additional information.

The problem of missing data is especially serious in this analysis,
since the identification of trigger events and results depends on month-to-
month comparisons of several different variables, Data are missing for at

least some months for many households in the ISDP, and only limited imputa-

18
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tions have been done to correct for this problem.1

In the present
analysis, we have allowed for single isolated months of missing data, by
assigning the previous month's valQe to the missing month. With longer
gaps in the data, however, we lack sufficient information to assign values,
and have elected to exclude households with two or more consecutive months
of missing data for variables required to identify events or results. One
result of this decision is a substantial reduction in the size of the
sample ~— from about 77 million households (weighted) to about 60 million
households. A direct consequence of this is that the total number of food
stamp exits and entrances reported here is somewhat lower than estimates
presented in our earlier work using the same database.

The effective reduction in sample size is about twenty percent.
While this is a substantial reduction, it cannot reasonably be avoided
because the identification of both events and results requires consecutive
months' data on transfers, other 1ncome,3household composition, and food
stamp recipiency. Unfortunately, it is not possible_to assess directly the
comparability of the excluded households to those included in the
analysis. The income distribution of such households is not known, for
example, because the reason for their exclusion is usually absent or
incomplete income information. :

In restricting the analysis to the "complete” cases, we make an

implicit assumption that there is no systematic difference in the behavior

of interest between households with complete data and those with incomplete

lFood stamp recipiency data were edited extensively in the initial
preparation of the longitudinal file, in order to maximize the use of
available participation information.
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data. If, for example, households who experience trigger events are less
likely to have complete data reported in the survey, our estimates of the
relative frequency of trigger events will be biased downward. In the
discussion that follows, which pertains to the "complete” cases only, this

assumption should be kept in mind.

Entrance Triggers

As described in Chapter II, the events considered as possible
triggers of program entrance are as follows: “significant” declines in
pre-transfer income and associated income-eligibility changes, declines in
the number of earners present, drawing down of assets as reflected in
changes in asset-eligibility, exhaustion of Unemployment Insurance
benefits, and changes in family status.

The common element in these sets of events is a presumed increase
in "need,” which would be expected, other things equal, to make a household
more likely to enter the Food Stamp Program. The absolute and relative
frequencies of the five different events identified vary widely, from about
1.1 million nonparticipating households changing from two head to single-
head status (about 2 percent of all nonparticipantsi; to about 10 million
nonparticipants (19 percent) experiencing a signiffcant decrease in income
and becoming (or remaining) eligible for food stamps. The estimated
probabilities of entering the program within six wonths following
particular events range from about one percent for drawing down assets to
about 10 percent for reductions income from already low levels.

Pretransfer income., The income event hypothesized as a likely

trigger for food stamp participation was specified as a significant

decrease in income in the range relevant to eligibility for food stamps.
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Because decreases in earnings or other non-transfer income may be
simultaneous with increases in transfer income, we use pre-transfer income
as the basis for identifying this event. Specifically, a reduction in the
poverty ratio (pretransfer income divided by the poverty line) of more than
50 percentage points is considered a significant decrease in income. To
differentiate between such events experienced by households near the
poverty line and those still well above poverty despite a reduction in
income, the trigger event 1s defined with respect to food stamp eligibility
as well as income change. Thus, the trigger events considered are a
significant decrease in income associated with becoming eligible for food
stamps, and a significant decrease associated with remaining eligible for
food stamps. Significant declines in income among households remaining
ineligible are included for completeness but this event 1s not expected to
be a true trigger for food stamp participation. Households experiencing
this event may, however, experience furtker declines in income later on,
becoming eligible for and participating in the Food Stamp Program.

One feature of the sample used for this study 1s a surprising
degree of volatility in monthly income, Although households with two or
more sequential months with missing income data have been excluded from the
analysis of trigger events, most of the remaining ;onparticipant households
are observed to experience significant changes in pretransfer income as
defined above. As Table II1.l shows, more than three—-quarters of the
sample of nonparticipants experienced this income event. Inspection of
individual sample records shows that large, frequent changes in total
income are not unusual, with amounts going to zero for some months, as well

as positive income amounts changing by hundreds of dollars. It is the
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Tapie :1:1.1 (Continued)
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opinion of the authors that the largely-unedited monthly income amounts on
the ISDP still pose significant problems for analysis. It seems likely
that some subset of the households with apparent large income changes have
in fact more stable incomes with a variety of data reporting inconsisten-
cies. In addition, households whose income really does fluctuate widely
from month to month may be expected to adjust to this in various ways if
these changes are expected. Thus a large drop in income in a given month
may not in fact be an "event” as considered here. It is impossible, of
course, to distinguish between anticipated and unanticipated income
fluctuations, from the sample data.

The income events as defined above do, however, appear to increase
the probability of entering the Food Stamp Program. While less than one
percent of the households who did not experience a significant drop in
income enter the program, about four percent of those households who do
experience a decline in income, and as a:consequence become eligible, enter
the program within six months of that event. About half enter the program
in the first two months. A smaller number of households who are already
eligible (but not participating) experience significgnt decreases in
income. While this is necessarily a more rare event (to be subject to this
event, a8 household would have to have income above‘half the poverty line
and below the food stamp income screen), it is assocliated with a higher
estimated probability of entering the program. About ten percent of the
households with this event enter the Food Stamp Program within six months,
with half of them doing so immediately and nearly all of the entrances

occuring within three months of the income drop. This is consistent with
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the expectation that already poor households will be more likely to begin
receiving food stamps if their income falls even further,

Among households whose income remains above the food stamp
eligibility cutoff despite a significant decrease, the probabllity of
entering the program within six months is only one percent, and the
distribution of entrances {s fairly uniform across months. While these
households are by definition not eligibile for food stamp lmmediately
following the income decrease, they may experience further decreases in
income after the initial event and become eligible at that time. The small
number of households entering in month zero are apparent ineligible
1

participants, but may in fact have been eligible for food stamps.

Number of Earners. Over 30 percent of nonparticipant households

experienced a decline in the number of earners, indicating job loss, other
job leaving or the departure of an earner from the household. As Table
I111.2 shows, most of these events involvéd households with multiple
earners, while about seven percent of all nonparticipants lost their only
earnings. Among single earner households, job leaving (or departure of the
earner) is estimated to result in food stamp entrance within six months
with a probability of nine percent, with the entrance probability highest
in the first two months. Among multiple-earner honeholds the probability
of entering the Food Stamp Program within six months after losing one
source of earnings is about four percent, and the lag distribution is more

uniform with only about a fifth of these households entering the program in

1ps detailed in Carr et al. 1984, the eligibility simulation
involves a number of simplifying assumptions and imputations (of deduc-
tions, for example) that may be expected to result in some misidentifica-
tion of eligibility status.

25



Table of Contents

Table IIl.2

ENTRANCE TRIGGERS: NUMBER OF EARNERS
(Households in thousands)
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[
Total
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from 1979 ISDP Panel. (See Appendix R for details.)
H(m): Transition rate as of m months after a triggering event

f(m): Probability of transition after exactly = months
F(m): Cumulative probability of transition within m months
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the first month.1 Based on this evidence, the probability of entering the
Food Stamp Program when only one of the earners loses a job (or leaves the
household) is about half the probability of entering when the sole earner
loses a job or leaves. These households may be a subset of those with
income declines identified in the previous table and, as in the case of the
pretransfer income event, the "zero-earners” event seems to operate
immediately or with a short lag. Over half of households who enter the
program within six months of losing the sole source of earnings do so in
the first month.

Asset Eligibility. Assets may represent resources on which

households can draw in periods of financial need. If a household has
accunulated savings, for instance, it may draw on them initially when
income is interrupted. When such saQings are depleted or exhausted the
pressure to find other resources -- such as public assistance —- 1s
presumably heightened., Furthermore, eligibility for the Food Stamp Program
(as well as for other assistance programs) requires that asset holdings not
exceed a maximum amount ($1750, or $3000 for elderly households, for the
Food Stamp Program in 1979), reflecting a consensus that such use of assets
is an appropriate response to reduced economic circumstances.

While drawing down assets in this context ;ay be expected to
precede food stamp entry income cases, this is different from the other

triggering events considered because it presumably was itself “triggered”

lAs explained elsewhere, only one trigger event is recognized for
each household. Some of the multiple earner households who are observed to
lose part of their earnings may later lose all jobs or earners, and that
later event may operate as an entrance trigger. We cannot identify them in
these tables,
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by some other event, such as job loss, for example. However, such complete
sequences of events would be expected to be fairly rare in a l2-month
analysis period, even i1f our analytic framework recognized multiple events.
Analysis of asset reduction is of interest in itself, as well as in the
sense in which such reductions represent continued or combined events.

In defining this event, we use asset-eligibility status changes to
identify asset reductions in the relevant range. While the data include
large changes in asset values for many households, we are interested in
changes in the range relevant to food stamp participation decisions.

Over twenty percent of nonparticipant households are observed to
become asset—eligible1 during 1979, (It should be noted that these
households may or may not be income-eligible for the Food Stamp Program.)
Of these, the probability of entering the Food Stamp Program within six
ménths is estimated at about one percent (Table ITII.3). Although there is
some evidence of households' drawing dowﬁ assets, it does not seem to be a
strong trigger event as here defined. Moreover, the number of cases of
households entering the program after becoming asset-eligible is too small
to support definite conclusions about the timing of Barticipation
(unweighted n = 9),

Changes in asset-eligibility status, in pa;ticular drawing down
assets, are observed fairly frequently and are in addition a natural
adjunct to changes in income-eligibility status as trigger events expected
to precede changes in food stamp participation status., Based on the

tabular analysis, the asset event is not a strong predictor of program

lRefer to Appendix B for specifications for this event. A complete
discussion of the food stamp eligibility is included in Carr et al., (1984).
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entrance. While we have included it here for completeness we have omitted
from the multivariate analysis below.

Unemployment Insurance Exhaustees., Unemployment Insurance benefits

have a fixed duration. Even when a job loser is covered by UI, benefits
are paid until a job is found or the payment period ends, whichever comes
first. Some households may, of course, receive Ul and food stamps concur-
rently. Others, it is hypothesized, will receive UI initially and if
benefits are exhausted before another job is found, turn to the Food Stamp
Program and other assistance programs at that time. An estimated six per-
cent of nonparticipants ended unemployment insurance without gaining a job
in 1979. We assume that these cases represent either exhaustion of UI
benefits (because unemployment lasted longer than the maximum period for
which benefits are paid) or ending of benefits for some other reason (such
as a ruling that the recipient is not entitled to benefits)., Given such an
event and given that a household is not ;lready receiving food stamps, the
probability that it will begin receiving food stamps within six months is
about four percent (Table III.4). There is no marked skewing of the timing
of food stamp entry toward early months, although the number of cases
available for analysis is too small to support strong statements about the
households who enter within six months after UI exﬁaustion (unweighted
n=15).

Family Status. A change in a household's economic circumstances

may result from changes in individual members' needs, through job status

changes for example, or as a result of changes in household composition.
In particular, if one of two household heads leaves the household (as in

the case of separation or divorce) the economic circumstances of the
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remaining household members will often be altered, especially if the
primary earner leaves the household.

We define an entrance trigger event to be a change in household
headship from two heads to a single head (changes from one to two heads are
reported as well, but are of less interest in the context of program
entrance.) A small proportion of the households analyzed were observed to
experience a change in family status, as defined here, during the 1979
sample period. Slightly less than four percent had a change either from
single head to two heads (marriage) or from two heads to one (divorce or
separation), and the number of "marriages”™ approximately equalled the
number of separations. As might be expected, when a household changes from
a single head to a couple it does not seem to be associated with food stamp
entry, Given a household split, however, the observed proportion of
households entering the program within six months is about five percent
(Table II1.5). While the timing of entr;nce following such an event is
slightly skewed toward the initial months in the sample, the number of
cases of households entering the program following this event is extremely
small (unweighted n = 8),

Summary of Entrance Events, A comparison of the five alternative

trigger events considered for program entry may be‘based on the assoclated
estimated probabilities of entry within six months. On this basis, a large
decrease 1n pretransfer income from an already-low level and loss of all
earnings seem to have the strongest effects, with 9.8 and 9.2 percent
probabilities, respectively, of entrance within six months. Both of these
events are associated with about a five percent probability of entrance

into the program in the same month as the event. To put this number into
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Table I11.5

ENTRANCE TRIGGERS: FAMILY STRATUS
(Households i1n thousands)
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