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EXECUTIVE SUMMARY

The fundamental objective of the Food Stamp Program (FSP) is to
increase the capacity of low-income households to purchase food and obtain
a nutritionally adequate diet. To accomplish this objective, the design of
the program's benefit structure relies on several important assumptions
about how low-income households spend their income. FNS sought information
about the accuracy of these assumptions by funding a research project to
analyze the actual expenditure behavior of low-income households based on
data from the Consumer Expenditure Surveys (the CEX). This report presents
the results of the investigation.

Two aspects of the FSP benefit structure incorporate important
assumptions about the expenditure behavior of low-income households.
First, participating households are assumed to devote 30 percent of their
"disposable," or net, income to food purchases. If 30 percent of their net
income falls below the amount deemed adequate to support their respective
household's required food purchase (i.e., the Thrifty Food Plan amount),
then households are awarded food stamp benefits that are sufficient to
increase their purchasing power up to the Thrifty Food Plan (TFP) level for
their household size.

Second, net income as defined by FSP rules is determined on the
basis of the assumption that households spend a portion of their income on
items over which they have little or no control (e.g., shelter and medical
care) or which are disregarded by the FSP in order to provide incentives to
engage in work {e.g., the 20 percent deduction from earned income and
dependent-care expenses).

The original objective of this effort was to address two broad
categories of questions about the relationship between the design of the
benefit structure and the expenditure behavior of households:

1. How do low-incomeand higher-incomehouseholdsallocate
their income among major expenditure categories? How
do the spending patterns of FSP participants compare
with those of low-income nonparticipants?

2. Do the assumptions about the expenditure behavior of
households which are embodied in the food stamp benefit
formula reflect the actual behavior of low-income
households? In particular:

o Do low-income households and FSP participants spend
30 percent of their net income (excluding food
stamps) on food?

o Does the earned income deduction of 20 percent
accurately reflect the amount of earnings which FSP
participants must devote to taxes and other work-
related expenses?
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o What proportion of income do low-income and FSP
households devote to medical, shelter, and
dependent-care expenses?

We have examined the capacity of the CEX to address these policy
questions and have developed information on the first issue--the overall
patterns of expenditures by groups of interest to FNS policymakers.
However, the second broad category of analytical questions could not be
addressed because characteristics of the CEX limited our ability to
investigate the relationship between income and expenditures. In
particular, we found that "total expenditures" exceeded "income" in more
households and by greater amounts than could be explained through
substantive reasons. Based on this finding, as well as on published
methodological work on the Current Population Survey (CPS), which gathers
income-related data in a manner similar to the CEX, we concluded that
income tended to be underreported, particularly for households that we
identified as "low income" (see discussion in Chapter III of the main
report). Thus, unfortunately, the questions pertaining to the FSP benefit
structure cannot be addressed with data from the CEX.

DESCRIPTION OF THE CONSUMER EXPENDITURE SURVEY DATA

The analysis is based on the quarterly interview data from the
1982-83 Consumer Expenditure Surveys (CEX), which are conducted by the
Bureau of Labor Statistics primarily to calculate cost-of-living indices
for the United States. The survey consists of a Quarterly Interview Survey
in which consumer units are interviewed five times at three-month
intervals, and a Diary Survey (based on a separate sample) in which
consumer units keep diaries of their expenses. The Diary Survey is
designed to collect data on food and other frequently purchased items. The
Quarterly Interview Survey is designed to collect data on major expense
items, although it also obtains estimates of expenditures on food. Because
the Quarterly Survey includes information on food expenditures, other
expenditures, and income, it is the best available data source for
addressing questions pertaining to the FSP benefit structure.

Although the Quarterly Survey is the best available data source for
the analysis, it was not designed primarily for analyses of issues
associated with the Food Stamp Program. The design of the CEX imposed
important limitations that must be clearly understood in order to address
the policy questions of interest to FNS.

o Coveraqe of Deductible Items. Our general assessment
is that coverage of expenditures on key items which are
deductible under FSP rules is quite good, although we
cannot isolate deductible dependent care from non-
deductible expenses. Also, we cannot isolate some
major elements of work expenses {such as transportation
to work), and we must estimate the deductible portion
of medical expenses.
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o Definition of Household. The CEXconsumer unit
corresponds quite closely, but not exactly, to the FSP
definition of household. The most significant
discrepancy is that elderly FSP households who reside
within consumer units cannot be identified separately.

o Definitionof the RelevantTime Period. The CEX
Quarterly Interview Survey collects expenditure data
for four successive three-month periods, but income
data cover only the annual period. Consequently, we
must either aggregateexpenditureinformationto a
yearly basis and compare annual expenditures and income
or, alternatively, use annual income (divided by 4) as
a proxy for quarterly income. Because this average
quarterly income may be a very poor estimate for actual
quarterly income--especially for households which have
enrolled in the FSP because of a recent decline in
income--we base our primary analysis on annual income
and expenditures. The primary disadvantages of this
approach are the substantially smaller available sample
and the weaker link to FSP eligibility rules which are
based on a monthly time frame.

o Identification of Eliqible FSP Participant and Non-
Participant Households. Because FSP eligibility is
determined on a monthly basis, it is impossible to
replicate the eligibility criteria using the CEX. We
approximated the FSP definition of eligibility by
requiring that (1) annual household income meet the FSP
gross income criterion (130 percent of poverty or less)
and (2) liquid assets measured at the beginning and end
of the annual observation period fall below the FSP
assets cutoff. This approximation classifies as
"ineligible" some cases that may actually have been
eligible temporarily for some part of the year, and it
classifies as "eligible" some households whose non-
liquid assets (e.g., vehicles) would have made them
ineligible. Because our determination of eligibility
is imprecise, sample households which passed the above
tests are referred to as "low-income" households.

o Sample Coveraqe. The 1982-83CEX sampledonly urban
households. Thus, the resultsof this study are not
generalizable to the overall U.S. population.

In terms of addressingthe policy questionson the FSP benefit
structure,the CEX suffersfrom more significantlimitations: (1) income
appears to be underreported, particularly for low-income households, and
(2) FSP participantsmay systematicallyunderreporttheir food
expenditures. The apparentproblemwith the incomedata was identifiedon
the basis of initialcomparisonsof total expenditureswith gross income.
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The annual expenditures of approximately 70 percent of the households that
we identified as "low income" exceeded their annual incomes. Furthermore,
the margin of excess was not small; half of all low-income households spent
about 25 percent more than their income, and about one-third spent 50
percent more than their income. The fact that assets were drawn down or
other substantive reasons explained only a small percentage of the cases in
which expenditures exceeded income.

The potential problem with the food expenditure data is due to the
sequence and wording of the questions about food expenditures in the CEX
questionnaire. Questions were worded in a manner whereby it was unclear
whether or not the respondent was supposed to include purchases with food
stamp coupons in the estimate. To the extent that FSP participants
excluded the food purchased specifically with coupons, this question
wording would lead to an understatement of the expenditures made on food by
FSP participants. These two limitations of the CEX made it impossible to
draw meaningful conclusions about the relationship of the FSP net income to
expenditures on food, shelter, and other deductible items.

The annual analysis sample obtained from the 1982-83 CEX contained
a total of 4,419 households, of whom 3,668 were considered "higher income"
because the annual gross income or assets exceeded our criteria, 453 were
low-income FSP nonparticipants, and 298 were low-income FSP participants.

PATTERNS OF EXPENDITURES ON BROAD CATEGORIES OF ITEMS

Table 1 presents summary data on overall expenditures by households
and the share of expenditures devoted to "necessities" (food, shelter, and
clothing} and to food. The following are the major findings:

o Annual expenditures vary considerably across income
groups and groups defined in terms of FSP
participation.

- The average annual expenditures of higher-income
households are more than double those of low-income
households {$23,000 vs. $10,400}.

- Low-income nonparticipant households spend nearly 50
percent more than food stamp households ($12,000 vs.
$8,000}, even though their incomes, inclusive of
food stamps, are quite similar.

- The relative differences among the subgroups are
accentuated when we examine per-capita total
expenditures, particularly the difference between
low-income FSP participants and nonparticipants.

o The differencesamong the groups in terms of spending
on necessitiesis somewhat smallerin relativeterms
than are the differencesin total spending.
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TABLE 1

SUHNARYDATA ON ANNUALEXPENDITURESBY URBANHOUSEHOLDS:

ANNUALSAMPLE

All Households Low-Income Households

Higher Low- Non- Food Stamp Full-Year FSP Part-Year FSP

Total Income Income Participant Participant Participant Participant

Average Annual Expenditures
Total amount $20,978 $23,180 $10,442 $11,996 $8,010 $6,587 $9,858
Per capita amount $ 9,137 $10,120 $ 4,435 $ 5,538 $2,708 $2,352 $3,171

Average Annual Expenditures on
Food, Shelter, and Clothing

Total amount $10,016 $10,817 $ 6,182 $ 6,703 $5,285 $4,810 $6,087
Per capita amount $ 4,392 $ 4,741 S 2,725 S 3,253 $1,896 $1,816 $2,001
Share of total spending 52.3_ 49.4_ 66.3_ 62.2_ 72.6_ 77.4_ 66.6_

X Average Annual Expenditures
_. on Food

Total amount $ 3,205 $ 3,406 $ 2,248 $ 2,330 $2,119 $1,980 $2,298
Per capita amount $ 1,357 $ 1,443 $ 945 $ 1,096 $ 708 $ 669 $ 759
Share of total spending 17.8_ 16.3_ 24.9_ 22.5_ 28.7_ 31.0_ 25.8_

Average Annual Income $26,623 $28,404 $ 6,541 $ 6,458 $6,670 $6,015 $7,520
(including food stamp allotment)

Average Household Size 2.73 2.69 2.89 2.52 3.47 3.34 3.64

Sample Size
Weighted (1,000) 71,247 58,926 12,321 7,517 4,804 2,714 2,090
Unweighted 4,419 3,668 751 453 298 162 136

SOURCE: Weighted tabulations from the annual analysis file from the 1982-83 Consumer Expenditure Survey.



- Spending on necessities by higher-income households
is 75 percent hlgher on average than the spending of
low-income households.

- Spending on necessities by low-income nonpartici-
pants is about 25 percenthigher than the spending
of participants.

o The share of total expendituresdevotedto "necessities"
varies substantiallyamong the incomeand participant
groups.

- Higher-incomehouseholdsdevote approximatelyhalf
of their total spending to food, shelter, and
clothing,while low-incomehouseholdsdevote two-
thirds of their spendingto these same items.

- FSP participantsspend nearly three-fourthsof their
budget on necessities,while low-incomenonpartici-
pants spend just under two-thirds.

o Similardifferencesare apparentfor expenditureson
food.

- Higher-incomehouseholdsspend about 16 percentof
their budgeton food; low-incomehouseholdsspend
about one-fourth.

- FSP participantsspend nearly 30 percentof their
budget on food, and low-income nonparticipants spend
about 23 percent.

BUDGET SHARES DEVOTEDTO ITEMS IN THE FOOD STAMP BENEFITFORMULA

Although it proved impossibleto developa reliable estimateof FSP
net income,it is useful to examinethe share of the budgetwhich the
various subgroupsdevotedto key items that are covered in the FSP benefit
formula. Table 2 summarizesthe main findingson averagebudget shares
devoted to food at home, as well as to shelter and medical expenses.

o Food Expenditures. Low-incomehouseholdsand particu-
larly FSP householdsdevote relativelysmall shares of
their budgetsto food for consumptionaway from home.
Over 40 percent of low-income households spend more
than 25 percent of their budget on food, compared with
just 10 percent of higher-incomehouseholds. Over half
of FSP participantsdevote at least 25 percentof their
budget to food.
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TABLE 2

SUMMARYOF DATA ON ANNUAL BUDGETSHARESFOR FO(X), DEDUCTIBLE
SHELTER, AND MEDICAL EXJaENSESFOR UPJ_ANHOUSEHOLDS:

ANNUALSAI_°LE

(percent)

!

All Households Low-income Households

Hi gher Low- Non- F_d Stamp FuI I -Year Part-Year

Total Income Income Participant Participant Participant Participant

FO00

Average Budget Shares for Food
Food, total 17.8 16.3 24.9 22.5 28.7 31.0 25.8
Food at home 13.7 12.0 22.2 19.2 27.0 29.4 24.0
Food away 4.0 4.3 2.7 3.3 1.7 1.6 1.8

x
H- Percent with Budget Shares for 15.9 10.0 43.9 35.9 56.5 64.6 46.0I_ ,
H. Food Exceeding 25 Percent

SHELTER

Average Budget Shares for 22.7 21.0 30.8 28.9 33.7 36.3 30.3
Deductible Shelter Expenses

Percent with Budget Shares 3.7 1.7 12.9 8.1 20.3 28.1 10.0
for Deductible Shelter Expenses
Exceeding 50 Percent

Average Budget Shares for
Diedi ca I Care

Medical care total 5.0 4.8 5.8 7.4 3.3 2.2 4.8
Households with elderly 8.7 8.5 9.1 10.0 6.7 4.3 9.9

or disabled member
Other households 3.0 3.1 2.6 3.6 1.5 1.0 2.2

Sample Size
Weighted (1,0003 71,247 58,926 12,321 7,517 4,804 2,714 2,090
Unwe i ghfed 4,41 g 3,668 751 453 298 162 136

SOURCE: Weighted tabulations from the annual analysis file from the 1982-83 Consumer Expenditure Survey.



o DeductibleShelterCosts. The average sharesdevoted
to these items are 20 percentfor higher-income
householdsand 30 percentfor low-incomehouseholds,
and one-thirdfor FSP households. However,about 20
percent of FSP participants devote more than half of
their budget to deductibleshelteritems.

o Medical Expenses. Average budget shares are highest
for the low-incomenonparticipantgroup and, across all
incomegroups, for householdswith an elderlyor
disabledmember. Overall,householdswith an elderly
or disabledmember spend about g percentof their
budget, comparedwith 3 percent in other households.
Low-incomenonparticipantsdevote the highestbudget
share (7 percent)to deductiblemedical expenses,and
low-incomeparticipantsdevote the lowestshare {3
percent). Indeed,27 percentof these low-income
nonparticipantsspend at least 10 percentof their
budget on deductiblemedicalexpenses. The difference
between FSP participantsand the low-incomenonpartici-
pants is that the participantsare more likelyto be
receivingmedical assistance.
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deducted from gross household income to determine the net income amount.

Specifically,the followingdeductionsfrom gross income are currentlyused

to calculateFSP net income:

o The standarddeduction,which is $99 per month in fiscal
year 1987 (the standarddeduction is adjusted annually
based on the ConsumerPrice Index minus both food and
homeownershipcosts_)

o An earned income deductionof 20 percent,designed to
compensatefor work expenses and provide an incentiveto
work

o Dependent-careexpenses if incurredduring work,
training,or job-searchactivities,not to exceed $160
per month

o The medicalexpensesof elderlyor disabled household
members in excess of $35 per month

o Shelterexpenses in excess of 50 percent of available
income after all other deductions have been subtracted,
not to exceed $149 per month for householdswithout an
elderlyor disabledmember.

The original objective of this effort was to address two broad

questionsabout the relationshipbetween the design of the benefit

structureand the expenditurebehaviorof households:

1. How do low-incomeand higher-incomehouseholdsallocate
their income among major expenditure categories? How
do the spendingpatterns of FSP participantscompare
with those of low-income nonparticipants?

2. Do the assumptions about the expenditure behavior of
households which are embodied in the food stamp benefit
formulareflect the actual behavior of low-income
households? In particular:

1Changes in food prices are excludedfrom this index because
benefits are indexed annually to reflect these changes. Changes in the
costs of homeownership are excluded because most food stamp households
rent, rather than own, housing, and because the program offers a separate
shelter deduction.



o Do low-income households and FSP participants spend
30 percent of their non-food stamp net income {ex-
cludingfood stamps}on food?

o Does the earned incomedeductionof 20 percent
accurately reflect the amount of earnings which FSP
participantsmust devote to taxes and other work-
related expenses?

o What proportion of income do low-income and FSP
households devote to medical, shelter, and
dependent-care expenses?

We have examined in detail the capacity of the CEX to address these

policy questions and have developed information on the overall patterns of

expendituresby groups of interestto FNS policymakers. This information

is reported in Chapters II and III.

However, the second set of analytic issuescould not be addressed

because certain characteristics of the CEX limited our ability to

investigate the relationship between income and expenditures. In

particular, we found that "total expenditures" exceeded "income" in more

households and by greater amounts than could be explained through

substantive reasons. Based on this fact, as well as on published

methodological work on the Current Population Survey {CPS}, which gathers

income-related data in a manner similar to the CEX {see the discussion in

Section 2 of Chapter III), we concluded that income tended to be

underreported, particularly for households that we identified as "low

income." Thus, unfortunately, we believe that the questions of most

interest to FNS cannot be addressed based on the CEX.

The report is organized into two chapters and a series of

supporting appendices. Chapter II describes the CEX data set, discusses

the key measurement issues associated with using the CEX to address the FSP



policy questionsdescribedearlier,discussesand documentsthe critical

limitationsassociatedwith income and food expenditures,and briefly

describesthe characteristicsof the sample included in our analysis.

ChapterIII then describesthe expenditurepatterns of low-income

households{includingboth FSP participantsand nonparticipants}in terms

of broadlydefined expenditurecategories,and comparesthem with the

expenditurepatternsof higher-incomehouseholds. In addition,the chapter

discussesthe shares of total expendituresthat are devoted to items {food,

shelter,and medical expenses}that are incorporatedin the FSP benefit

formula. While budget shares do not correspondto the FSP conceptof net

income,they do provideuseful insights into the relative shares of the

overallresourcesthat are devotedby householdsto key items.

Three appendicesprovideadditionaldetails on the analysesthat

were attempted. AppendixA documentsdecisionsabout constructingthe

analysisfile and defining the expenditurevariables. Appendix B presents

data on the characteristicsof the sample and compares the characteristics

of the CEX analysissample that we developedwith the characteristicsof a

CPS sampleand a nationalsample of food stamp participantsbased on FSP

qualitycontrol data. Finally,Appendix C reports on the direct comparison

of FSP net income expenditureson food for home consumption,sheltercosts,

medicalexpenses,and work expenses.

4



II. THE DATA, DEFINITION OF THE ANALYSIS FILE,
AND CHARACTERISTICS OF THE SAMPLE

Addressing the research questions outlined in Chapter I requires

three general types of data. The first type encompasses information on

household expenditures. These expenditure data should include (1) expendi-

tures on major, quite broadly defined categories and (2) data on more nar-

rowly defined items that represent deductions from gross income for the

purposes of determining food stamp net income. The second key type of data

encompasses information on household income, since virtually all of the

research questions pertain to the relationship between expenditures and

income. Since the relationship between expenditures and income may differ

by income source, it is also important to be able to distinguish among

earned income, transfer income, and unearned income from other sources.

The third type of data which is needed to address most of the major re-

search questions encompasses information on specific subgroups of the

population. The most important of these subgroups are FSP eligibles and

FSP participants. The other subgroups of interest include households with

an elderly or disabled member, AFDC households, and households at various

income levels.

The Consumer Expenditure Quarterly Interview Survey (CEX) is

believed to be the best available data source for the purposes of the anal-

ysis. It provides the detailed information on expenditures, income, and

household characteristics that is needed to address the research questions

pertinent to this task. In addition, it is up-to-date, covering household

income and expenditures reported in 1982 and 1983. Thus, the CEX provides

a contemporary picture of household expenditure patterns and enables us to



relate these patterns to the current design and parameters of the food

1
stamp program.

In this chapter we describe the CEX, its sample design, and the

data it provides. We also describe the major weaknesses in the data and

how they affect our analysis. In Sections B and C, we discuss the analysis

files that we created from the CEX and the definitions of the population

subgroups {e.g., FSP-eligible households) used in this study. Finally, we

examine the characteristics of the analysis file samples and compare them

with the characteristics of the general population and of food stamp house-

holds.

A. THE CONSUMER EXPENDITUREQUARTERLY INTERVIEWSURVEY

Consumer Expenditure Surveys have been conducted by the Bureau of

Labor Statistics (BLS) about every ten years since 1888-91 in order to

provide the government with expenditure data to calculate cost-of-living

indexes, such as the Consumer Price Index. The current CEX, which began in

1980, is different from previous surveys in that it is being conducted on a

continuous basis. This analysis is based on information on consumer

expenditures covering 1982 and 1983.

The 1982-83 surveys consist of two separate components: {1) a

Quarterly Interview panel survey, in which each consumer unit in the sample

is interviewed five times, once every three months, over a twelve-month

period;and (2) a Diary, or record-keeping,Survey, in which consumerunits

1The CEX has the added advantageof being an ongoing survey. Thus,
it offers the opportunity to examine changes in expenditure patterns over
time and can be used in future research efforts to update the results of
this analysis.
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are asked to complete a diary of expenses for two consecutiveone-week

periods. Each componenthas its own questionnaire,and the samplesare

independent.

The Quarterly Interviewcomponentof the CEX is the data source

used in this analysis. It is designed to collectdata on major expense

items,householdcharacteristics,and income. The expenditurescovered in

this surveyare those which respondentscan be expected to recall fairly

accurately for a period of three months or longer. These include relatively

large expenditures,such as those for property,automobiles,and major appli-

ances, and those which occur on a regular basis, such as rent, insurance

premiums,and apparel. BLS estimatesthat the InterviewSurvey collects

detaileddata on 60 to 70 percentof total householdexpenditures. These

data are supplementedwith global estimates--thatis, rough estimatesof

averageexpendituresduring the three-monthperiod--offood and other fre-

quentlypurchaseditems. These global estimatesaccountfor an additional

20 to 25 percent of total expenditures. In additionto the expenditure

information,the InterviewSurvey providesdata on householddemographic

and socioeconomiccharacteristics,employmentstatus, income,taxes,occu-

pationalexpenses,and assets.1

1The Diary Survey is designed to obtain detaileddata on frequently
purchasedand small items that are less likely to be recalledaccuratelyby
respondentsover the three-monthperiod used in the InterviewSurvey.
These items includefood and beverages(purchasedfor use both at home and
in eating places),tobacco, housekeepingsupplies,nonprescriptiondrugs,
and personal-careproducts and services. However,because the Diary Survey
does not collect informationon other expenditureitems, it is not
appropriatefor use in this study.
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1. Survey Design

The 1982-83 Interview Survey consists of a rotating panel sample

design. Under this design, interviews with each sample unit are conducted

quarterly over a twelve-month period. After the fifth interview, the con-

sumer unit is dropped from the survey and is replaced by another household.

In any given quarter, about 20 percent of the sample is dropped--having

completed their fifth interviews--and a new rotation group is added. 1

The first interview for a household obtains information on demogra-

phic and family characteristics and on the inventory of major durable goods

in the consumer unit. Expenditure information is also collected on a

one-month recall basis and is used with the inventory information for

bounding purposes--that is, to classify the consumer unit for the analysis

and to prevent the duplicate reporting of expenses in the subsequent

interviews. The expenditure and inventory data collected in this initial

interview are not included in the Interview Survey public-use file.2

The public-use file consists of information provided in the second

through fifth interviews, combined with the demographic information

1The sample is based on addresses, so that each sample address is
contacted up to five times. A household which moves away from its sample
address before the fifth interview is dropped from the survey. It is
replaced by the household that moved into the sample address for the
remaining interviews if the new household passes an eligibility screen and
is found qualified. Roughly 75 percent of the sample units complete all
five interviews.

2The 1972-73 CEX released a separate data file which included
information from the bounding interviews on each sample unit's inventory of
consumer durables. (See van der Gaag et al., 1981, for a discussion on
this data source.) BLS has no plans to release a similar data file for the
1982-83 Interview Survey; however, it does expect to release companion
files beginning with the 1984 CEX.
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obtained in the bounding (first) interview.1 Table II.1 summarizes the

coverage and timing of the data that are available on the public-use file.

The second through fifth interviews use a uniform quarterly questionnaire

to collect expenditure information from each consumer unit. Expenditures

are defined as the net out-of-pocket expenditures of the household during

the three months preceding the interview date. The major groupings of

expenditures include food (both at home and away from home), housing,

clothing, transportation, and other goods and services. All of these

groupings, except food, can be broken down into finer categories.

In addition to expenditure information, the second and fifth inter-

views obtain detailed data on employment and income during the twelve months

preceding the interview. These data include wages, salary, taxes, and

other information on the employment of each household member, as well as

nonwage sources of income (unemployment compensation, transfer income,

alimony, child support, etc.) for the household as a whole. Only the fifth

interview includes data on the household's assets and liabilities. In each

of the four quarterly interviews, respondents are asked whether they have

received food stamps in the preceding three months and the value of the

food stamps.

Approximately 4,800 consumer units are interviewed in each quarter.

(This figure does not include households that are receiving their initial,

or bounding, interview). These 4,800 units are divided fairly equally

among four rotation groups, so that in any given quarter only about 1,200

1Household characteristics are updated at each interview.
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TABLE II.1

TIMING AND COVERAGE OF KEY AREAS IN THE CONSUMER
EXPENDITURE QUARTERLY INTERVIEW SURVEY

Interview in Which Data Are Obtained
Item 1 2 3 4 5

Major NonfoodExpenditures Q Q Q Q

Food Expenditures
Global Estimatesa Q Q Q Q

Food Stamp Deductions/GrossIncome

Gross income Y Y
Medicalexpenses Q Q Q Q
Dependentcare Q Q Q Q
Sheltercosts Q Q Q Q
Taxes/workexpenses Y Y

FoodStampReceiptandAmount Q Q Q Q

DetailedIncomebySource Y Y

LiquidAssets pb

HouseholdSize/Composition P P P P P

Characteristics pC

P indicatesthat the data pertainto the interviewdate.
Q indicates that the data pertain to the previous three months.
Y indicatesthat the data pertainto the previoustwelve months.

a"Globalestimates"are based on respondents'estimatesof average
expendituresfor the period,rather than on the detaileddata recorded for
other expendituresin the InterviewSurvey.

bRetrospectiveinformationon assets held as of one year prior to the
interviewdate are also collected.

CUpdated at each interview.
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households are in the same rotation cycle and are receiving the same

interview. 1

2. Data Limitations

Although the CEX2 is the best available data source for this

analysis, the data were not collected with the goals of this investigation

in mind. As a result, there are certain aspects of the CEX that are less

than ideally suited to this research. Table II.2 summarizes our assessment

of the CEX in terms of its coverage and timing of the key items that are

required for our analysis of household expenditure patterns.3 In this

section, we outline the important weaknesses in the CEX that have a direct

impact on our analysis and which may limit the scope of our research and

the generalizability of our findings. These include (1) the coverage of

the CEX sample, (2) the timing of the expenditure and income data, (3) the

measurement of expenditures, (4) the coverage of key FSP expenditure and

income categories, (5) the measurement of food expenditures, and (6) the

determination of FSP eligibility. Each of these issues is covered in the

following subsections.

Sample Coveraqe. For two reasons, the sample contained in the CEX

is less than ideal for the purposes of our study. First, nonurban

lin contrast, the 1972-73 Interview Survey, which was not ongoing
and did not use a rotating sample scheme, had a sample of 10,000 households
that were interviewed quarterly over a two-year period.

2In the remainder of this report, CEX refers specifically to the
Quarterly Interview Survey unless noted otherwise.

3A detailed assessment is contained in the analysis plan for this
task (see Boldin et al., 1986).
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TABLE li,2

SUMMARY OF KEY DATA ITEMS IN THE 1982-83 CONSUMER
EXPENDITURE INTERVIEW SURVEY

Key Data Items Coverage Timin_ Comments

Sample Fair (urban -- Unit of observation differs from Food Stamp Unit.
consumer units
only)

Expenditures

Major Nonfood Categories Good Previous Quarter Durable goods purchases make it difficult to compare
expenditures directly with income.

FSP Deductible Items Good Previous Quarter

Food Fair Previous Quarter, Inclusion of food stamp purchases in food
Global estimates expenditure amount is ambiguous.

Income

Total Good Annual, year prior Monthly income, needed to replicate FSP
and current year eligibility criteria, is not available.

By Source Good Annual, year prior
and current year

Subgroups of Interest

FSP-Eligible Fair (must Annual, year prior Must determine eligibility on an annual as
approximate and current year opposed to monthly basis,
with annual
income, limited
assets)

FSP-Participant Fair Previous Quar,er Cannot identify within-quarter interruptions in food
(not by month) stamp receipt,

Household with Elderly Good Current

AFDC Household Fair (asks Annual, year prior Cannot identify intrayeer interruptions in program
about public and current year participation,
assistance (not by month)
receipt)



householdsare not representedin the 1982-83survey. Therefore,our re-

sults are not generalizable to the U.S. population to the extent that

expenditurepatterns betweenurban and nonurbanhouseholdsdiffer and to

the extent that the Food Stamp Program has a different impact on the

expendituresof these two groups. This differentialimpactmay be due

simply to differences in the characteristics {e.g., household size, income}

of the urban and nonurbanfood stamp recipientpopulation. The conclusions

of this analysisshould be interpretedwith this limitationin mind.

The second and less seriouslimitationis due to differences

betweenthe unit of observationin the CEX and the food stamp unit. In the

CEX, all data refer to the consumer unit. A consumerunit compriseseither

of the following: (1) all members of a particularhouseholdwho are

related by blood,marriage, adoption,or other legal arrangements;(2) a

person living alone or sharinga householdwith others,residing as a

roomer in a private home or lodginghouse, or residing in permanentliving

quartersin a hotel or motel, and who is financiallyindependent;1 or {3)

two or more persons living together who pool their income to make joint

expendituredecisions. In contrast,Food Stamp Programrules specifythat

the food stamp unit is to consistof all persons livingtogetherwho cus-

tomarilybuy their food and preparemeals as a unit.2 The rules also state

1Financialindependenceis determinedby the three major expense
categories: housing, food, and other livingexpenses. To be considered
financiallyindependent,the respondentmust provide him or herselfwith at
least two of the three major expense categories.

2
The Stuart B. McKinney HomelessAct of 1987 broadenedthe

definition of the assistance unit. The earlier FSP definition of the
assistanceunit is used becausethe CEX data on which the analysisis based
pertain to 1982-83.
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that related persons who live together must be in the same food stamp unit

regardless of whether they buy and prepare food together, unless the indi-

viduals are elderly or disabled.

A comparison of the FSP rules with the CEX consumer unit definition

suggests that an important discrepancy between food stamp units and con-

sumer units may stem from the FSP provision that permits related elderly or

disabled members who purchase food and prepare meals separately from the

rest of the household to form their own food stamp units. In these house-

holds, the food stamp unit may be a subunit of the consumer unit, since, by

definition, all related individuals in a household are in the same consumer

unit.

The degree to which this difference between consumer and food stamp

units affects our analysis depends upon the prevalence of these elderly or

disabled person food stamp subunits in the general food stamp population.

Evidence from Landa {1987} suggests that about 16 percent of households

which report receiving food stamps are either partially covered {not all

household members are food stamp recipients} or contain more than one food

stamp unit.1 Of these households,about a third,or roughly5-1/2 percent,

of all food stamp households contain an elderly or disabled individual.

Landa's results suggest that some small but significant number of food

stamp households contain elderly or disabled members who are either not

receiving food stamps or are treated as food stamp units separately from

the rest of the household. In the CEX, these households are counted as one

1Landa {1987} uses Wave 4 of the 1984 Survey of Income and Program
Participation {SIPP} panel to conduct her analysis.
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consumer unit and are treated as single, fully covered food stamp units in

our analysis.

Timing of the Expenditure and Income Data. It is important that

the expenditure data and the income data cover identical time periods.

Since food stamp eligibility is determined on a monthly basis, the ideal

data set for our purposes would include information on monthly income. The

CEX, however, provides quarterly expenditure data and annual income data.

Thus, we must either aggregate the expenditure data to an annual time period

and compare annual expenditures with annual income or, alternatively, use

annual income {divided by 4} as an estimate of quarterly income.

Each of these approaches has significant shortcomings. There are

two main disadvantages to using annual expenditures and income. First, it

departs further from the FSP accounting period than do the quarterly

data. Since we are most interested in "average" relationships between

expenditures and income, the longer time period poses less of a problem and

may even be more appropriate than a shorter accounting period. A monthly

or quarterly accounting period would almost certainly display greater

variation than annual figures, simply because of the timing of household

expenditures and income receipt. A second disadvantage is that using the

annual data reduces the sample sizes substantially. Indeed, a quarterly

file from the 1982-83 CEX contains nearly twice as many households as the

annual file.

The use of quarterly data, however, entails a different set of

problems. The most serious of these is that annual income is almost

certainly a poor measure of quarterly income, particularly for many food

stamp and other low-income households. Indeed, many households become food
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stamp recipients precisely because they have recently suffered a decline in

income (through loss of a job, a change in living arrangements, etc.). For

such households, average annual income is a poor proxy for quarterly income

and could provide a seriously misleading picture of the relationship

between expenditures and income. To be sure, using the annual figures

provides only a picture of the relationship between expenditures and income

"averaged" over both good times and bad times for those households which

have suffered a reduction in income. Thus, the data for households that

participate in the Food Stamp Program only for part of the year must be

interpreted cautiously. However, such averaging seems preferable to

running the risk of overstating the income of some FSP households and

thereby providing a misleading picture of the relationship between their

expenditures and their income. For this reason, our primary analysis in

this report has been based on estimates of annual expenditures and annual

income.

Measurement of Expenditures. Another aspect of the expenditure

data that limits our ability to directly compare expenditures and income is

the manner in which the detailed expenditure information is recorded.

Expenditures are recorded as the net price of products purchased in the

quarter regardless of whether the purchases are financed through loans or

other sources rather than by current income. For example, the full net

price of an automobile (price minus trade-in allowance) is recorded as an

expenditure in the quarter in which it is purchased. Under this method of

tabulating expenditures, those households that borrow money to finance a

current-period purchase will have overstated expenditures out of income in
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the current period. The problem is obviouslymore severe for large

durable-goods purchases {e.g., vehicles and major household appliances}.

The problems created by durable-goods purchases and how these

purchasespertain to current income are more fundamentalthan the measure-

ment issue noted above, because households receive a flow of services over

time from durable goods. Therefore, past durable-goods purchases that gen-

erate current-period service flows {a household's stock of durable goods}

may affect the amount or type of current-period expenditures. This in turn

will affect the observed relationship between current expenditures and

current income. Unfortunately, information on a household's stock of dura-

ble goods is not available in the 1982-83 CEX. When interpreting the re-

sults of this study, the reader should be aware that some of the observed

differences in expenditures and expenditure-income relationships between

household groups {e.g., food stamp participants and low-income

nonparticipants} may stem from differences in durable-goods stocks between

those groups.

Coverage of Key FSP Expenditure and Income Categories. Another

important set of measurement issues pertains to the specific items included

in the CEX expenditure and income categories and the relationship of these

categories to the definitions used by the Food Stamp Program. Food Stamp

Program rules define very specifically the gross countable income and cate-

gories of expenditures that are to be included in each deduction in the

computation of net income. Our ability to replicate the FSP definitions of

gross income and deductions is somewhat limited.
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Table II.3 shows the components of gross countable income under FSP

rules and indicates the coverage of these items on the CEX. In terms of

earned income, wages, salaries, and earnings from self-employment are

covered in the CEX, although some parts of what the FSP considers "earned

self-employment" income may be counted as property income in the CEX. This

is true for income from rental property, for which we cannot determine

whether the owner actively managed the property. It is also not possible

to distinguish assistance payments that require work or training allowances

from other assistance payments. While this does not affect our estimate of

gross income, it could introduce some inaccuracies into the estimates of

earnings. However, these are relatively rare types of earned income, and

we expect the inaccuracies to be relatively small.

The CEX appears to provide good coverage for the major categories

of unearned income, such as assistance payments, retirement benefits,

dividends, interest, and rents. However, strike benefits and educational

benefits in excess of tuition costs are not identified in the CEX.

Finally, FSP rules allow a variety of types of income to be excluded from

countable gross income. The only types that are likely to be counted in

the CE× income measures and that should be excluded are irregularly

received income not exceeding $30 per quarter and the earnings of minor

students. Again, these types of income tend to be relatively rare among

FSP recipients, which suggests that the inaccuracies introduced by our

inability to distinguish among them will be minor.

Table II.4 lists the elements of each FSP income deduction and

indicates the coverage of the items on the CEX. The CEX provides good

coverage of shelter, medical, and dependent care expenses. However, we
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TABLE Il.3

COVERAGEOF THE COMPONENTSOF THE FO(X) STAMP PROGRAMDEFINITION

OF INCOME IN THE CONSUMEREXPENDITURESURVEY

Elements of Countable FSP Gross Income Coverage in the Consumer Expenditure Survey

EARNED I NCOHE

Wages and salaries Covered in CEX

Assistance payments from programs Not speci f icom l y covered (most Iikely
that require work. included under assistance payments).

Gross income from self-employment, Covered in CEX
including..

o gain from sale of capital goods
o income from rental property if Cannot determine source of rental

household manages property 20 income; counted as unearned income.
or more hours/week

o payment from roomer or boarder

Training allowances from vocational Included in the CEX measure of welfare
training programs such as WIC, WIN, or income; cannot be broken out separately.
CETA (now JTPA).

UNEARNEDI NOONE

Assistance payments from public Covered in CEX
assistance prc<Jrams such as SSI,
AFDC, and GA.

Annuities, pensions, retirement, Good coverage of all elements, except strike
veteranfs or disal)ility benefits, benefits.
worker ' s compensat ion, unempIoyment
compensation, old age survivor's
benefits, or social security bene-
fits, strike benefits, and foster
care benef i ts.

Gross income from rental property Covered in CEX; all rental income is
in which household manages less treated as unearned income
than 20 hours per week.

Support or al imony payments. Covered in CEX

Scholarships, educational grants, Not covered separately in CEX.
fellowships, deferred payment educa-
tional loans, veteran's education,
benefits in excess of tuition, and
mandatory school fees.

Dividends, interest, royalties, or Covered in CEX.
money payments from any source which
can be construed as a gain or benefit.

Income shall not include:
o monies withheld from assistance Not specifically identified in the CEX.

payments
o child support payments received NOt specifically identified in the CEX.

by AFDC recipients which must
be transferred to the agency to
retain AFDC eligibility.
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TABLE 11.3 (continued)

Elements of Countable FSP Gross Income Coverage in the Consumer Expenditure Survey

INCOMEEXCLUSIONS

Nonmonetary benefits Not covered.

Irregularly received income not in Not identified separately in CEX.
excess of $30/quarter.

Educational loans, etc., used for Not identified separately in CEX.
tuition and mandatory fees,

All loans with deferred payment. Not identified.

Reimbursements for past or future Not identified.
expenses.

Monies received and used for care of Not identified except that CEX includes
nonhousehold member, medical expenses net of insurance

reimbursements.

Earned income of children less than Covered in CEX, but cannot determine
18 years old who are students at enrollment status of those with earnings;
least half-time when school is in included in our measure of earnings
session.

Honey received in a nonrecurring lump- NOt covered.
sum payment such as income tax refunds,
retroactive lump sum of social security,
SSI, etc., lump-sum insurance settle-
ments, or refunds on security deposits.

Cost of producing self-employed income. CEX includes net income from self-employment.
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TABLE I I. 4

THE COVERAGEOF FOODSTANP PROGRANINCOMEDEDUCTIONS
IN THE CONSUHEREXPENDITURESURVEY

Food Stamp ProcJram Income Deduction Coverage in the Consumer Expenditure Survey

Standard Deduction
o $85 per household, per month, 1982-83 survey covers urban civilian non-

in 48 states and DC (different institutionalized population of the U.S;
deduction for Alaska, Hawaii, states and territories cannot be identified.
Guam, Puerto Rico, and the Virgin
Islands)

Earned Income Deduction
o 18 percent of gross earned income CEX contains data on most elements of
o Raised to 20 percent as of 5/1/86 mandatory deductions from pay (federal tax,

state and local tax, social security with-
holding; variable for miscellaneous
occupational expenses includes union dues,
uniforms, tools, etc.; costs of transporta-
tion to work and meals at work cannot be
identified).

Medical Deduction
o Limited to elderly/disabled members CEX identifies the number of elderly/disabled

of food stamp households household members, but does not identify the
o Allowable expenses in excess of $35 expenditures for these individuals

per month separately.

Allowable Hedical Costs Include
0 Hedical and dental care CEX covers most allowable medical costs,
o Hospitalization or outpatient except that "costs of transportation and

treatment, nursing care, nursing lodging to obtain medical treatment" cannot
home care (including payments for be identified,
any individual who was a household
member immediately prior to enter-
lng home)

o Prescription drugs, costs of medical
supplies, sick room equipment
(including rental costs)

o Health insurance premiums (certain
policies, lump sum payments in case
of death, etc., are not deductible)

o Nedicare premiums
o Dentures, hearing aids, prosthetics
o Seeing eye dog; procurement and

maintenance
o Eyeglasses
o Reasonable cost of transportation

and lodging to obtain medical
treatment

o Maintaining an attendant, home
health aide, or housekeeper because
of age or illness--if the cost
qualifies under both the medical
and dependent care deduction--
treated as medical cost

Shelter Expenses--Oeductible Items
Are Limited to

o Rent Covered on the CEX.
o Mortgage Covered on the CEX.
o Loan payments and interest Covered on the CEX.

(mobile home)
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TABLE 11.4 (continued)

Food Stamp Prcxjram Income Deduction Coverage in the Consumer Expenditure Survey

o Property taxes Covered.
o State and local assessments Not covered.
o Insurance (not including insurance Covered.

on furniture or personal belongings)

o Utilities
-- Heating and cooking fuel Covered.
-- Electricity and cooling Covered.
-- Water and sewage Covered.
-- Garbage fees Covered.
-- Basic service for one telephone CEX data includes total cost of phone; for

(including tax) analysis, phone cost was capped at $10 per
month.

-- Initial installation fees Not covered.

o Shelter costs when temporarily not Not covered.
occupied because of employment,
training, illness, natural disaster
(must intend to return home, and home
must not be rented and costs not claimed
by current occupants for FSP)

o Charges for repairs resulting from NOt covered.
natural disaster (fire or flood),
not including any costs which will
be reimbursed.

Dependent Care Expenses
o Costs for care of child or other Item coverage on the CEX is good; cannot

dependent when necessary for a distinguish dependent care expense for
household member to: employment and training from dependent
-- Accept or continue employment care expenses for other purposes.
-- Seek employment in compliance

with job search criteria
-- Attend training or pursue

education which is preparatory
to employmont

o Shelter and dependent care costs for
nonelderly households capped at
$115/month in 12/1980. Raised to
$125/month in 10/1983.

o Separate cap on dependent care costs
of $160/month set in 5/1986. (NO indexing
or geographical adjustment.)
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cannot always determine the portion of these expenses that are FSP INSERT

deductible. For instance, only medical expenses incurred by elderly or

disabled household members are currently deductible from gross income. The

CEX identifies the number of elderly or disabled household members, but

does not separately identify the medical expenditures incurred by these

individuals. A similar problem arises with dependent care expenses and

telephone costs. For telephone costs, only the basic monthly service fee

is a deductible shelter expense, but the CEX does not separately identify

this amount.

While the CEX provides good coverage of medical, dependent care,

and shelter expenses, its coverage of work expenses is less than

complete. Information on work expenses is used to evaluate the earned

income deduction, which was set at 18 percent in 1982-83 and raised to 20

percent in 1986. The CEX provides information on taxes and miscellaneous

occupational expenses such as union dues, but it does not include separate

information on the cost of transportation to and from work or the cost of

meals at work. Therefore, our measure of work expenses is likely to

understate the actual work expenses incurred by households with earnings.

Measurement of Food Expenditures. Another set of measurement

issues pertains to the data on food expenditures and food stamp receipt.

The CEX Quarterly Interview Survey is designed to obtain data on large

and/or regularlyrecurringitems. The Diary Survey,which is administered

to a separate sample, is designed to obtain detailed and accurate data on

expenditures on small items and items that may be purchased at frequent

intervals or irregularly. Because of this design, the Interview Survey

containsonly a few summaryquestionsabout food purchasesfor home
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consumption. Basically,respondentsare asked to estimate how often they

have shoppedat grocerystoresduring the previousthree months and the

"usual amount of your purchase." Another question asks how much of this

amount is devoted to food and nonalcoholicbeverages. A similarseries of

questionselicitsinformationabout purchasesfrom sourcesother than

grocery stores. After questions about purchases of alcoholic beverages for

home consumptionand purchasesof dinners,snacks,and meals for

consumption outside the home, respondents are asked whether any members of

the consumerunit have receivedfederalfood stamps and the amount of food

that could be purchasedwith those food stamps. It is unclearto us

whetherresponsesto the initialquestionsabout purchasesfor home con-

sumption would include the value of food purchased with food stamps. We

believe that most people would include everything they bought no matter how

it was paid for. However, many respondents may not have done so.

Two issues arise. First, does the global question about "usual

amounts" lead to a higher or lower estimate of total food expenditures than

the more detailed records kept in the Diary Survey? If the estimates

differ, which of the two is likely to be the more accurate? Second, did

food stamp recipients include the amount of their purchases with food

stamps in their estimatesof food expenditures?

With regard to the first issue,one presumesthat the Diary Survey

is conductedbecause it is consideredto yield more reliableestimatesof

total food expenditures than the more global questions in the Interview

Survey. However, one would expect a relatively stable relationship between

estimatesof averageexpendituresfrom the two sources. Unfortunately,

that relationshiphas not been very stable in recentyears. The Interview
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Survey estimates of food expenditures were 19 percent higher than the Diary

Survey estimates in 1980 and 14 percent higher in 1981. However, in 1982,

the Interview was only i percent higher, and in 1983 less than 4 percent

higher. 1 As a result of this unstable relationship, it is difficult to

gauge the accuracy of the Interview Survey's food expenditure data relative

to those in the Diary Survey.

With regard to the second issue, MPR's experience in the survey for

the SSI/Elderly Cashout Demonstration leads us to be skeptical that the

question was interpreted consistently by all respondents. MPR used a

sequence of questions on food expenditures that was patterned after the

1972-73 CEX (which was nearly identical to the questions in the 1982-83

CEX). Early tabulations of the data led analysts to suspect that some food

stamp recipients had omitted the amounts purchased with food stamps from

their estimates of food expenditures. MPR added a probe to the interview

which asked respondents directly whether their initial estimate included

the amount purchased with food stamps. 2 Approximately 25 percent of the

sample in the nondemonstration (i.e., noncashout) sites said in response to

the probe that their initial estimate had not included their purchases with

food stamps. Because of this experience, we are concerned that some food

stamp recipients who responded to the 1982-83 CEX may not have included the

amounts purchased with their food coupons. Thus, even apart from the

1See U.S. Department of Labor, Bulletin 2246 (1986), Text table 8,
page 10, for a comparison of the food expenditures reported in the two
surveys.

2Call backs were made to all sample members to re-ask the questions
about food expenditures using the more structured questioning which
included the probe.
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general problem of underreporting described above, the food purchases of

food stamp recipients are likely to be understated relative to the food

purchases of nonparticipants. Both problems suggest that we must exercise

great caution in the analysis, particularly in the analysis of the food

expenditures of food stamp recipients.

Despite our reservations about the quality of the reported data on

food expendituresin the CEX InterviewSurvey, it is still the best source

of data, becauseone of the primaryobjectivesof the analysis is to assess

the relationship of nonfood expenditures and FSP rules, rather than just

food expenditures.

Determination of FSP Eligibility. A primary objective of this task

is to investigate the expenditure patterns of FSP participants and compare

them with eligible nonparticipants. At each of the four quarterly inter-

views, the CEX asks whether the household has received food stamps in the

three months prior to the interviewand, if it has, the amount of the food

stamps. This definition of participation presents two problems for the

analysis. First, since substantial turnover occurs in the FSP {see Cart et

al., 1984), many of the households which report receiving food stamps

during a three-month period will not receive benefits for all three

months. Although the expenditures in the Interview Survey refer to the

previous three months and thus correspond to the period during which food

stamp receipt is measured, some expenditures may occur in months in which

quarterly food stamp recipients were not receiving benefits. If partici-

pation in the FSP affects household expenditures, then a definition of

participation based on the quarterly receipt of benefits may lead to under-
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estimates of the effect, because some of the expenditures made by these

"participants" were made when they were not receiving benefits.

Using an annual analysis file will help mitigate this problem

because it provides four observation on each household's quarterly food

stamp receipt. Although this information will not enable us to identify

within-quarter interruptions in food stamp receipt, we will be able to

distinguish between those households that report receiving food stamps in

all four quarters (and are likely to have been on the program for the entire

year) and those that report receipt in only one to three of the quarters.

Another problem is whether and how we can define an eligible non-

participant group that will serve as an appropriate comparison to the FSP

participant group. The FSP imposes two major eligibility screens: (1)

income limits determined by gross and net monthly income calculations and

(2) assets limitations. As discussed earlier, the Interview Survey cannot

identify FSP-defined gross monthly income precisely, because income is

reported on an annual basis. Estimates of gross monthly income that are

based on annual data may lead to misclassifications of eligibility status

among the sample households due to intra-year variation in household in-

come. The same holds true for the net monthly income calculation, which is

based on estimated gross income.

The second eligibility screen requires that the assets of house-

holds not exceed $1,500 (or $3,000 for households of two or more persons

with an elderly member).1 All liquid assets, including cash on hand, money

1These assets limits refer to rules in effect in 1982-83, the time
period covered by the CEX. The limits were revised by the Food Security
Act of 1985.
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in checkingand savingsaccounts,savingscertificates,and stocks and

bonds, are counted towards this limit. The assets limit also includes (1)

part of the value of motor vehicles owned by the household and (2) the

value of any real propertywhich is not the primaryresidence. The CEX

Interview Survey provides information on the value of liquid assets held at

the time of the fifth interview and on how this value changed over the

previous year. However, neither the value of motor vehicles nor the value

of property is covered.

Because annual income and not monthly income data are available and

because only limited assets information is provided, our measures of eligi-

bility are necessarily imprecise. The rules we use to classify individual

sample householdswill inevitablymisclassifysome noneligiblepersonsas

eligible and vice versa. We discuss these rules in Section C of this

chapter.

B. THE ANNUAL ANALYSIS FILE

The primaryanalysisfile used in this report is an annual file

which linksthe quarterlyexpendituredata across each household'sfour

interviews so as to create measures of annual expenditures which cover the

same time period as the income-related data. Household characteristics are

measured as of the end of the one-year period (i.e., the date of the fifth

28



interview).1 In this section, we briefly describe the annual file and

discuss its major advantages and weaknesses. A description of the sample

selection process and content of the annual and quarterly files is

contained in Appendix A.

The annual file consists of data on all households which completed

four interviews {interviews two through five} during the course of the nine

quarters contained in the 1982-83 CEX. With the information from four

interviews, annual expenditure variables are constructed. This provides a

direct match between the income and expenditure data and enables us to

obtain estimates of the relationship between income and expenditures which

are not contaminated by the effect of intra-year income variation. The

annual file provides other advantages, which are discussed briefly below.

The Interview Survey determines food stamp participation by docu-

menting the receipt of food stamps by the household sometime during the

three months prior to the interview. As discussed earlier in this chapter,

this definition of participation is imprecise because substantial turnover

in the FSP suggests that many households which report receiving food stamps

during a three-month period will not have been in the program the entire

three months. Thus, some of the households we designate as "participants"

lA second quarterly file is also created which contains a single
quarterly observation on the expenditures of each household for a three-
month period using the household's fifth interview and income data
pertaining to the twelve-month period prior to the interview. The
quarterly file's main advantage is its larger sample size. However, the
timing mismatch between the expenditure and income data on the file may
distort estimates of the relationship between income and expenditures due
to within-year variation in income. As a result, the quarterly file is
used only as a check on the annual file results in this report. Results
from the quarterly file are presented only when they provide additional
insights,
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will be only part-quarter participants, whose expenditure patterns may dif-

fer from those of the full-quarter food stamp recipients. The quarterly

analysis file does not provide a way to deal with this problem. However,

the annual file provides four observations on the quarterly food stamp

receipt status of each household. Although this information does not

enable us to identify within-quarter interruptions in food stamp receipt,

we are able to distinguish between those households which report receiving

food stamps in all four quarters and those which report receipt in only one

to three of the quarters. Thus, we can compare the expenditure patterns of

individuals who were probably receiving food stamps for the entire observa-

tion period with the expenditure patterns of individuals who were receiving

food stamps at some time during the observation period, but not for the

entire period.

Annual expenditure information also enhances our ability to analyze

expenditures on FSP deductibles, particularly medical expenditures.

Expenditures reported in the Interview Survey represent quarterly net

expenses, so that the quarterly medical-expenditure data measure the

FSP-deductible expense imprecisely to the extent that outlays and reim-

bursements are made in different quarters. The annual file reduces this

problem because mismatches of outlays and reimbursements on an annual basis

will occur less often.

Although the annual analysis file provides a better measure of the

relationship between income and expenditures than does the quarterly file,

it does contain several weaknesses which should be mentioned. First, only

75 percentof the householdscompleteall five interviews,primarily

because addresses and not households are sampled. Households that change
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addresses are not followed and are automatically dropped from the survey.

A sample that consists only of households that complete all five interviews

will clearly underrepresent "movers," posing a problem if the expenditure

patterns of "movers" differ from the expenditure patterns of "stayers."

Second, the annual file results may be more sensitive to the impact on

expenditures of changes in household composition that occur during the

year. Because we are measuring household composition at a point in time

{i.e., at the fifth interview), we are ignoring the influence that changes

in composition during the year may have on household expenditures. Finally,

the annual analysis file has a relatively small sample size. Less than

5,000 households are on the file, compared with over 10,000 on the

quarterly file. Of these 5,000, only about 400 are FSP participants. This

small sample size limits our ability to perform separate analyses for

different subgroups of the population, such as elderly and AFDC

households. In general, these subgroup analyses are not undertaken in this

study.

C. DEFINITION OF THE ELIGIBLE AND PARTICIPANT POPULATION

The purpose of this analysis is to examine the expenditure patterns

of low-income households and determine whether the Food Stamp Program has

an influence on these patterns. To do so, we must define, as accurately as

possible, a food stamp recipient household group and a comparable group of

eligible nonparticipants.

Food stamp participation is determined by self-reported food stamp

receipt in the previous quarter. With these data, we define three food

stamp household groups on the annual file: (1) all food stamp households;
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(2) full-year participant households; and (3) part-year participant

households.

The total food stamp household group consists of all sample members

who report receiving food stamps in at least one of the four quarters.

This group is then divided into two subgroups. Full-year participants are

those food stamp households who report receipt in all four quarters. Part-

year participants receive food stamps in one, two, or three of the four

quarters. Although we cannot identify within-quarter interruptions in food

stamp receipt with the CEX data, this two-way breakdown of food stamp

households allows us to compare the expenditure patterns of participants

who were probably receiving food stamps over the entire year with those who

were not.

In choosing criteria to identify the FSP eligible subsampte, we

would like to come as close as possible to identifying those households

which are in fact FSP eligibles. As was discussed in Section B of this

chapter, however, determining program eligibility with the annual file is

necessarily imprecise because {1) data on income and deductible expenses

are provided at the annual level, so that FSP-defined gross and net monthly

income cannot be accurately determined, and because {2} only a limited set

of liquid assets information needed to impose the assets screen is

provided. As a result of these data inadequacies, we decided to determine

eligibility by applying a gross annual income cutoff set at 130 percent of

poverty and an assets screen based on the limited assets data. A net

income screen is not utilized. Because our determination of eligibility is

imprecise, we refer to the households which passed the gross income and

assets tests as low-income households in this report.
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On the annual file, 751 householdspassed the gross income screen

and assets test and are defined as low-income households. About 40 percent

of these households (298 households) reported food stamp receipt in at

least one of the four quarters, and 162 households were full-year

participants.

Sixty-three, or about 17 percent, of the households who reported

food stamp receipt in the annual file failed the income or assets

screens. The determination of these food stamp households as "seemingly

ineligible" was due at least in part to the inherent imprecision of our

eligibility determination process. However, in order to maintain

consistency between the low-income participant and nonparticipant groups,

these seemingly ineligible households are excluded from the low-income

participant group in this analysis. We discuss the problems with our

definition of the low-income sample in Appendix A. Table A.3 in that

appendix presents a breakdown of households who passed the income and

assets tests in both the annual and quarterly files.

D. CHARACTERISTICS OF THE ANNUAL ANALYSIS FILE SAMPLE

In this section, we summarize our examination of the character-

istics of the annual analysis file sample. A detailed analysis of these

characteristics, including tables, is contained in Appendix B.

The examination has two basic objectives. First, it will be

important to compare the characteristics of the various subgroups whose

expenditures are analyzed in Chapters III and IV. Because household

characteristics are likely to condition expenditures to a large extent, it

is important to examine household characteristics with some care in order

to interpret appropriately the expenditure data presented in Chapters III
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and IV. Second, it is important to assess, if only informally, the

representativeness of our analysis sample.

The necessity of examining the representativeness of the annual

analysis sample is especially pressing for two reasons. First, the 1982-83

CEX includes only urban households, and these households may differ in

important ways from those which represent the entire U.S. population.

Second, the sample loss caused by the requirement that a household must

have reported a full four quarters of expenditure data in order to be

retained in the annual sample may affect the representativeness of the

sample. In particular, more transient households may tend to be

underrepresented in the analysis sample, and it is important to determine

whether this leads to the over- or underrepresentation of households with

particular characteristics. To investigate these issues, we compare the

characteristics of our CEX analysis sample with the characteristics of the

general population and of food stamp households, as measured through the

Current Population Survey (CPS}.

In addition, our definitions of food stamp participation and the

food stamp household are subject to some important limitations that were

described in the previous section. Furthermore, our sample of food stamp

participants is relatively small. To provide some evidence on the extent

to which our sample differs from the national caseload, we compare selected

characteristics of the food stamp participants in our sample with

characteristics of the national food stamp caseload, as measured through

the national quality control sample data.

The following are the major findings of the examination of the

characteristics of the annual file sample:
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1. Low-income households are larger, are more likely to
have low educational levels and to show greater
dependence on transfer income, and are more likely to
be headed by a single female than are other
households. Within the low-income group, participants
tend to be more disadvantaged than nonparticipants,
and, within the participant group, full-year
participants tend to be more disadvantaged than part-
time participants.

2. Low-income elderly households appear to be less likely
to participate in the Food Stamp Program than low-
income nonelderly households.

3. Differences in housing tenure between the various
household groups are striking. Only 45 percent of low-
income households own their home, compared with three-
fourths of higher-income households. Within the low-
income group, only one-fourth of participants own their
own home, although 60 percent of nonparticipants are
homeowners. This result has important implications for
interpreting differences in shelter costs between the
household groups.

4. Although the CEX sample represents only about 80
percent of all U.S. households (because of attrition),
the characteristics are very similar to the
characteristics of all U.S. households as measured on
the CPS.

5. The CEX sample of food stamp participants is similar to
the CPS sample of food stamp participants in terms of
most key characteristics, except that the average
household size on the CEX is substantially higher (3.5
versus 2.9 persons). National FNS QC data also
indicate that the average FSP household has 2.9
persons. We believe this reflects the fact that the
CEX represents only urban households rather than
reflecting differences in the definition of household.

6. Both CEX and CPS data show that a relatively high
percentage of FSP participant households--45 percent--
had earned income, compared with about 20 percent
according to FNS administrative data. Of course, the
CEX and CPS potentially cover periods where the
household was not receiving food stamps. Indeed, we
find that about one-third of the full-year participants
in the CEX annual sample report earnings.
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III. ANALYSIS OF TOTAL HOUSEHOLDEXPENDITURES

This chapter provides a broad-brush look at the expenditures of

food stamp households and how these expenditures compare with other

household groups--especially low-income nonparticipants. It serves as an

initial and important step towards understanding how low-income households

allocate their income and how the Food Stamp Program might affect this

allocation.

The chapter is organized as follows. The first section provides a

brief description of the expenditure categories used in the analysis.

Section B presents a general examination of expenditures, providing a

comparison of expenditure levels and per capita expenditures across all

household groups as defined in Chapter II. Section C examines budget

shares to investigate how low-income households allocate their expenditures

across the various expenditure categories. Budget shares are used rather

than income shares because a majority of low-income households report

expenditures which exceed their incomes, making it difficult and

potentially misleading to compare expenditures with income across household

groups. This is especially true in light of the fact that the degree to

which expenditures exceed income is larger for low-income nonparticipants

when compared with food stamp households. In the final section of this

chapter, we examine the relationship between total expenditures and income,

and attempt to explain why low-income households in our sample report

expenditures in excess of income.
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A. EXPENDITURE CATEGORIES

The annual analysis file contains 75 expenditure variables created

from expenditure information in the CEX (see Appendix A). To conduct the

expenditure analysis, we aggregated these 75 variables to form 10 major

expenditure categories. These 10 categories are food, housing, apparel,

house furnishings, transportation, medical care, personal care, recreation,

education, and other expenses. Subgroups within some of the categories are

formed (e.g., transportation is broken down into vehicle purchases, other

vehicle expenses, and public transportation) to allow a more detailed

examination of expenditures. Table III.1 contains a list of the major

expenditure categories and a brief description of the composition of

expenditures in each category.

B. EXPENDITURE LEVELS AND PER CAPITA AMOUNTS

In this section we examine the average annual expenditures of

households across the various household groups. The expenditures are

broken down by major expenditure categories and are presented both in over-

all annual levels and per capita amounts.

1. Expenditure Levels

Table III.2 presents the average expenditure levels for selected

expenditure categories. These figures are shown along with information on

income, consumer unit size, and sample sizes for each household group. The

table shows that the total expenditures of low-income households are less

than half those of the remaining population. This percentage, however,

varies substantially by expenditure category. In general, the differences

in expenditures between low-income and other households are larger on
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TABLE III.1

MAJOR EXPENDITURE CATEGORIES AND THEIR COMPOSITION

Category Composition

Food Foodathomeandawayfromhome
{global estimates}, excluding
alcoholic beverages.

Housing

Deductible shelter payments Deductible mortgage payments,
property taxes, _nsurance,
assessments and rent.

Deductible fuel and utilities Deductible natural gas,
electricity, heating oit and
other fuels, telephone, water
and other public services.

Non-deductible payments and Non-deductible utility costs
utilities andmortgagepayments.

Dependentcare Babysitting,daycare,and care
for the elderly.

Shelter,durables Capitalimprovementsto home,
painting, repairs, etc.

Householdoperations Rentaland repairof tools and
appliances, household services,
and moving expenses.

Apparel Clothingandclothingservices,
watches, and jewelry.

HouseFurnishings Householdtextiles,furniture,
floor coverings, appliances,
housewares, and miscellaneous
household equipment.

Transportation

Vehiclepurchases New and usedcarsand trucks
and recreational vehicles
(net outlays}.

Other vehicleexpenses Financechargesand paymentson
principal, gasoline and motor
oil, maintenance and repairs,
insurance, licenses, rental, and
airline and boat fares.

Public transportation Bus, taxi, mass transitfares,
and other public transportation
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TABLE III.1 (continued)

Category Composition

MedicalCare Healthinsurance,medical
services, prescription drugs, and
medical supplies.

PersonalCare Personalcare services(including
haircuts), personal care
appliances, rental and repair of
personal care appliances, and
other expenses.

Recreation

Reading Readingmaterials,including
books, magazines, and newspapers.

Entertainment Fees and admissions,televisions,
radios, sound equipment, and
other equipment and services.

Education Tuition,booksand supplies,and
other college and secondary
school expenses (daycare
excluded).

Other Expenses

Cash contributions Contributionsto charity,
educational institutions,
political and other
organizations, and gifts to
persons not in the consumer unit.

Retirementfunds Paymentsto social security,
private pensions, and other
retirement plans.

Occupational expenses Union dues, tools, uniforms,
association dues, licenses, and
permits.

Other Funeralexpenses,lifeinsurance,
miscellaneous finance charges,
and alcohol and tobacco.

aonly the basic monthly rate for one telephone is FSP-deductible. As a
result, a maximum of $120 ($10 per month) is placed on the reported tele-
phone fees that are included in a household's deductible fuel and utili-
ties expenditure category. Any remaining telephone expenses are included
in the non-deductible payments and utilities category.
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TABLE 111.2

AVERAGE ANNUAL EXPENDITURE LEVELS FOR URBAN HOUSEHOLDS

BY MAJOR EXPENDITURE CATEGORY: ANNUAL SAMPLE

(dollars)

All Households Low-Income Households

Higher Low- Non- Food Stamp Full-Year Part-Year

Total Income Income Participant Participant Participant Participant

Expenditure Categories

Total Expenditures $20,978 S23,180 $10,442 $11,996 $8,010 $6,587 $9,858

Food 3,205 3,406 2,248 2,330 2,119 1,980 2,298

Housing 5,768 6,257 3,425 3,834 2,705 2,432 3,245

Apparel 1,043 1,154 509 539 461 398 544

House furnishing 742 839 279 317 219 208 234

Transportation 4,534 5,087 1,889 2,362 1,150 687 1,752
Medical care 887 961 536 732 229 123 366

Personal care 184 202 98 114 71 55 92

Recreation 962 1,089 357 420 258 219 310
Education 238 264 117 168 37 30 47

Other expenses 3,413 3,921 985 1,180 679 456 969

Average Annual Income:

Including Food Stamp

Allotment $26,623 $28,404 $6,541 $6,458 $6,670 $6,015 $7,520

Excluding Food Stamps 24,553 28,396 6,171 6,458 5,722 4,750 6,984

Average Household Size 2.73 2.69 2.89 2.52 3.47 3.34 3.64

Sample Size

Weighted (lOOO) 71,247 58,926 12,321 7,517 4,804 2,714 2,090

Unweighted 4,419 3,668 751 453 298 162 136

SOURCE: Weighted tabulations from the annual analysis file from the 1982-83 Consumer Expenditure Survey.



non-essentialitems than on necessitiessuch as food, housing,and

clothing. For example, the higher-income households spend over three and a

half times more on transportation than low-income households but only one

and a half times more on food. On average, higher-income households spend

less than twice the amount that low-income households spend on necessities

but nearly triple the amount they spend on other items.

Important differences in expenditures are also present within the

low-income household group. Nonparticipant households spend nearly 50

percent more than food stamp households, even though their incomes,

inclusive of food stamps for the FSP participant households, are somewhat

smaller. Most of this additional spending goes towards the purchase of

non-essential items, since purchases of food, housing, and clothing by

nonparticipants exceed participants' spending on these necessities only by

25 percent. In fact, food expenditures are roughly the same across the two

1
groups.

A comparison of full-year with part-year participants reveals that

the expenditures of full-year participant households are by far the lowest

of any of the low-income household groups. Part-year participant expendi-

tures fall roughly in the middle between nonparticipant and full-year par-

ticipant spending, with total expenditures that are 50 percent more than

those of full-year participants and 20 percent less than those of

nonparticipants.

1As discussed in Chapter II, the food expenditures of participant
households may be understated because it is not clear whether respondents
included the value of food purchased with food stamps in their answers to
CEX interview questions on food purchases.
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Although the total expenditures of part-year participants are 50

percent higher than those of full-year participants, expenditures on food,

clothing, and shelter are only 25 percent greater. Total spending on other

items,however,is more than twice as large. Thus, part-yearparticipant

households, like nonparticipants, allocate more of their expenditures to

non-essential items than do households that are full-year food stamp recip-

ients.

Finally, Table III.2 reveals that, on average, low-income

households report expenditures which exceed their incomes. The excess is

greatest for nonparticipant households whose average expenditures exceed

average income by 85 percent. For participant households, average expendi-

tures are only 20 percent higher than income inclusive of food stamp bene-

fits (10 percent higher for full-year participants and 30 percent higher

for part-year participants). The difference in the income-expenditure

relationship between participant and nonparticipant households signals that

more fundamental differences between these households may be present.

2. Per Capita Expenditures

The size and age composition of low-income food stamp households

differ from those of other household groups (see Appendix 8). In turn,

these differences may contribute to differences in expenditure levels be-

tween these groups. To control for the impact of household size differ-

ences on expenditures, we calculate per capita expenditures. These figures

are displayed in Table III.3 for the major expenditure categories. One

should be aware that, although per capita figures adjust for household size

differences, differences in the age composition of household members which
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TABLE 111.3

AVERAGEPER CAPITA ANNUAL EXPENDITURESFOR URBANHOUSEHOLDS

BY MAJOREXPENDITURECATE_Y: ANNUAL SAMPLE

(dollars)

All Households Low-Income Households

Higher Low- Non- Food Stamp Full-Year Part-Year

Total Income Income Participant Participant Participant Participant

Expenditure Categories

Total Expenditures $9,137 $10,120 $4,435 $5,538 $2,708 $2,352 $3,171

Food 1,357 1,443 945 1,096 708 669 759

Housing 2,595 2,805 1,592 !,933 1,057 1,032 1,089

Apparel 440 493 188 224 131 115 153

House furnishings 314 358 104 131 62 56 68

Transportation !,901 2,155 684 925 305 178 470
Medical care 424 455 277 385 108 57 175

Personal care 81 89 42 53 24 20 31

Recreation 414 472 137 176 77 69 88

Education 85 91 54 82 8 5 13

Other expenses 1,526 1,758 413 532 227 151 326

Average Household Size 2.73 2.69 2.89 2.52 3.47 3.34 3.64

Sample Size

Weighted (1OO0) 71,247 58,926 12,321 7,517 4,804 2,714 2,090

Unweighted Sample Size 4,419 3,668 751 453 298 162 136

SOURCE: Weighted tabulations from the annual analysis file from the 1982-83 Consumer Expenditure Survey.



may affect expenditures--such as the presence of children--are not

accounted for. 1

Since the average household size of food stamp households in our

sample is larger than that for other households, the per capita figures

accentuate the differences between food stamp and non-food stamp household

expenditures. For example, low-income nonparticipant households spend 50

percent more than food stamp households, but over twice as much per

capita. Total expenditures on food for the two groups are nearly the same,

but per capita expenditures by nonparticipants exceed those of participants

by over 50 percent. Total expenditures on food, clothing, and shelter,

which are 24 percent higher for nonparticipants, are over 70 percent higher

per capita when compared with food stamp households.

Expenditure differences between full-year and part-year partici-

pants are somewhat smaller when measured on a per capita basis, since the

average household size of part-year participants in our sample is somewhat

higher. For instance, part-year participant households spend roughly $200,

or 10 percent, more per year per capita on food, shelter, and clothing than

do full-year households. The difference is $1,250, or 25 percent, when

measured in overall expenditure levels.

1Households with different characteristics, such as age composition,
clearly have different needs which are reflected in their expenditure
patterns. For instance, a couple with a teenager has a greater need for
food than does a single parent with two infants. Per capita calculations,
however, do not capture these need differences. Therefore, differences in
age composition between households which may affect expenditures are not
captured in Table III.3.
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C. HOW LOW-INCOME HOUSEHOLDS ALLOCATE THEIR EXPENDITURES

While actual and per capita expenditures are revealing, the

objective of this analysis is to gain information on how low-income house-

holds allocate their income across the major expenditure categories. For

example, what portion of their income goes towards the purchase of food and

housing, and how do these portions compare with those of other

households? With this information we can evaluate the potential impact of

the FSP on household expenditure patterns.

Unfortunately, the data reveal that a majority of low-income house-

holds report expenditures which exceed reported income. In addition, the

amount by which expenditures exceed income varies within the low-income

population and is larger for nonparticipant than participant households.

These factors make an analysis of how households allocate their income not

only difficult, but potentially misleading. For example, how do we inter-

pret income shares--the percentage of income spent on the various expendi-

ture categories--when the sum of the shares adds up to more than 100 per-

cent? Likewise, how do we compare income shares across household groups

when the sum of the shares within those groups is different?

As an alternative to income shares we rely on budget shares to

analyze how households allocate their expenditures. A budget share is the

portion of total expenditures spent on a particular expenditure category.

Budget shares can readily be compared across household groups, since

average budget shares within a group always sum to 100 percent.

1. Average Budget Shares

Table III.4 provides average budget shares on the set of major

expenditure categories for the seven household groups. On average house-
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TABLE 111.4

AVERAGEANNUAL BUDGETSHARES (EXPENDITURESAS A PERCENTOF TOTAL EXPENDITURES)

FOR URBANHOUSEHOLDSBY MAJOREXPENDITURECATEGORY: ANNUALSAMPLE

(percent)

All Households Low-Income Households

Higher Low- Non- Food Stamp Full-Year Part-Year

Total Income Income Participant Participant Participant Participant

Total Expenditures I00.0 IO0.O 100.0 I00.0 100.0 I00.0 lO0.O

Food 17.8 16.3 24.9 22.5 28.7 31.0 25.8

Housing 29.8 28.3 36.9 35.8 38.5 40.7 35.7

Apparel 4.7 4.8 4.5 3.9 5.4 5.7 5.1
Subtotal 52.3 49.4 66.3 62.2 72.6 77.4 66,6

House furnishings 3.2 3.4 2.1 1.9 2.4 2.6 2.1

Transportation 18.6 19,8 12.6 14.2 10.0 7.5 13,2

Medical care 5.0 4.8 5.8 7.4 3.3 2.2 4.8

Personal care 1.0 1.0 0,9 1.0 0.8 0.8 0.9

Recreation 4.3 4.5 2.8 2.8 2,8 2.9 2.7

Education 0.9 0.9 0.7 1.O 0.3 0.3 0.4

Other expenses 14.9 16.2 8.8 9.5 7.7 6.5 9.3

Sample Size

Weighted (1000) 71,247 58,926 12,321 7,517 4,804 2,714 2,090

Unweighted Sample Size 4,419 3,668 751 453 298 162 136

SOURCE: Weighted tabulations from the annual analysis file from the 1982-83 Consumer Expenditure Survey.



holds allocate roughly half of their expenditures to food, housing, and

apparel. However, this percentage is much larger for the low-income

groups, who allocate nearly two-thirds of their expenditures to these three

categories. Within the low-income population there are important

differences in the budget shares for food, housing, and clothing.

Nonparticipant households allocate only 62 percent of their expenditures to

these three necessities, whereas the budget share for these expenditures

among food stamp households is nearly 73 percent. Within the low-income

food stamp population, full-year participant households budget over 77

percent of their expenditures to these three categories, while part-year

participants behave more like nonparticipants and spend only two-thirds of

their expenditures on food, clothing, and shelter.

Because low-income households allocate a larger share of their

budgets to necessities such as food, clothing, and shelter than do higher-

income households, by definition they allocate less to other expenditure

items. Two categories in which low-income households have substantially

lower budget shares than higher-income households are transportation and

other expenses. Higher-income households allocate nearly one-fifth of

their expenditures to transportation, compared with less than 13 percent

for low-income households. Budget shares for transportation are even lower

for food stamp participants {10 percent) and are only 7.5 percent for full-

year participant households.

The differences in budget shares are just as dramatic for other

expenses, which include primarily retirement funds, insurance, and

occupational expenses. The average budget share for these expenses for

higher-income households is over 16 percent, compared with under 9 percent
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for low-income households. Food stamp households allocate under 8 percent

of their budget to these expenditures, and full-year participants only 6.5

percent.

2. The Distribution of Budget Shares for Food and Deductible Expenses

In order to provide a more detailed examination of the budget

shares of low-income households, this subsection analyzes the distribution

of budget shares for food and FSP-deductible expenses, including shelter

1
costs and medical care expenses.

Food Expenditures. Table III.5 contains the distribution of budget

shares for food for the various household groups. Differences in the

distribution of budget shares for food between the household groups reflect

differences in the average budget shares shown in Table III.4. For

instance, only 10 percent of the higher-income households have budget

shares for food which exceed 25 percent, compared with 36 percent of the

low-income nonparticipant households, 46 percent of the part-year

participants, and 57 percent of the full-year participant households.

Given these figures, it is not surprising to find that a substantial number

of food stamp households have high food expenditures relative to other

expenses. Over a quarter of the low-income food stamp households have

budget shares for food which exceed 35 percent. About a third of full-year

participants have such high relative food expenditures, compared with only

1We also intended to analyze dependent care expenses. However,
only 10 to 20 percent of the households in the various household groups
reported having these expenses. We felt that an examination of the
distribution of dependent care expenses with so few positive cases might be
misleading. For example, only 17 full-year food stamp participant
households reported positive dependent care costs.
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TABLE 111.5

AVERAGEAND DISTRIBUTION OF ANNUALBUDGETSHARESFOR FOOD

FOR URBANHOUSEHOLDS: ANNUALSAMPLE

All Households Low-Income Households

Higher Low- Non- Food Stamp Full-Year Part-Year

Total Income Income Participant Participant Participant Participant

Average Budget Shares for Food

Food, total 17.8 16.3 24.9 22.5 28.7 31.0 25.8

Food at Home 13.7 12.0 22.2 19.2 27.O 29.4 24.0

Food Away 4.0 4.3 2.7 3.3 1.7 1.6 1.8

Distribution of Budget Shares
for Food

O- 10_ 15.4 17.7 4.3 6.6 0.9 0.0 2.0

o 11 - 25 68.7 72.2 51.8 57.6 42.6 35.4 52.0

26 - 55 11.9 8.6 27.7 25.4 31.3 31.6 31.0

36 - 50 3.3 1.3 12.8 8.1 20.2 25.7 13.0

over 50 0.7 0.1 3.4 2.4 5.0 7.3 2.0

Median 16.3 15.3 23.7 21.0 27.0 28.4 24.1

Sample Size

Weighted (1000) 71,247 58,926 12,321 7,517 4,804 2,714 2,090

Unweighted 4,419 3,668 751 453 298 162 136

SOURCE: Weighted tabulations from the annual analysis file from the 1982-83 Consumer Expenditure Survey,



11 percent of the low-income nonparticipant group. These results should be

evaluated in light of the fact that food expenditures for food stamp

households may indeed be understated if some of these households did not

include the value of their food stamps in their reported food expenditure

amounts (see Chapter II for a discussion of this problem).

Deductible Shelter Costs. Table III.6 contains the average budget

shares and the distribution of budget shares for FSP-deductible shelter

costs.1 Comparing the average budget shares for these costs with those for

all housing costs, as listed in Table III.4, indicates that over three-

quarters of the housing costs are FSP-deductible shelter expenses. Roughly

two-thirds of the deductible expenses are budgeted to rent and mortgage

payments, with the remaining third used to cover fuel and utility costs.

Fuel and utility costs comprise a slightly larger share of shelter expenses

for the low-income groups.

Comparing the distribution of budget shares for deductible shelter

costs across the household groups reveals that 71 percent of the higher-

income households budget less than 25 percent of their expenditures to

shelter, while only 45 percent of low-income nonparticipant households, 43

percent of part-year participants, and 33 percent of full-year participants

have such a low percentage of their expenditures budgeted to shelter

costs. At the other end of the distribution, we find that a substantial

number of low-income food stamp participant households, especially full-

year participants, have extremely high budget shares for shelter costs.

1Deductible shelter costs include deductible shelter payments
(e.g., rent and mortgage payments) and deductible fuel and utility
expenses, as described in Table III.1.
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TABLE 111.6

AVERAGEAND DISTRIBUTION OF ANNUALBUDGETSHARES

FOR DEDUCTIBLE SHELTER EXPENSES FOR URBAN HOUSEHOLDS: ANNUAL SAI,4PLE

All Households Low-Income Households

Higher Low- Non- Food Stamp Full-Year Part-Year

Total Income Income Participant Participant Participant Participant

Average Budget Shares for
Deductible Shelter Expense5

Deductible Shelter, fotal 22.7 21.0 30.8 28.9 33.7 36.3 30.3

Rent & Hortgage Payments 15.8 14.0 18.9 17.3 21.4 23.2 19.2
Fuels and Utilities 7.8 7.0 11.8 11.5 12.3 13.1 11.1

Distribution of Budget Shares

for Deductible Shelter Expenses

0 - 10_ 11.8 13.2 5.0 6.5 2.7 2.9 2.4
11 - 25 54.2 57.8 37.1 38.3 35.3 30.8 41.2

26 - 35 20.0 19.2 24.0 26.4 20.2 20.0 20.5

36 - 50 10.3 8.0 21.1 20.8 21.6 18.3 25.9

over 50 3.7 1.7 12.9 8.1 20.3 28.1 10.0

Median 20.2 19.3 28.0 26.5 50.2 32.2 28.6

Sample Size

Weighted (1000) 71,247 58,926 12,321 7,517 4,804 2,714 2,090

Unweighted 4,419 3,668 751 453 298 162 136

SOURCE: Weighted tabulations from the annual analysis file from the 1982-83 Consumer Expenditure Survey.



Over 28 percent of the full-year participant households allocate more than

half of their expenditures to deductible shelter costs, compared with only

10 percent of the part-year participants, 8 percent of the low-income

nonparticipants, and less than 2 percent of the higher-income households.

Medical Care. Table III.7 contains information on the average

budget shares and the distribution of budget share for medical care. The

average budget shares are presented separately for households containing an

elderly or disabled member, who qualify for the medical care deduction

under the current food stamp regulations,and for nonelderly/disabled

households who cannot deduct medical care costs. Two conclusions can be

drawn from the average budget share figures in Table III.7 regarding

medical care expenditures: (1) low-income nonparticipant households

allocate substantially more of their expenditures to medical care than do

participanthouseholds,and (2) elderly/disabledhouseholdsallocate

substantially more to medical care than do households without elderly or

disabled members. Comparing part-year and full-year participant households

reveals that budget shares on medical care for part-year participants are

roughly midway between those of the higher nonparticipant shares and the

lower full-year participant shares.

An examination of the distribution of budget shares in Table III.7

shows that for most households medical care expenses consume only a small

portion of the household budget. More than half of all households in each

household group allocate less than 5 percent of their budgets to medical

care. The table also shows that a substantial number of food stamp

participants (26 percent) incur no medical costs over a year. The
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TABLE 111.7

AVERAGEAND DISTRIBUTION OF ANNUAL BUDGETSHARESFOR
MEDICAL CARE FOR URBANHOUSEHOLDS: ANNUALSAMPLE

All Households Low-Income Households

Higher Low- Non- Food Stamp Full-Year Part-Year

Total Income Income Participant Participant Participant Participant

Average Budget Shares for
Medical Care

Medical Care, total 5.0 4.8 5.8 7.4 3.3 2.2 4.8
o Households with Elderly 8.7 8.5 9.1 IO.O 6.7 4.3 9.9

or Disabled Member

o Other Households 3.0 3.1 2.6 3.6 1.5 I.O 2.2

Distribution of Budget Shares
for Medical Care

O_ 5.4 3.6 13.7 5.9 25.9 34.4 14.9
1 - 2.5 58.8 40.5 30.5 24.2 40.3 39.9 40.8

2.6 - 5 22.9 23.7 19.2 22.0 14.8 11.1 19.5

6 - 10 18.9 19.2 17.2 20.9 11.5 I1.1 12.0

11 - 20 9.9 9.1 13.6 19.6 4.4 2.7 6.5

over 20 4.1 3.8 5.8 7.5 3.1 0.8 6.2

Median 2.9 2.9 5.2 4.8 3.8 0.6 2.0

Sample Size

Weighted (1000) 71,247 58,926 12,321 7,517 4,804 2,714 2,090

Unweighted 4,419 5,668 751 453 298 162 136

SOURCE: Weighted tabulations from the annual analysis file from the 1982-8] Consumer Expenditure Survey.



percentage with no medical costs is even higher for full-year participant

households {34 percent).

Although medical care costs tend to be small for most households, a

significant number of households in all household groups have medical care

costs which consume a large portion of their budget. About 14 percent of

all households have budget shares for medical care which exceed 10

percent. The percent of households with such high medical costs is larger

for low-income households (19 percent) than for higher-income households

(13 percent). However, this difference is due solely to the medical

expenditures incurred by low-income nonparticipants, since few participant

households allocate more than 10 percent of their expenditures to medical

care. Over 27 percent of the low-income nonparticipant households have a

medical care budget share which exceeds 10 percent, compared with only 13

percent of part-year participants and less than 4 percent of full-year

participant households.

Differences in the characteristics of low-income participant and

nonparticipant households may explain their differences in budget shares

for medical care. Elderly households are more likely to incur medical

costs, and over half of the nonparticipant households (56 percent) contain

an elderly member, compared with only 26 percent of the participant

households (see Table B.1 in Appendix B). In addition, food stamp

participants are much more likely to be receiving public assistance (45

percent vs. 2 percent of the nonparticipants) and, in turn, are more likely

to be covered by Medicaid.
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D. INVESTIGATION OF THE EXPENDITURE-INCOME RELATIONSHIP

In this section we investigate the observed relationship between

total expenditures and income and attempt to explain why a majority of

low-income households in our sample report expenditures which exceed their

incomes. 1 In particular, we are concerned with determining why nonpartici-

pant household spending exceeds income to a greater degree than the spend-

ing of participant households.

Table III.8 presents the distribution of total expenditures as a

percentage of income (including food stamps). About 36 percent of all

households report expenditures which exceed their income, with the median

household spending 87 percent of its income. Among the higher-income

households, only 29 percent report expenditures greater than income and the

median household spends only 82 percent of its income. The relationship is

quite different for low-income households in which the median household

spends 123 percent of its income and nearly 70 percent of the households

report total expenditures greater than income.

Within the low-income subgroup, the median values of the variable

are 137 percent for nonparticipant households, 120 percent for part-year

participant households, and 105 percent for full-year participants.

Roughly 75 percent of nonparticipant households report expenditures that

lin our discussion of budget shares in the previous section, we
focused on the mean as the measure of central tendency. Since there are
relatively few or extremely large outliers (the budget share, by
definition, ranges from 0 to 1), the mean and median budget shares were
generally quite similar. However, the mean appears to be a less meaningful
measure of central tendency for the ratio of expenditures to income,
because the mean is sensitive to the presence of a relatively few cases
with high expendituresand low income (i.e.,a very high-expenditure/income
ratio). Consequently,the discussionof the expenditure/income
relationship focuses on the median as a measure of central tendency.
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TABLE 111.8

DISTRIBUTION OF TOTAL EXPENDITURESAS A PERCENT

OF INCOME(INCLUDING FOODSTANPS) FORURBANHOUSEHOLDS; ANNUALSAMPLE

(percent)

All Households Low-Income Households

Total Expenditures as a Percent Higher Low- Non- Food Stamp Full-Year Part-Year

of Income (incl. Food Stamps) Total Income Income Participant Participant Participant Participant

0 - IOO_ 63.5 70.5 30.6 25.4 37.4 44.5 28.2

lO0 - 125 16.2 15.1 21.5 17.6 27.6 27.9 27.3

125 - 150 7.9 7.0 12.6 13.4 11.3 11.1 11.5

150 - 200 6.2 4.6 13.8 15.6 I1.1 6.7 16.8

Greater than 200 6.2 2.9 22.0 28.0 12.6 9.8 16.2

Cases with zero

Income (incl. food stamps) 0.1 0.1 0.4 0.6 0.0 0.0 0.0

First Quartile Value a 68.2 65.7 94.8 99.4 88.8 85.8 95.8
Median 86.6 81.8 123.1 137.3 109.9 105.1 119.8

Third Quartile Value 116.4 106.3 185.3 222.9 145.5 132.7 172.5

Sample Size

Weighted (1000) 71,247 58,926 12,321 7,517 4,804 2,714 2,090

Unweighted 4,419 3,668 751 453 298 162 136

Source: Weighted tabulations from the annual analysis file from the 1982-83 Consumer Expenditure Survey.

afar purposes of computing the quartile values, cases with zero income were counted as very large positive observations.



exceed their income, compared with 72 percent of the part-year participants

and 55 percentof the full-yearparticipants. These resultsare consistent

with those in Table III.2, which indicated that nonparticipant households

reported expenditures which exceeded income to a greater degree than did

the expenditures of food stamp participants--especially when compared with

full-year participant households.

At least three reasons might explain why a household°s expenditures

exceed its income: {1) incomeis underreportedand/orexpendituresare

overreported;(2) the householdis using other sources,includingfinancial

and non-financial assets and loans, to finance current-period expenditures;

and (3) the way expenditures are recorded in the CEX may overstate current-

period outlays--for example, the full price of a new car purchase is

recorded as an expense, regardless of how the purchase was financed. Of

the above reasons,the first one, incomeunderreportingand/or expenditure

overreporting, is potentially the most important. The second and third

reasons may explain why a few households have expenditures which exceed

income, but are unlikely to explain the systematic reporting of

expenditures which exceed income in the low-income sample.

Income Underreporting. Respondents to the CEX are asked a series

of detailed questions about whether they received income from various

sources, and, if so, the amount of income from each source. We have not

identified any methodological work that has directly examined the accuracy

of income reporting in the CEX. However, the CEX income questions are

quite similar in both structure and content to analogous questions on the

CPS, and published information pertaining to the CPS, is available. Since

the income questions on the two interviews are similar, the published

information on the CPS probably provides some useful insights.
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Information on estimates of money income from the CPS indicates

that, overall, the CPS underestimates money income relative to an

independent estimate by about 10 percent. 1 The divergence of individual

components of income from the corresponding independent estimate is

considerable. Wages and salaries from the independent source match the CPS

estimates closely. However, estimates of unearned income differ by a

larger percentage. For example, CPS estimates of AFDC were only 76 percent

of the independent estimate; CPS estimates of Social Security were 92

percent; and estimates of SSI were 82 percent.

To the extent that the type of underreporting of income found in

the CPS carries over to the CEX, the above data have two important implica-

tions for our analysis. First, the incomes of low-income households are

likely to be understated relative to higher-income households because

low-income households generally receive a larger share of their total

incomes from such sources as transfer income for which underreporting is

most severe. Second, assuming that low-income households save little if

any of their income, expenditures will exceed reported income on average.

Thus, the information on income underreporting in the CPS is consistent

with the observed relationship between expenditures and income in our

sample of low-income households in the CEX.

Although underreporting of income may explain why the expenditures

of low-income households exceed their reported income, it does not explain

1Information about underreporting in the CPS is from Appendix C, in
Characteristics of Households and Persons Receiving Selected Noncash
Benefits: 1983, Current PopulationReport,Series P-60, No. 148, Bureau of
the Census. The appendix on underreporting does not indicate the source of
the independent estimates of money income.
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why the excess is greater among nonparticipanthouseholds. This is

especiallytrue given that participanthouseholdsin our sample receivea

higher percentageof their incomefrom sourcesthat tend to be

underreported(e.g.,transfer income). One possibleexplanationis that

nonparticipanthouseholdsare more likelyto be recentlyand/or temporarily

poor--that is, they have experienced a recent drop in their incomes due,

for instance, to unemployment. As a result, they have not adjusted their

spending downward to reflect their current income, either because they

expect their income to increase shortly or because they are committed to

certain expenditures which they cannot reduce in the short-term (e.g.,

mortgage or rent payments). In either case, these households are more

likely than the long-term poor to spend more than their current income

through borrowing, the spending down of financial assets, or the sale of

non-financial assets.

Because the CEX does not contain historical income data, it does

not permit us to determine whether nonparticipant households are more

likely than participant households to have recently experienced a decline

in their income. However, the CEX does provide information on liquid

assets and debts at the beginning and end of the year to which the annual

income and expenditure information refer. With this information we can

investigate the relationship between the ratio of expenditures to income

and changes in household assets or debt. That is, were there a significant

number of low-income households who reported expenditures that exceeded

income and who experienced a significant decline in assets or an increase

in household debt over the year? If this relationship appears stronger for

nonparticipant households, it could explain in part the greater degree to
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which expendituresexceeded incomefor these householdsand would be con-

sistentwith the hypothesisthat these householdshave experienceda recent

decline in income,since they are spendingdown assets and borrowingmoney

to finance current expenditures.

Only about 25 percent of FSP participants reported assets, and only

5 percent reportedassets that exceeded$500. Just less than 40 percentof

low-incomeFSP nonparticipantsreportedassets,and 15 percentreported

assets that exceeded$500. (The incidenceof missing informationon assets

was much higher among nonparticipants--29percentversus 6 percentamong

participants.)

Our investigation of changes in household debt and liquid assets

revealed that the low-income nonparticipant households were more likely

than participanthouseholds,especiallyfull-yearparticipants,to

experience a substantial increase in debt or decrease in assets over the

previous year. About 12.5 percent of nonparticipant households reported an

increase in debt of $500 or more, compared with 9 percent of participants

and only 8 percentof full-yearparticipants. For assets,the difference

was even larger. Seven percent of the nonparticipant households who

reported their asset amounts experienced a decline in asset balances of

$500 or more.1 Less than I percentof food stamp participantsand no full-

year participants reported such changes.

Given that nonparticipant households were more likely to experience

an increase in debt or a decrease in liquid assets, we wanted to determine

1Recall from Chapter II that about 16 percent of the nonpartic-
ipants and 6 percent of participants failed to report their asset balances
in the CEX.
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whetherthese changeswere relatedto their expendituresas a percentof

current income. To do so, we examinedthe percentageof householdswith

high expendituresrelativeto incomewho experienceda substantialchange

in assets or debt. Of those nonparticipanthouseholdswith expenditures

that exceeded incomeby 150 percentor more, nearlyone-fifth (19 percent}

reported an increasein debt of more than $500, and 12 percenthad a

decline in assets of over $500. Conversely,of the food stamp households

whose expendituresexceeded incomeby 150 percentor more, only 10 percent

had a comparableincreasein debt, and 2 percenta decline in assets.

These results suggestthat greaterborrowingand spendingdown of assets by

nonparticipanthouseholdsmay explainin part why these householdsreport

expenditureswhich exceed their incometo a greaterdegree than low-income

food stamp householdswho borrow less and have lower levelsof financial

assets availableto supplementcurrentexpenditures.
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APPENDIXA

ANALYSIS FILE CONSTRUCTION
AND METHODOLOGY





In this appendix,we describe the sample selectionfor the annual

and quarterlyanalysisfiles,the contentof these files {includingthe

listof expenditurevariables,and the methodologyused to determinethe

low-incomesubsamples).

A. SAMPLE SELECTION

Table A.1 illustratesthe rotation group structureof the 1982-83

CEX QuarterlyInterviewSurvey and the selectionprocessused to develop

the quarterlyand annual analysisfiles. The quarterlyanalysisfile

contains information on consumer units who completed their fifth interview

in one of the nine quarterson the CEX InterviewSurvey. These nine inter-

views are circled in Table A.1. About 10,300 householdsare contained in

the quarterlyfile. Of these, approximately6.2 percent, or 642 house-

holds,reportedreceivingfood stamps in the three months precedingtheir

fifth interview.

The sample selection process for the annual file is more

complicatedbecausethat file is restrictedto householdswhich completed

four interviewsduring the course of the 1982-83CEX. One of two reasons

explain why a household would be excluded from the annual analysis file:

(1) all of its four interviewsare not containedin the 1982-83CEX or (2)

it failed to completefour interviewsand was dropped from the sample.

Table A.1 shows that only those householdsin one of the six

completerotationgroups on the 1982-83CEX {rotationgroups A - F) are

eligiblefor inclusionin the annual file. Those CEX householdswho were

not in one of these rotationgroupscould not be includedin the annual

file becauseonly a subset of their four interviewsare containedin the

1982-83InterviewSurvey. The exclusionof these householdspresents no
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TABLE A.1

STRUCTUREOF 1982-83CEX QUARTERLYINTERVIEWSURVEYAND
SAMPLE SELECTION PROCESS FOR ANALYSIS FILES

Year and Quarter
1982 1983 1984
First Second Third Fourth First Second Third Fourth First

[2 RotationGroupA_3 4 ,2 RotationGroupE(_3 4 2

RotationGroupD Q
3 4 12 3 4 2 3

(_ RotationGroup C G
4 12 3 4 2 3 4

RotationGroup B /_ RotationGroup F

5 12 3 4 {_]) 12 3 4 LLY
Notes:

1, The table illustrates interview numbers of the interviews contained in the
1982-83 CEX. Each of the nine quarters contains one each of interviews 2 to 5.

2. Circled interview 5's are those fifth interviews extracted for inclusion in the
quarterly analysis file.

3. The boxed sets of interviews represent the six complete rotation groups that are
represented in the annual analysis file. To be included in that file a consumer
unit from a particular rotation group had to complete all four interviews.



sample selectionproblemsfor our analysis,since there are no systematic

reasons associated with household characteristics that determine their

exclusion from the annual file.

Exclusion because of failure to complete four interviews (when the

opportunity exists), however, may not be random and may influence our

results. BLS reports that the primary reason that households fail to

complete four interviews is that they moved from their first interview

address. Because the CEX samples addresses and not households, movers are

dropped from the survey and are underrepresented in the annual file

sample. To determine the amount of attrition from the sample from requir-

ing that four interviews be completed, we compared the number of households

in the six complete rotation groups which completed their second interview

with the number who completed their second through fifth interviews and are

included in the annual file. About 73.5 percent (4,958 out of 6,749) of

the households completed all four interviews. The completion rate was

slightly higher for those householdswhich reported food stamp receipt in

their second interview. Among these food stamp households, 386 out of 503,

or nearly 77 percent, are on the annual file.

B. CONTENT OF ANALYSIS FILES

The analysis files consist of (1) income, assets, and household

characteristic data drawn directly from the CEX; (2) household characteris-

tic variables created from information provided on the CEX, such as elderly

and disabled member variables; and (3) categorical expenditure variables,

which are created by grouping together related expenditures which are re-

ported in the survey. In this section, we describe how key characteristic
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variables were created and the content of the expenditure variables

contained on the analysis files.

1. Household Characteristics

The majority of household characteristic variables on the analysis

files were drawn directly from the family-level data contained in the

CEX. However, a number of summary variables were created from CEX

member-level data {i.e., separate data on the characteristics of each

consumer unit member). The summary variables include information on the

age distribution of household members, participation in school lunch

programs, participation in SSI and Social Security, college enrollment, and

armed forces status.

Two sets of these variables are of particular importance in this

study--age distribution and participation in SSI and Social Security.

These variables are used to determine the presence of elderly and disabled

members in the household. Because FSP regulations for eligibility deter-

mination and allowable deductions from gross income are somewhat different

for households with elderly or disabled members, it is important that we

properly identify these households in our sample.

The Food Stamp Program defines an elderly person as someone who is

60 years of age or older. We determine the presence of an elderly person

with constructed variables on the number of males and females in the con-

sumer unit who are age 60 or older at the fifth interview. This is an

end-of-year measure of elderly in the annual file.

The analysis files contain two variables which we use to determine

the presence of nonelderly, disabled persons in the household: (1) the

number of household members younger than age 60 who receive SSI and {2} the
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numberof householdmembersyounger than age 60 who receiveSocial Security

and report not working due to illness or disability. Information on other

categories of disability status, such as veterans' benefits from a service-

connected disability, are not available in the CEX. However, the two vari-

ables described above identify what are by far the two most important cate-

gories of disability status as defined under FSP regulations.

2. Expenditure Variables

The CEX contains expenditure information on approximately 500

separate types of household expenditures. Each expenditure is identified

by a unique universalclassificationcode (UCC). These expenditureswere

categorized to create 75 expenditure variables which are contained in the

analysis files. Table A.2 lists these categorical variables by variable

name, a description of the expenditures included in each category, and the

UCCs used to create each variable. Table A.3 shows how the categorical

variables were aggregated to form the "major expenditure" categories

described in the text.

C. DETERMINATION OF THE LOW-INCOME SUBSAMPLE

As described in Section C in Chapter 1I, we applied both an annual

gross income screen set at 130 percent of poverty and a liquid assets test

to determine the low-income subsample in our analysis. In this appendix,

we describe these tests in more detail and discuss how they might lead to

an imprecise measure of the food stamp eligible population.

Using an annual gross income screen does not allow us to

distinguish between households that are eligible the entire year and

households that are only part-year eligibles. Evidence of turnover in the
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TABLE A.2

EXPENDITUREVARIABLESCONTAINEDIN ANALYSIS FILES

Universal Classification

Variable Name Description Codes (UCC)

TDEBTIST* Totalamountowed by consumer 006001
unit at first interview

TDEBTSTH* Totalamountowedat fifth 006002
interview

FOODHOME Foodpurchasedfor homeuse 790220-790230

FOODAWAY Foodawayfromhome 190901-190904,790410,
790430

OWNDMORT Owned dwelling: FSP-deductible 210901,220311
mortgage interest payments

OWNDMRT2** Owned dwelling: FSP-deductible 830201
reduction in mortgage principal

OWNDPROP Owned dwelling: FSP-deductible 220211
property taxes

OWNDINSR Owneddwelling: FSP-deductible 220111
insurance

OWNDASMT Owned dwelling: FSP-deductible 840101
special assessments

RENTDEDX Rented dwelling: FSP-deductible 210110
rent

SHLTDURX Shelter: Durableexpenses 23011-230116,230119-
(e.g.,construction) 230123,230141-240323,

320611-320633,790600,
790690, 990901-990950

SHLTCAPL Shelter: Capital improvements 220512, 220513,220611,
220615

SHLTOPRP Shelter: Expenseson other 790610-790640
properties

SHLTINSR Shelter: Non-deductibleinsurance 220112-220122,350110
payments
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TABLE A.2 (continued)
Page 2

Universal Classification
VariableName Description Codes(UCC)

SHLTPROP Shelter: Non-deductible property taxes 220212

SHLTMORT Shelter: Non-deductiblemortgage 210902, 220312, 220321,
interestpayments,ground rent 220322

SHLTMRT2** Shelter: Reduction in non-deductible 790920, 830202
mortgage principals

SHLTSPMP** Shelter: Non-deductiblespecial 790910, 830101, 830102
mortgagepayments

SHLTASMT Shelter: Non-deductiblespecial 840102
assessments

SHLTOTHR Shelter: Other non-deductible 210210, 210310,220901,
expenses 220902,340911,340912

FUELOIL Utilities: Fuel oil, deductible 250111,250112

BTLDGAS Utilities: Bottledgas, deductible 250211, 250212

COAL Utilities: Coal, deductible 250221,250222

WOOD Utilities: Wood & other fuels, 250901,250902
deductible

ELECTRIC Utilities: Electricity,deductible 260111,260112

NATURGAS Utilities: Naturalgas, deductible 260211,260212

TELEPHON Utilities:Telephoneservice 27000

UTILOTHR Utilities: Other deductible 270211,270212,270411,
utilities 270412,270901,270902

UTILNDED Utilities: Non-deductible utilities 250113, 250114, 250213,
250214, 250223, 250224,
250903, 250904, 260113,
260114, 260213,260214,
270213, 270214, 270413,
270414,270903, 270904

BABYSITT Dependentcare: Babysitting, 340210
deductible

CAREELD Dependentcare: Care for elderly; 340906
deductible

DAYCARE Dependentcare: Day care expenses; 670310
deductible

HHOPSERV HouseholdOperations: Services 330511,340310-340420
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TABLE A.2 (continued)
Page 3

Universal Classification
VariableName Description Codes(UCC)

340520, 340530, 340903

HHOPMOVE HouseholdOperations:Moving 340510
expenses

HHOPREHT Household Operations: Rentals 340907, 340908, 990900,
340901, 340904

HHOPREPR Household Operations: Repairs 340620, 340630

HHFRFURN Household Furnishings: Furniture 290110-290440, 320901

HHFRAPPL Household Furnishings: Appliances 230117, 230118, 300111-
300412

HHFPCOMP Household Furnishings: Computers, 690110-690230
etc.

HHFRCAPL Household Furnishihgs: Capital 220511, 220612, 220613,
improvements 220614

HHFROTHR HouseholdFurnishings: Other 230131, 230132,280110-
householdfurnishings 280900,320110-320522,

320902-320904, 430130,
690241-690245

APRLDEDX Apparel:Uniforms 360901,380902

APRLCLTH Apparel: Clothing 360110-360512,360902-
380901, 380903-420120

APRLWTCH Apparel: Watchesand jewelry 430110,430120

APRLSERV Apparel:Services 440110-440900

TRANVEHQ Transportation: New and used non- 450110, 450210, 450220
recreational vehicle purchases 460110, 460901-460903

TRANREPR Transportation:Repairs 490110-490311,490313-
490900

TRANFINC Transportation: Finance charges 510110-510902,850300

TRANREDC** Transportation:Reductionof 850100
principal on vehicular loans

TRANFARE Transportation: Airline and ship 530110,530901
fares

TRANRECV Transportation: Recreational vehicle 600110-600122, 600131-
purchases 600132
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TABLE A.2 (continued)
Page 4

Universal Classification
VariableName Description Codes(UCC)

TRANRNTL Transportation: Vehicle rentals 520511-520522,520902-
520907, 620902, 620906,
620907

TRANPUBL Transportation: Public transpor- 530210-530510,530902
tation

TRANOTHR Transportation: Other expenses 470111-480211,490312,
500110, 520110-520410,
520530-520901

MEDCDEDX Medical Care: Deductibleexpenses 540000-580902

READING Recreation: Readingmaterials 590110-590230,660310

ENTRTVS Entertainment: TV's, other durable 310110-310210,310230-
goods 310330

ENTROTHR Entertainment: Other expenses 270310,310341-310343,
340610, 340902, 340905,
600210-620420, 620903-
620905, 620908, 620912,
310220

PERSCARE PersonalCareExpenses 640130-650900

CLLGBOOK Education:Collegebooks 660110

CLLGTUIT Education:Collegetuition 670110

OTHRTUIT Education: Other tuition, excluding 670210, 670901
day care

EDUCOTHR Education: Otherexpenses 660210,660900,670902

MISCFNRL Miscellaneous: Funeral expenses 680140,680901

MISCLIFE Miscellaneous:Life insurance 700110

MISCOINS Miscellaneous: Other non-health 002120
insurance

MISCFINC Miscellaneous: Finance charges, non- 710110
vehicle

MISCALCO Miscellaneous: Alcoholic beverages 200900, 790310, 790320,
790420

MISCTOBA Miscellaneous: Tobacco and supplies 630110, 630210

MISCOTHR Miscellaneous: Other expenses 680110,680210, 680220,
(e.g.,legalfees) 680902
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TABLE A.2 (continued)
Page 5

Universal Classification

VariableName Description Codes(UCC)

MISCCASH*** Miscellaneous: Cash contributions 800801, 800810-800860

MISCGOVR Miscellaneous: Government retirement 800910

MISCRRR Miscellaneous: Railroadretirement 800920

MISCPPEN Miscellaneous: Privatepension 800931

MISCSERP Miscellaneous: Self-employment 800932
retirement plan

MISCSSEC Miscellaneous:SocialSecurity 800940
payments

MISCOCCX*** Miscellaneous: Deductible occupa- 900001
tional expenses

INKNDPMT* In-kindpayments: Food,rent 800700,800710

AMTBORR* Amountborrowed 850200

TRIAVEHQ* Trade-in allowance: Vehicles 450116, 450216,450226,
460116, 460907, 460908

TRIARECV* Trade-in allowance: Recreational 600127, 600128, 600137,
vehicles 600138

REIMVEHQ* Reimbursements:Vehicles 860100,860200,860500

REIMRECV* Reimbursements: Recreational Vehicles 860300, 860400, 860600,
860700

NOTE: Each Universal Classification Code referes to a separate expense
reported on the 1982-83 CEX Quarterly Interview Survey.

*Variable is not an expense

**Variable is coded as negative and is multiplied by -1 to get an expense

***Expense is collected only at the fifth interview and refers to expenses
incurred during the previous year.
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TABLE A.3

COMPONENTS OF MAJOR EXPENDITURE CATEGORIES

Category VariableList

Food FOODHOMEFOODAWAY

Housing
Deductible Shelter Payments OWNDMORT OWNDPROP OWNDINSR

OWNDASMT OWNDMRT2a RENTDEDX

Deductible Fuel and Utilities FUELOIL BTLDGAS COAL
WOOD . ELECTRIC NATURGAS
TELEPHOND UTILOTHR

Non-deductible Payments and
Utilities SHLTINSR SHLTPROP SHLTMORT

SHLTOTHR SHLTASMT SHLTOPRP
SHLTMRT2a SHLTSPMPa UTILNDED
TELEPHON _

DependentCare BABYSITT CAREELD DAYCARE

Shelter,durables SHLTDURX SHLTCAPL

HouseholdOperations HHOPSERV HHOPMOVE HHOPRENT
HHOPREPR

Apparel APRLDEDX APPRLCLTHAPRLWTCH
APRLSERV

HouseFurnishings HHFRFURN HHFRAPPL HHFRCOMP
HHFRCAPL HHFROTHR

Transportation
VehiclePurchases TRANVEHQ TRANRECV

Other VehicleExpenses TRANREPR TRANFINC TRANFARE
TRANRNTL TRANREDCa TRANOTHR

PublicTransportation TRANPUBL

MedicalCare MEDCDEDX

PersonalCare PERSCARE
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TABLE A.4 (cont'd)

Category VariableList

Recreation

Reading READING

Entertainment ENTRTVS ENTROTHR

Education CLLGBOOK CLLGTUIT OTHRTUIT
EDUCOTHR

Other Expenses
Cash Contributions MISCCASH

RetirementFunds MISCGOVR MISCRRR MISCPPEN
MISCSERP MISCSSEC

Occupational Expenses MISCOCCX

Other MISCFNRL MISCLIFE MISCOINS
MISCFINC MISALCO MISCTOBA
MISCOTHR

aThese variables are counted as reductions in debt (increases in assets) by
BLS and are entered as negative amounts on the public-use files. To obtain
the expenditure they are multiplied by -1.

bOnly the basic monthly rate for one telephone is FSP-deductible. As a
result, a maximum of $120 ($10 per month) is placed on the reported
telephone fees that are included in a household's deductible fuel and
utilities expenditure category. Any remaining telephone expenses are
included in the non-deductible payments and utilities category.
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Food Stamp Program indicates that the number of part-year eligible house-

holds is not inconsequential (see Cart et al., 1984). Even if the screen

we use to determine eligibility correctly classifies all households who

were eligible the entire year, some part-year eligibles will be classified

as eligible and others as ineligible. Picking an appropriate gross annual

income cutoff is therefore somewhat arbitrary. At a minimum, we want to

properly classify all households which were eligible or ineligible the

entire year.

The gross monthly income cutoff for FSP eligibility is 130 percent

of poverty. We considered relaxing this criterion somewhat so that

part-year eligibles would more likely be counted as eligible households.

However, we found that raising this percentage to 150 percent of poverty

greatly increased the number of eligible nonparticipants relative to the

eligible participant group. This had the effect of increasing the relative

incomes of the nonparticipant group, which were already higher on average

than participant incomes under the 130 percent cutoff. For this reason, we

decided that a gross annual income cutoff set at 130 percent of poverty was

the most appropriate for determining eligibility. Table A.3 lists the

number of households passing the gross income screen by food stamp partic-

ipant status.

The second screen we applied to determine eligibility is based on

liquid assets data collected in the household's fifth interview. These

data include information on balances held in checking accounts, savings

accounts, and U.S. Savings Bonds and the estimated market value of stocks,

bonds, and mutual funds held on the last day of the month preceding the

fifth interview. Information on the amount held in these accounts as of a
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1
year prior to the month preceding the fifth interview is also provided.

As discussed earlier, information on the value of countable non-liquid

assets held by the household, such as vehicles, is not provided in the CEX.

The asset screen used to determine eligibility is based on the

screen in effect in 1982 and 1983 when the survey was conducted. This

screen required that the assets of households not exceed $1,500. The screen
2

was set to $3,000 for elderly households with two or more members. We

apply the screen in a like manner to determine eligibility in our sample.

Because we are determining eligibility on an annual basis, we require that,

to be ineligible because of assets, the household had to {1) report its

asset amounts at both the beginning and end of the year and {2) have both

of these amounts exceed the appropriate limit. If the household failed to

report its assets or if only one of the two assets values exceeded the

screen, then the household did not fail the assets test {i.e., is not con-

sidered ineligible due to assets for this analysis). The purpose here is

to error on the safe side and not misclassify eligible households because

of a stringently applied assets screen. The figures in Table A.4

illustrate the impact that the assets screen has on eligibility status in
3

our sample.

1
The information on the previous year's balances are provided by

answers to questions which ask the respondent to report differences in the
amounts held in the asset accounts as of the last day of the previous month
compared with the amounts held a year ago last month.

2
The asset screen was modified in the Food Security Act of 1985 so

that elderly individuals living alone would be allowed to have countable
resources up to $3,000, and nonelderly households would be allowed assets
up to $2,000.

3
In the quarterly file, the asset screen was applied only to assets

held as of the last day of the month preceding the fifth interview.
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TABLE A. 4

SAMPLESELECTION AND S/_PLE SIZES BY HOUSEHOLDGRO_

QUARTERLYAND ANNUALANALYSIS FILES

quarterly Analysis File Annual Analysis File

All Non-FSP FSP AIl Non-FSP FSP Full-year Part-year

Households Participants Participants Households Participants Participants Participants Participants

Number Pct Number Pct Number Pct Number Pct Number Pet Number Pct Number Pct Number Pct

Tota) Number of Households 10,303 100.0% 9,661 100.0% 642 100.0% 4,958 100.0% 4,572 100.0% 386 100.0% 184 100.0% 202 100.0%

o with Complete 8,885 86.2 8,292 85.9 593 92.4 4,419 89.1 4,058 8a.8 361 93,5 173 94.0 188 93.1

:_ income reported

Ln

o and who passed 2,093 20.3 1,572 16.3 521 81.2 867 17.5 567 12.4 300 77.7 163 88.6 137 67,8

gross annual income

screen

o and who-passed 1,787 17.3 1,268 13.I 519 80.8 751 15.2 453 g.g 298 77.2 162 88,0 136 67.3

assets test (FSP-

eligible households)

Note: Figures in table represent unweighted counts and percentages.



There are two furtherpoints that should be made regardingthe

figures in Table A.4. First, somewhatmore than 10 percent of the
1

householdsin both analysisfiles have incompletereported incomes. As a

result,these householdsare excludedfrom the analysis. One concern is

that these excluded householdshave differentcharacteristicsand expendi-

tures than complete incomereporters. Resultsfrom the 1982-83 Interview

Survey (see U.S. Departmentof Labor, 1986, Table 1) indicatethat this is

not the case. The characteristics and expenditures of the CEX sample

appear to be nearly identicalregardlessof whether or not incomplete

incomereportersare included in the calculations.

The second point is that nearly 17 percentof food stamp households

with complete incomesare determinedto be FSP-ineligible. The majority of

these householdsare "ineligible"becausethey fail the gross annual income

screen. Some of these households may be misclassified as ineligible due to

income misreporting, but others may be ineligible because eligibility is

being determined at the annual level, while food stamp participation is

based on quarterly receipt. If households are not receiving food stamps

for the entire year, then they may fail the annual income test even though

they were eligible during the period in which they were on the program.

The importance of part-year participation as an explanation for the

classificationof FSP participantsas ineligibleis illustratedby com-

1
The distinctionbetween completeand incompleteincomereporters

is generallybased on whether the respondentprovided values for major
sources of income, such as wages and salaries, self-employment income, and
socialsecurity income. Complete incomereportersneed not provide a full
accounting of all income from all sources. Across-the-board zero income
reportingis designatedas invalid,and the consumerunit is categorizedas
an incomplete income reporter.
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paring differences between full-year and part-year participants in the

percent who fail the gross income screen. About 94 percent of full-year

participants {163 out of 173) pass the gross annual income test; however,

less than 73 percent (137 out of 188) of part-year participants do. There-

fore, most of the recipients who are classified as ineligible are those who

did not receive food stamps for the entire period over which their income

was measured.

In this report, the low-income food stamp participant population is

defined as those households who received food stamps and who passed the

gross income and assets screens. Some food stamp households were

identified as ineligible, and these were excluded from the analysis in

order to ensure comparability with the low-income-nonparticipant households

which were also subjected to these tests. This is unavoidable given that

income and eligibility are measured on an annual and not a monthly basis.

The noneligible food stamp group consists primarily of part-year recipients

who may be less poor and only in temporary need of assistance.
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APPENDIX B

EXAMINATION OF THE CHARACTERISTICS OF
THE ANNUAL ANALYSIS FILE SAMPLE





Section D in Chapter II contains a summary of our examination of

the characteristics of the CEX annual file sample. This appendix contains

a detailed analysis of these characteristics. The appendix is organized

into three sections. In Section A, we compare the characteristics of

several subgroups in the Consumer Expenditure Survey annual analysis

sample. In Section B we compare the characteristics of our CEX sample with

the characteristics of the U.S. population, as measured through the March

1984 Current Population Survey. In Section C, the characteristics of FSP

participants in the CEX sample are compared with the characteristics of the

national FSP caseload in February 1983, as measured through the national

quality control data.

A. CHARACTERISTICS OF SUBGROUPS IN THE CEX SAMPLE

The analyses in Chapters III and IV are organized around

comparisons among several groups. First, we compare the expenditures of

low-income households that meet the eligibility criteria for the Food Stamp

Program, based on their annual income and liquid assets, with the

expenditures of households that fail to meet these criteria. Second,

within the low-income subgroup, we compare the expenditures of households

that participated in the Food Stamp Program with the expenditures of

households that did not participate in the FSP. Third, we compare the

expenditure behavior of households that reported receiving food stamps

during all 4 quarters in which they were in the sample (full-year

participants) with the expenditures of households that reported receiving

food stamps in only 1, 2, or 3 quarters (part-year participants). To

provide perspective for the later analyses, we compare the characteristics

of these same subgroups in this section.
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Tables B.1 to B.3 show selected characteristics for the following

groups: all households, higher-income households, all low-income

households, low-income food stamp households, and low-income nonparti-

cipants in the Food Stamp Program. Table B.1 shows data for selected

household characteristics, including size, composition, region of the

country, population size of the urban area, and housing tenure. In terms

of household size, low-income households are slightly larger on average

than higher-income households--2.8 persons versus 2.7 persons. Within the

low-income group, moreover, the FSP households appear to be substantially

larger on average than the nonparticipants (3.5 persons, compared with 2.5

among the nonparticipants).

There are also substantial differences in the age composition of

the households in each subgroup. Higher proportions of low-income

households have small children (26.5 percent versus 15.7 percent), and

higher proportions have elderly members (44.1 percent versus 30.5 per-

cent). With respect to the low-income subgroup, a higher proportion of FSP

participants have children--both young children (42.8 percent versus 16.1)

and school-age children (52.4 percent versus 23.7 percent)--than do

nonparticipants. Furthermore, FSP households are more likely to have young

adults (65 percent versus 35 percent). Both participants and

nonparticipants have very similar proportions of household members in the

35 to 59-year-old age bracket. However, a much lower percentage of partic-

ipants have elderly household members (25.6 percent versus 55.9 percent of

the nonparticipants), probably reflecting the lower-than-average rates of

participation in the FSP among the elderly population.
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TABLE B.I

CHARACTERISTICSOF URBANHOUSEHOLDSIN THE CONSUMEREXPENDITURESURVEYANNUALSAMPLE,
BY FOODSTAMP ELIGIBILITY AND PARTICIPATION STATUS

(percent of households)

Low Income Households

Higher Income FSP FSP Ail Ail
Household Characteristics Households_ Participants Nonparticipants Low-Income Households

Household Size
1 Person 22.6% 22.6% 38.4% 32.2% 24.3%
2 Person 31.7 16.8 27.3 23.2 30.2
3 Persons 16.7 16.5 11.8 13.7 16.2
4 or More Persons 29.0 44.1 22.5 30.9 29.3

Average 2.7 3.5 2.5 2.9 2.7

Percent of Households with Members
Under 6 Years 15.7_ 42.8_ 16.1% 26.5% 17.6%
6-17 Years 28.6 52.4 23.7 34.9 29.7
18-34 Years 48.2 64.7 34.9 46.5 47.9
35-59 Years 52.5 39.7 37.9 38.6 50.1
60 Years and Over 30.5 25.6 55.9 44.1 32.9

Type of Household
Child Under 18 Present

Two parents 32.3% 21.6_ 19.5_ 20.3_ 30.2%
Single parent 5.6 46.5 11.2 25.0 9.0

Elderly Member Present 30.5 25.6 55.9 44.1 32.9
Single Person

Elderly 9.2 14.0 28.7 23.O !1.6
Nonelderly 13.4 8.6 9.7 9.3 12.7

Disabled Member Present 1.5 9.8 3.2 5.8 2.3
LO

Region
Northeast 21.9% 26.6% 23.0% 24.4% 22.3%
Midwest 27.3 26.0 22.2 23.7 26.7
South 31.9 34.3 39.1 37.2 32.9
West 18.8 13.1 15.7 14.7 18.1

Population of Urban Area
1,250,0OO and Over 45.9% 42.1% 45.0% 43.8% 45.6%
385,000 to 1,250,000 26.8 21.9 27.6 25.4 26.5
75,000 to 385,000 24.7 34.1 25.7 28.9 25.4
Less Than 75,000 2.7 2.0 1.8 1.8 2.5

Housing Tenure
Own Home 73.5% 24.3_ 58.5% 45.2% 68.6%
Rent 25.9 73.6 39.6 52.8 30.6
Occupy Without Rent 0.6 2.0 1.9 2.0 0.9
Student Housing 0.0 0.0 0.0 0.0 0.0

Sample Size
Unweighted 3,668 298 453 751 4,419
Weighted (10OO) 58,926 4,804 7,517 12,321 71,247

SOURCE: Weighted tabulations are from the annual analysis file constructed from the 1982-83 CEX Quarterly Interview Survey.

°lnctudes al1 households who failed the annual gross income or assets tests for FSP eligibility. Sixty-three (63) of these households received
food stamps.



TABLE B.2

CHARACTERISTICSOF HEADSOF URBANHOUSEHOLDSIN THE CONSUMEREXPENDITURESURVEYANNUAL SAMPLE,
BY ELIGIBILITY AND FOODSTAMPPARTICIPANT STATUS

(percent with characteristics)

Low Income Households
Higher Income FSP FSP All All

Household Characteristics Households a Participants Nonparticipants Low-Income Households

Age
Under 25 Years 3.5% 7.6% 6.7% 7.1% 4.1%
25-34 Years 22.9 34.4 11.0 20.1 22.4
35-59 Years 45.8 35.4 28.4 31.1 43.2
60 Years and Over 27.9 22.6 53.9 41.7 30.3
Average 48.2 44.3 57.5 52.4 49.0

Education
8th Grade or Less 9.1% 28.9% 30.7% 30.0% 12.7%
Some High School 11.8 31.3 19.6 24.2 13.9
High School Graduate 32.0 26.2 25.9 26.0 31.0
Some College 22.3 11.0 14.9 13.3 20.7
College Graduate 24.9 2.7 8.9 6.4 21.7

Race
Black 8.0% 42.1% 16.7% 26.6% 11.2%
White 90.6 54.9 82.2 71.6 87.3
Other 1.4 3.0 1.1 1.9 1,5

Sex
Female 27.0% 70.2% 50.0% 57.9% 32.4%
Male 73.0 29.8 50.0 42.1 67.6

Sex and Marital Status
Female, Spouse Not Present 20.8% 65.3% 45.2% 53.0% 26.3%
Male, Spouse Not Present 12.8 7.9 13.6 11.4 12.5
Spouse Present 66.5 26.8 41.2 35.6 61.1

Employment, Previous 12 Months
Full-Time 69.9% 24.6% 30.1% 28.0% 62.6%
Part-Time 7.0 9.4 14.7 12.7 8.0
Did Not Work 23.2 66.0 55.2 59.4 29.4

Reason Person Did Not Work (of those not working)
Retired 74.3_ 17.4% 60.7% 41.9% 63.0%
In School 1.0 5.6 2.0 3.6 1.9
Ill 10.9 27.4 19.6 23.0 15.1
Could Not Find Work 1.4 11.0 3.7 6.9 3.3
Other 12.5 38.6 14.1 24.7 16.8

Sample Size
Unweighted 3,668 298 453 751 4,419
Weighted (1000) 58,926 4,804 7,517 12,321 71,247

SOURCE: Weighted tabulations from the annual analysis file constructed from the 1982-83 CEX Quarterly nterview Survey.

alncludes all households who failed the annual gross income or assets tests for FSP eligibility. Sixty-three (63) of these households received
food stamps.



TABLE B.5

INCOMEAND ASSETS OF URBANHOUSEHOLDSIN THE CONSUMEREXPENDITURE SURVEYANNUALSAMPLE,
BY FO00 STAMP ELIGIBILITY AND PARTICIPANT STATUS

(percent of households)

Low Income Households
Higher Income FSP FSP Al I Al I

Household Characteristics Households a Participants Nonparticipants Low- Income Househol ds

Gross Annual Income
So o. 1% 0.0% 0.6% o. 4% 0.2%
S1-Sl ,000 O. I 4.6 3.4 3.9 0.7
Sl,001-S2,500 0.2 11.5 5.6 7.9 1.6
$2,501-$5,000 0.7 39.6 27.6 32.3 6.2
S5,001-S10,000 9.3 31.7 50.2 43.0 15.1
$10,001-$20,000 28.8 11.9 12.0 12.0 25.9
$20,0OO+ 60.8 0.6 0.5 0.6 50.4
Average $28,396.4 $5,722.1 $6,458.0 $6,171. I $24,552.9

Per Capita Gross Annual Incoa_
S0 O.1% 0.0% 0.6% 0.4% 0.2%
$1-$500 0.04 8.8 3.8 5.7 1.0
S501-$1,000 O. I 10.0 2.8 5.6 I. 1
Sl ,001-$2,500 0.6 55.2 26.4 37.6 7.0
$2,501-$5,OOO 11.9 24.2 51.6 40.9 16.9
$5,001-$10,O00 39.2 1.9 14.9 9.8 34. I
$10,001-$20,0OO 34.2 0.O 0.0 O.0 28.3
$20,000+ 13.9 0.0 0.0 0.0 11.5
Average $12,336.3 $2,006. I $3,204.6 $2,737.2 $10,676.3

_0 Gross Annual Income As a Percen, of Poverty
Less than 50% 0.4% 33.0% 12.0% 20.2% 5.8%
51-100 1.2 55.2 43.3 48.0 9.3
101-130 1.6 11.8 44.7 31.9 6.8
131-200 18.9 0.0 0.O 0.0 15.6
201-300 24.9 0.0 0.0 0.0 20.6
300+ 53.1 0.0 0.0 0.0 43.9
Aver age 374.9% 63.4% 88.3% 78.6% 323.6%

income by Source, Percent With
Earnings 82. I% 44.0% 47.4% 46.1% 75.9%
Transfer Income (nonfood stamp) 36.8 81.9 62.1 69.8 42.5
Other Income 60.6 16.4 29.8 24.6 54.4

Average Distribution of Income by Source
Earnings $25,478.8 $2,441.4 $2,968.5 S2,763.0 $19,896.4
Transfer Income (nonfood stamp) $2,185.4 $3,094.3 $3,009.7 $3,042.7 $2,333.6
Other Income $2,732.2 $186.4 $479.9 $365.5 $2,322.9

Annual Earnings
S0 17.9% 56.0% 52.6% 53.9% 24.1%

$1-$1 ,O00 0.8 8.7 6.5 7.3 1.9
$1,001-$2,500 1.3 6.3 6.3 6.3 2.2
S2,501-$5,O00 2.2 I0. I 9.1 9.5 3.4
$5,001-$10,000 5.4 10.8 17.6 15.0 7.0
$10,001-$20,000 21.1 7.7 7.4 7.5 18.7
$20,000+ 51.4 0.5 0.5 0.5 42.6



TABLE 8.3 (continued)
Low Income Households

Higher Income FSP FSP All All

Household Characteristics Households a Participants Nonparticipants Low-Income Households

Percent Participating In
Food Stamps (full year) 0.2_ 56.5_ 0.0% 22.0% 4.0%
Food Stamps (part year) 1.3 43.5 0.0 17.0 4.0
Public Assistance or AFDC 0.9 45.1 1.7 18.6 4.0
SSI 0.8 20.5 6.9 12.2 2.8
Social Security or RRR 26.1 25.2 53.2 42.3 28.9
UI 8.6 13.8 6.7 9.5 8.7
WCor Veteran's Benefits 3.3 2.7 1.3 1.9 3.0
School Lunch 3.0 35.7 8.6 19.2 5.8

Annual Food Stamp Benefits
$0 98.5_ 0.0_ 100.0_ 61.0_ 92.0_

1-100 0.3 6.6 0.0 2.6 0.7
101-250 0.3 15.6 0.0 6.1 1.3
251-500 0.4 14.3 0.0 5.6 1.3

501-1,000 0.3 24.8 0.0 9.7 I .9
1,001-2,500 0.3 34.0 0.0 13.2 2.5
2,501+ 0.0 4.8 0.0 1.9 0.3
Average $7.2 $947.8 $0.0 $369.6 $69.9

Value of Liquid Assets
$0 5.2_ 69.6_ 32.8_ 47.1% 12.5%
$1-S500 13.1 19.7 22.6 21.5 14.5

S501-$1,000 7.0 2.7 8.8 6.4 6.9
$1,001-$1,500 4.2 0.7 3.4 2.3 3.8
$1,501 8.3 1.! 2.9 2.2 7.3
$3,001-$5,000 7.4 0.3 0.04 0.1 6.1
$5,001-$10,000 9.4 0.0 0.3 0.2 7.8
$10,001+ 22.1 0.0 0.0 0.0 18.3
Hissing 23.4 6.0 29.3 20.2 22.8
Average $13,419.8 $94.9 332.84 $223.6 $11,060.0

Sample Size
Unweighted 3,668 298 453 751 4,419
Weighted (1000) 58,926 4,804 7,517 12,321 71,247

SOURCE: Weighted tabulations from the annual analysis file construc,ed from ,he 1982-83 CEX Quar,erly Interview Survey.

alncludes all households who failed the annual gross income or assets tests for FSP eligibility. Sixty-three (63) of these households received
food stamps.



The data on type of household indicate that about 23 percent of the

higher-income households are single-person households, compared with 32

percent of low-income households. Furthermore, most of the single-person

higher-income households are not elderly persons, whereas over 70 percent

of the low-income single-person households are elderly. Among the low-

income households, there is also a substantial difference in the proportion

of single-person households in the participant and nonparticipant groups, a

difference due entirely to the tendency of elderly households to partici-

pate at a lower rate than is true of other households. Disabled household

members are more likely to be present in low-income households than in

other households (5.8 percent versus 1.5 percent). Moreover, a higher

percentage of participant than nonparticipant low-income households include

a member with a disability.

The geographic distribution of the various target groups varies

somewhat. For example, the Northeast and South have somewhat higher pro-

portions of low-income than of other households, while the opposite pattern

holds for the Midwest and the West. Among the low-income group, the North-

east and Midwest have slightly higher percentages of participants than

nonparticipants, suggesting higher participation rates in those regions

than in the West and South. The distribution among urban areas of differ-

ent sizes is very similar across all subgroups in the table. The one

exception to this generalization is that higher proportions of FSP partici-

pants reside in urban areas of 75,000 to 385,000, and slightly lower pro-

portions reside in all other size categories, than is the case with the

other subgroups. There is no apparent substantive explanation for this

difference, and it may well be due to chance.
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Finally, differences in housing tenure are quite striking. Three-

fourths of all higher-income households own their homes, compared with only

45 percent of low-income households. Furthermore, within the low-income

group, only one-fourth of participants own their own home, although nearly

60 percent of the nonparticipant households are homeowners.

Table B.2 displays selected characteristics of the household head

in the CEX households. Data on the age of household head are consistent

with information in Table B.1 on household composition. Heads of low-

income households tend to be slightly older than the heads of other

households (52 versus 48 years), but among the low-income group the heads

of nonparticipant households are much older than the heads of participant

households (57 versus 44 years). Households headed by a black person are

more likely to be low-income and have higher rates of participation than

other low-income groups. Households headed by females with no spouse

present comprise a higher percentage of the low-income population (53

percent versus 21 percent of the other households), and among the low-

income group they comprise a higher proportion of participant than

nonparticipant households: 65 percent of participant households are headed

by single females, compared with 45 percent of nonparticipant households.

Finally, there are substantial differences in work status and

reasons for not working. Only 41 percent of the heads of low-income

households worked in a full- or part-time job in the previous year,

compared with 77 percent of the heads of other households. Among the low-

income households, 45 percent of the nonparticipant household heads worked,

but only 34 percent of the heads of participant households were employed.

For those heads who did not work in the previous year, a majority of
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higher-incomehouseholdheads reported that they were retired (74

percent). The percentagewas much smaller {42 percent)for nonworking

heads in low-incomehouseholds. Again, there are substantialdifferences

within the low-income population. 0nly 17 percent of the nonworking heads

in participanthouseholdsreportedthat they did not work becauseof

retirement. By contrast,61 percent of the nonworking,nonparticipant

householdheads said that they were retired. This difference in reported

reasonsfor not working is due in part to age differencesbetween

participantand nonparticipanthouseholdheads_ 54 percent of low-income

nonparticipantheads are older than age 60, comparedwith just 23 percent

of the heads of participanthouseholds.

Table B.3 provides data on the levels and sources of household

incomeand the level of householdassets. The top three sectionsof the

table examinegross income. The data on total gross income indicatethat

the averageannual incomeof higher-incomehouseholdswas about $28,400,

while the annual income of low-incomehouseholdswas about $6,200, a

greater than fourfold difference. Within the low-income group, FSP recipi-

ents have lower incomes than the nonparticipants--S5,700 versus $6,500, a

differenceof 14 percent. When incomeper capita is considered,the

relativedifferencesbetween low-incomeparticipantsand nonparticipantsis

even larger. The per capita incomeof FSP householdsis about $2,000, and

the per capita income of non-FSP households is about $3,200, a difference

of more than 50 percent. Thus, it seems clear that the poorest segmentof

the low-income population is the most likely group to participate in the

program.
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With respect to the sources of income, the differences again con-

form to what one would expect. Relative to low-income households, higher

proportions of the higher-income households have earnings (82 percent

versus 46 percent) and other income (60 percent versus 25 percent), and

lower proportions have transfer income {37 percent versus 70 percent). The

same type of a pattern prevails in the relationship among sources of income

for low-income participants and low-income nonparticipants. Higher

percentages of nonparticipants have earnings (47 versus 44 percent) and

other income (30 versus 16 percent), but smaller percentages have transfer

income (62 versus 82 percent). The relative shares of the various sources

of income in the total income of each group follow a similar pattern.

Patterns of participation in other types of income-support programs

are again very different for the subgroups, and conform to our expecta-

tions. Very few of the higher-income households participate in any of

these programs, except Social Security and Unemployment Insurance, the two

programs listed which are not targeted specifically toward low-income

households. Higher proportions of low-income households participate in all

of the income-support programs. Among the low-income group, higher percen-

tages of the food stamp participants participated in each income-support

program except Social Security. This pattern is consistent with other

information which suggests that households who participate in the Food

Stamp Program are more likely to participate in other income-support

programs than are non-food stamp participating households (see Long, 1987).

Tables B.4 to B.6 provide data on the characteristics of various

subgroups of food stamp recipients, including low-income full-year

participants, low-income part-year participants, and participants who
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TABLE B.4

CHARACTERISTICSOF URBANFO(X) STAI_° HOUSEHOLDSIN THE CONSUMEREXPENDITURESURVEYANNUAL SAMPLE,
BY FULL AND PART-YEAR PARTICIPATION AND ELIGIBILITY

(percent of households)

Low Income Stamp Households Noneligible
Full-year Part-year All Low-income Participant
Participant Participant Participant Households

Household Size
1 Person 23.6% 21.2% 22.6% 4.1%
2 Person 20.6 12.0 16.8 20.1
3 Person 14.9 18.6 16.5 27.1
4 or More Persons 41.0 48.2 44.1 48.7
Average 3.3 3.6 3.5 3.7

Percent of Household with Member
Under 6 Years 47,35 37,O% 42,8% 51.2%
6-17 Years 49.4 56.3 52.4 46.3
18-34 Years 63.9 65.8 64.7 64.7
35-59 Years 42.4 36.3 39.7 63.4
60 Years and Over 23.7 28.0 25.6 19.1

Type of Household
Child Under 18 Present

Two parents 15.8% 29.1% 21.6% 48.0%
Single parents 49.8 42.2 46.5 19.1

Elderly Member Present 23.7 28.0 25.6 19.1
Single Person

Elderly 14.2 13.7 14.0 2.5
Nonelderly 9.4 7.5 8.6 1.6

Disabled Member present 13.0 5.5 9.8 8.6

Region
Northeast 26.7_ 26.5_ 26.6_ 24.5_
Midwest 28.0 23.4 26.0 22.9
South 37.0 30.9 34.3 37.0
West 8,3 19.2 13.1 15.7

Population of Urban Area
1,250,0OO and Over 36.6% 49.2_ 42.15 51.35
385,000 - 1,250,000 22.8 20.7 21.9 12.2
75,000 - 385,000 38.4 28.5 34.1 33.3
Less Than 75,000 2.3 1.6 2.0 3.2

Housing Tenure
Own Home 18.4_ 32.1_ 24.3% 44.05
Rent 78.0 67.9 73.6 53.2
Occupy Without Rent 3.6 0.0 2.0 2.8
Student Housing 0.0 0.0 0.0 0.0

Sample Size
Unweighted 162 136 298 63
Weighted (1,000) 2,714 2,090 4,804 913

SOURCE: Weighted tabulations from the annual analysis file constructed from the 1982-83 CEX Quarterly Interview Survey.



TABLE B.5

CHARACTERISTICS OF THE HEAD OF URBANFOODST/_P HOUSEHOLDSIN THE CONSUMEREXPENDITURESURVEYANNUALSAMPLE,
BY FULL YEAR ANDPART-YEAR PARTICIPATION AND ELIGIBILITY

(percent with characteristics)

Low Income Stamp Households Noneligible
Full-year Part-year All Low-Income Participant
Participant Participant Participant Households

Age
Under 25 Years 8.9% 5.9% 7.6% 8.7%
25-34 Years 31.7 57.8 54.4 28.3
35-59 Years 38,1 32.0 35.4 49.9
60 Years and Over 21.3 24.3 22.6 13.1
Average 43.9 44.8 44.3 41.7

Education
8th Grade or Less 32.5% 24.3% 28.9% 16.6%
Some High School 33.0 29.1 31.3 14.1
High School Graduate 19.4 34.9 26.2 40.3
Some College 13.2 8.1 11.0 23.6
College Graduate 1.9 3.6 2.7 5.4

Race
Black 45.1% 38.1% 42.1% 16.3%
White 52.7 57.9 54.9 83.2
Other 2.2 4.1 3.0 0.5

Sex
Female 75.1% 63.9% 70.2% 25.6%
Male 24.9 36.1 29.8 74.4

, Sex and Marital Status
k- Female, Spouse Not Present 73.6% 54.6% 65 3% 22.6%

Male, Spouse Not Present 7.1 8.9 7.9 14.6
Spouse Present 19.3 36.6 26.8% 62.8

Employ_nt, Previous 12 Months
Full-Time 14.2% 38.3_ 24.6% 71.4_
Part-Time 8.1 11.0 9.4 12.0
Did Not Work 77.7 50.8 66.0 16.6

Reason Person Did Not Work
(percent of those not working)

Retired 12.6% 26.8% 17.4% 31.9%
In School 8.1 0.7 5.6 0.0
III 30.3 21.7 27.4 38.4
Could NOt Find Work 11.6 9.8 ll.O 7.9
Other 37.4 41.1 58.6 21.9

Sample Size
Unweighted 162 136 298 63
Weighted (1000) 2,714 2,090 4,804 913

SOURCE: Weighted tabulations from the annual analysis file constructed from the 1982-83 CEX Quarterly Interview Survey.



TABLE B.6

INCOMEAND ASSETS OF URBANFOODSTAMPHOUSEHOLDSIN THE CONSUMEREXPENDITURESURVEYANNUAL SAMPLE,
BY FULL-YEAR AND PART-YEAR PARTICIPATION AND ELIGIBILITY

(percent of households)

Low Income Stamp Households Noneligible
Full-year Part-year All Low-Income Participant
Participant Participant Participant Households

Gross Annual Income
$0 0.0_ 0.0_ 0.0_ 0.0_
$1-$1,0OO 4.8 4.4 4.6 0.O
$1,OO1-$2,500 15.4 6.5 il.5 O.O
$2,501-$5,OOO 47.3 29.5 39.6 0.7
$5,001-$10,O00 25.9 39,3 31.7 10.1
$10,001-$20,0OO 6.4 19.1 11.9 44.2
$20,000+ 0.2 !.1 0.6 45.1
Average $4,750.3 $6,983.7 $5,722,1 $18,727.5

Per Capita Gross Annual Income
$0 0.0_ 0.0_ 0.0_ 0.0_
$1-$5OO 10.6 6.5 8.8 0.0
$501-$1,O00 13.5 5.4 I0.O 0.0
$1,O01-$2,500 54.5 56.1 55.2 0.0
$2,501-$5,OO0 20.6 28.8 24.2 53.4
$5,OO1-$10,O00 0.8 3.2 1.9 44.0
$10,OO1-$20,0OO 0.0 0.0 0.0 2.6
$20,000+ O.O O.O O.O O.O
Average $1,810.6 $2,259.8 $2,OO6.1 $5,385.0

Gross Income as a Percent of Poverty
Less Than 50% 41.8_ 21.7_ 33.05 0.0_
51-100 53.6 57.4 55.2 0.7
101-130 4.7 21.0 11.8 1.4

w 131-200 0.0 0.0 0.0 61.2
201-300 0.0 0.0 O.0 29.0
300+ 0.0 0.0 0.0 7.7
Average 55.1_ 74.2% 63.4% 197.8%

Income By Source, Proportion With
Earnings 32.2% 59.4% 44.0% 92.7%
Transfer Income (nonfood stamp) 86.6 75.9 81.9 72.2
Other Income 13.9 19.5 16.4 35.1

Average Distribution of Income by Source
Earnings $1,257.4 $3,978.4 $2,441.4 $14,831.8
Transfer Income (nonfood stamp) $3,346.4 $2,767.1 $3,094.3 $3,289.9
Other Income $146.5 $238.2 $186.4 $605.8

Annual Earnings
$0 67.8% 40.7% 56.0% 7.3%
$1-$1,0OO 7.9 9.6 8.7 0.0
$1,001-$2,000 7.9 4.1 6.3 0.0
$2,501-$5,000 7.7 13.2 10.1 0.0
$5,001-$10,OOO 5.7 17.3 10.8 24.6
$10,001-$20,000 2.9 13.9 7.7 39.3
$20,000+ 0.0 1.1 0.5 28.8



TABLE B.6 (continued)
Low Inccxne StgmpHouseholds Noneligible

Full-year Part-year All Low-lnccxne Participant
Participant Participant Participant Households

Percent Participating In
Food Stamps (full year) 100.0% 0.0% 56.5% 15.6%
Food Stamps (part year) 0.0 100.0 43.5 84.4
Public Assistance or AFDC 55.5 31.6 45.1 19.2
SSI 23.4 16.8 20.5 8.4
Social Security or RRR 22.6 28.6 25.2 19.5
UI 8.1 21.2 13.8 44.1
WC or Veteran's Benefits 0.7 5.2 2.7 5.2
School Lunch 40.9 28.9 35.7 24.3

Annual Food Stamp AIIotaent
$0 0.0% 0.0% 0.0% 0.0%
$1-$100 0.0 15.2 6.6 22.1
$101-$250 13.6 18.2 15.6 19.9
$251-$500 7.3 23.3 14.3 24.1
$501-$1,OO0 20.8 29.9 24.8 18.0
$1,001-$2,500 51.1 11.8 34.0 15.8
$2,501+ 7.2 1.7 4.8 0.0
Average 1,264.8 536.3 947.8 465.4

Value of Liquid Assets
$0 78.0% 58.6% 69.6% 17.0%
$1-$500 12.9 28.5 19.7 37.6
$501-$1,000 1.9 3.7 2.7 17.1
$1,001-$1,500 0.8 0.5 0.7 2.1
$1,501-$3,000 0.0 2.5 1.1 1.0e

$3,00!-$5,O00 0.5 0.0 0.3 2.1
$5,001-$10,000 0.0 0.0 0.0 6.2
$10,001+ 0.0 0.0 0.0 2.3
Missing 5.9 6.2 6.0 14.7
Average 73.9 122.3 94.9 1,702.0

Sample Size
Unweighted 162 136 298 63
Weighted (1000) 2,713 2,090 4,804 914

SOURCE: Neighted tabutations from the annual analysis file constructed from the 1982-83 CEX Quartely Interview Survey.



failed the eligibility screens. In general, the data suggest that the

full-year participants are more disadvantaged than the part-year

participants, and the "noneligible" participants are less disadvantaged

than the low-income participants. The average number of household members

in the full-year participant households is 3.3, compared with 3.6 for the

part-year participants. In addition, the full-year participants tend to

have more small children but fewer school-age children, as well as more

adults in the 35- to 59-year age range but fewer elderly. Likewise, the

full-year participants have more disabled and fewer home owners.

With respect to differences between the low-income and the non-

eligible participants, the noneligible participant households tend to be

larger (3.7 persons per household versus 3.5), more noneligible households

have persons in the 35- to 5g-year age group {63 versus 40 percent), fewer

have elderly members (19 versus 25.5 percent), and more are homeowners {44

versus 24 percent).

The characteristics of the reference person in the various groups

of food stamp recipient households are shown in Table B.5. Full- and part-

year participants are similar in terms of the average age of the reference

person. However, more of the full-year participants are high school drop-

outs (65 versus 43 percent), more are black (45 versus 38 percent), more

are female with no spouse present (74 percent versus 65 percent), and fewer

have a spouse present (19 versus 37 percent). With respect to the

differences between the low-income and noneligible food stamp recipients,

the noneligible tend to be younger (an average age of 41.6 versus 44.3),

better educated (fewer are high school dropouts, and more have at least
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some college), and more likely to have a spouse present (63 percent versus

27 percent}.

Finally, Table B.6 provides data on the level and sources of

household income for the food stamp participant groups. The income levels

of full-year participants are substantially lower than those of the part-

year participants. The average ratio of gross income to the poverty level

is 55 percent for the full-year participants, compared with 75 percent for

the part-year participants. Furthermore, fewer full-year participants have

earnings, more receive benefits from at least one transfer program, and a

higher percentage receive benefits from each of the transfer programs

except Social Security and unemployment insurance. Finally, full-year

participants possess fewer liquid assets. The same patterns of differences

exist when low-income and noneligible food stamp recipients are compared,

except that the income and asset differentials are greater, in both rela-

tive and absolute terms.

B. COMPARISON OF SELECTED CHARACTERISTICS ON THE CURRENT POPULATION SURVEY

Because of how the annual analysis file sample was selected from

the larger 1982-83 CEX sample, we are concerned about the representa-

tiveness of the overall sample. In particular, approximately 65 percent of

the CEX sample was not usable, either because income data were incomplete

or because the household did not complete four quarterly interviews.

Furthermore, the primary reason that households did not complete four

interviews was that they had moved. In addition, the total number of food

stamp recipients in the analysis sample is so small that a serious risk

exists that chance might produce a sample that is not representative of the

population. Finally, and perhaps most importantly, the sample represents
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only urban households,since rural householdsare excludedfrom the 1982-83

CEX. In order to help assesswhether these factorslimit the analysis,we

compare the characteristics of our analysis sample with the characteristics

of all U.S. householdsand with the characteristicsof all households

receivingfood stampsduring the year, as measured in the CurrentPopu-

lation Survey {CPS).

Table B.7 shows the estimated numberof households,selected

householdcharacteristics,and selected incomemeasures for the CEX annual

sample,the 1982 CPS, and the 1983 CPS. The top sectionof the table shows

the estimatednumberof householdsin the United States,accordingto each

source. As the data indicate,the CEX representsa smallernumber of

householdsthan does the CPS, largelybecauseof the sample loss described

above. The geographicdistributionof households,the percentageof

householders{i.e.,householdheads) who are black, the size distribution

of households,the percentageof householdsreceivingfood stamps,and the

measuresof income are all very similar in the CEX and in the two CPS

samples. The percentageof householderswho are younger than 35 years of

age, the percentagewho droppedout of high school,and the percentagewith

earnings are all slightly lower in the CEX sample than in the CPS sample,

but all the differences are very small--in the range of 2 or 3 percentage

points. The percentageof home owners is slightlyhigher in the CEX. None

of these differences is large enough to suggest that the overall CEX sample

is unrepresentativeof the U.S. population.

Table B.8 shows similar data for households that reported receiving

food stamps. Larger differences between the CEX and CPS are apparent in

Table B.8. The CEX sample shows a higher proportionof the food stamp
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TABLE B.7

CO_ARISON OF SELECTEDCHARACTERISTICSOF HOUSEHOLDSIN THE CONSUMEREXPENDITURESURVEY

ANNUALSAMPLEAND CURRENTPOPULATION SURVEY: ALL HOUSEHOLDS

Consumer Expenditure

Household Characteristics/ Survey Annual Sample Current Population Current Population

Income 1982-1983 Survey 1982 Survey 1983

ESTIMATED TOTAL HOUSEHOLDS 71,247,422 83,918,000 85,407_000

Household Characteristics
Distribution by Region of the U.S.

Northeast 22.3_ 21.4% 21.3_
Midwest 26.7 25.4 25.1
South 32.9 33.5 33.7
West 18.1 19.7 19.8

Percent of Householders Who Are Black 11.2 10.6 10.0
Percent of Households Under 55 26.5 29.6 29.6
Average Age of Households (years) 49.0 n.a. n.a.

Size of Household
· I person 24.3 22.9 23.4

2 person 30.2 31.5 31.5
3 person 16.2 17.6 17.7
4 or more persons 29.3 27.9 27.4
Mean 2.7 2.7 2.7

Percent of Householders Who Did
Not Complete High School 26.6 29.2 27.9

Percent of Households Owner Occupied 68.6 64.9 64.6

Income
---P-_FEent of Households with Earnings 75.9 78.3 77.3

Average Amount of Earnings $19,896 $19,217 $20,134
Average Total Income $24,553 $24,309 $25,401
Percent of Households Receiving Food Stamp5 8.0 8.6 8.5

NOTE: Current Population Survey data are collected in March of the year following the reference year. Income, earnings, and
food stamp receipt pertain to the calendar year 1982 or 1983. Household characteristics are measured as of the
interview month. The CPS results refer to all households, but the CEX sample represents only urban households.

a
Definitions of households differ in the Consumer Expenditure Survey and Current Population Survey. in the Consumer
Expenditure Survey, the household i5 the consumer unit--individuals who share expenses. In the Current Population Survey, a
household consists of all individuals who occupy a housing unit.

b
Data from the 1982 CPS are from Current Population Reports Series P-60, No. 142, Tables 1 and 2.

c
Data from the 1983 CPS are from Current Population Reports Series P-60, No. 146, Tables I and 2.



TABLE B.8

COMPARISONOF SELECTEDHOUSEHOLDCHARACTERISTICS IN THE CONSUMEREXPENDITURESURVEY

SAMPLEAND CURRENTPOPULATION SURVEY: FO00 STAMP RECIPIENTS

Consumer Expenditure

Household Characteristics/ Survey Annual Sample Current Population Current Population

Income 1982-1983 Survey 1982 Survey 1983

Household Characteristics a
Distribution by Region of the U.S.

Northeast 26.3 19.2 21.1
Midwest 25.5 25.0 25.9
South 34.8 40.5 38.0
Nest 13.5 15.3 15.O

Percent of Householders Who Are Black 37.9 32.7 33.8
Percent of Households Under 35 41.1 41.7 41.3
Average Age of Households (years) 43.8 43.0 43.6

Size of Household

1 person 19.6 19.1 20.1
2 person 17.4 20.0 21.0
3 person 18.2 20.8 20.0
4 or more persons 44.8 40.2 38.9
Mean 3.5 3.0 2.9

Percent of Householders With

Children Less Than 5 44.1 39.5 39.6

Percent of Households Owner

Occupied 27.5 31.5 30.5
Income

_ercent of Households with Earnings 51.7 44.8 42.5
Average Amount of Earnings $4,421 n.a. n.a.
Average Total Income $7,800 $7,608 S7,661
Average Amount of FSP Benefits $871 $994 $1,O42

NOTE: The CPS results refer to all food stamp recipients, but the CEX sample represents only urban food stamp households.a

Data from the 1982 CPS are from Current Population Report5, Series P-60, No. 143, Table 5.
b

Data from the 1983 CPS are from Current Population Reports, Series P-6O, No. 148, Table 5.



recipient households in the Northeast and lower proportions in the South

than does the CPS. Larger percentages of households are headed by a black,

have young children, and have earnings, while a smaller percentage own

their own homes. The annual income of the CEX sample is slightly higher

and their food stamp benefits are somewhat lower than the corresponding

amounts in the CPS sample. These differences may be the result of the

small CEX sample and/or the fact that the CEX representsonly the urban

food stamp population, as well as attrition from the CEX sample due to the

failure of some households to complete all four quarterly interviews.

C. COMPARISON OF THE CEX AND NATIONAL QC DATA

A second source of information about the characteristics and income

of food stamp recipients is the data assembled for the study of caseload

characteristics from the ongoing food stamp quality control (QC) system.

We have used the QC data for the month of February 1983 for the comparison,

since it is roughly the mid-point of the period covered by the CEX data.

The CEX annual file sample cases include all low-income FSP participants.

In addition, the full-year participants are shown separately.

It is important to note that the CEX food stamp subgroup differs

from the subgroup used in the previous section for comparison with the

CPS. In the previous section, the most appropriate comparison was with all

food stamp recipients, since this was the group identified in the CPS. In

the present comparison, however, it seems more appropriate, though by no

means ideal, to include only the low-income participants who passed the

eligibility screens, because all the QC sample had low incomes (apart from

errors) and were receiving benefits at the time their income and

characteristics were measured. Even so, the income for the part-year
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participants in the low-income group may cause the income of the FSP

participant group to be overstated. Therefore, we have also shown the

full-year participants separately, although this group suffers from the

problem that it represents only the relatively long-term segment of the

caseload.

Table B.g shows the data for selected characteristics and income

variables. The CEX samples are quite similar to the QC sample in terms of

the percent of households with a disabled member, the percent with school-

age children, the percent receiving public assistance, and the percent

receiving SSI. However, the average household size, the percent with

elderly household members, and the average gross income are all larger in

the CEX than in the QC data. Furthermore, the average food stamp benefit

of the CEX sample is considerably lower. The differences are smaller,

though still substantial, for the full-year participants.
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TABLE B.9

COMPARISONOF HOUSEHOLDCHARACTERISTICS AND INCOMEOF

FO00 STAMPRECIPIENTS IN THE CONSUMEREXPENDITURE

SURVEYAND NATIONAL QC DATA

1982-83 Consumer Expenditure

Surveyr Annual Sample National Quality Control
Household Characteristics/ All Low-Income Low-Income Data, Caseload Character-

Income Participants Participants isticst February 1983

Household Characteristics

Average Household Size 3.5 3.3 2.9

Percent with Elderly Member 25.6 23.7 18.1

Percent with Disabled Member 9.8 13.0 7.7

Percent with School Age Children 52.4 49.4 51.6

Income Sources and Level

Average Gross Income $477 $396 $376

Average Net Nonthly Income $208
Percent with Gross Income 5.4

Percent with Zero Net Income 8.7 11.0 18.4

Percent Receiving Earned Income 44.0 32.2 22.1

Percent Receiving AFDC/GA 45.1 55.5 50.0

Percent Receiving SSI 20.5 23.4 18.0

Average Food S,amp Benefit Amount $79 $105 $127

Sample Size

Unweighted 298 162 6,817

Weighted (1,000) 4,804 2,714 8,052

NOTE: The 1982-83 CEX sampled only urban households, but the National QC data represent both

urban and rural food stamp recipients.
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APPENDIX C

EXPENDITURES OF LOW-INCOME HOUSEHOLDS AND
THE COMPONENTS OF FSP NET INCOME





The Food Stamp Program is designed to improve the dietary quality

of low-income households by augmenting the resources available to them for

purchasing food. The Food Stamp Program and its benefit structure

incorporate a number of features that are designed to ensure that

individuals in similar circumstances are treated the same way, while at the

same time recognizing that a variety of factors may limit a household's

ability to use its income to secure an adequate diet. For example, the

food stamp benefit formula assumes that low-income households can {or

should} spend 30 percent of their available income on food. The food stamp
1

benefit is the difference between the cost of the Thrifty Food Plan and 30

percent of net income. In turn, net income is a measure of the resources

available to the household for the purchase of food.

In setting the formula for net income, policymakers have assumed

that some of the household's gross income is not available for the purchase

of food. Two types of allowances are made in computing "disposable," or

net, income. One type of allowance is designed to encourage work effort.

For this purpose, a certain percentage of earned income is assumed to cover

the expenses of holding a job, and therefore is not available for the

purchase of food. Expenses incurred in holding a job include such items as

mandatory deductions from earnings {income taxes, Social Security,

mandatory union dues, etc.}, the cost of travel to and from work, the cost

of uniforms or special clothing, the cost of meals away from home, and the

1
The Thrifty Food Plan is a research-based set of economical and

nutritious diets developed by the Department of Agriculture which attempts
to reflect the food choices of households with limited food budgets. The
Food Stamp Program assumes that the cost of the Thrifty Food Plan reflects
the minimum that must be spent by a household of a given size to receive an
adequate diet.
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1
like. During 1982-83 (the period covered by the data used in this

2
analysis), the work expense deduction was 18 percent of earned income.

A second feature of the FSP formula designed explicitly to

encourage work effort is the dependent care deduction. Costs of dependent

care incurred while working, looking for work, or training in preparation

for work are all deducted from gross income in computing net income, up to

certain limits, described below.

The second type of deduction incorporated into the FSP benefit

formula is designed to take into account both ordinary and extraordinary

expenditures on necessary items other than food. In particular, a standard

deduction, which was set at $85 in 1982-83 and is $99 in 1987, is

automatically deducted from the gross income of every household.

Furthermore, the medical expenses of elderly or disabled household members

in excess of $35 are deducted from gross income in calculating the amount

available for the purchase of food. Finally, a deduction is made when

allowable shelter costs exceed 50 percent of gross income after the

standard deduction, work expense deduction, and medical deduction have been

subtracted. The shelter deduction plus the dependent care deduction for
3

nonelderly households is subject to a cap, which was $115 in 1982-83.

1
The Report of the House of Representatives Committee on

Agriculture on the Food Stamp Act of 1977 (Report No. 95-464) indicates (on
page 61) that the work expense deduction is intended to cover all mandatory
deductions from a worker's gross earnings plus "incidental expenses to
employmentand/or trainingsuch as transportation,meals away from home,
special clothing, and other incidentals necessary for such employment or
training."

2
As of early 1986 the percentage was increased to 20 percent.

3
Beginning in 1986, separate caps for dependent care and shelter

expensesreplacedthe combined shelter/dependentcare cap.
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In this appendix,we examine the relationshipbetweenthe

assumptionsabout the expendituresof low-incomehouseholdswhich are

incorporated into the FSP benefit formula and the actual consumption

behaviorof a sample of low-incomehouseholds. Our basic objectiveis to

examine the behaviorof low-incomehouseholdsin light of the Food Stamp

Program benefitstructure. Specificresearchquestionsare:

o Do the assumptionsabout the expenditurebehaviorof
householdswhich are embodied in the food stamp benefit
formula reflect the actual behavior of low-income
households? In particular:

- Do low-incomehouseholdsand FSP participantsspend
30 percent of their non-food stamp net income on
food?

- Does the earned income deduction of 20 percent
accurately reflect the amount of earnings which FSP
participantsmust devote to taxes and other work-
relatedexpenses?

o What proportion of income do low-income and FSP
householdsdevote to medical, shelter,and dependent-
care expenses?

o What are the characteristicsand circumstancesof the
householdswhich spend more or less on these various
items than the percentagesincorporatedinto the food
stamp benefit formula?

The overridingpolicy questionis whether the net income concept

used in the Food Stamp Program is an adequate measure of the resources

available to low-income households for the purchase of food. However, two

importantlimitationswith the CEX data restrictour ability to address

this question adequately. First, as discussedin Chapter II, we are

concerned that some food stamp recipients in our sample may not have

includedthe value of food purchasedwith their food coupons in their

reportedfood purchaseamount. Thus, the food purchasesof recipientsmay
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be understated, making it difficult to evaluate whether or not they spend

30 percent of their non-food stamp net income on food. Second, as detailed

in Chapter III, a majority of low-income households report expenditures

which exceed their reported incomes. If this mismatch of income and

expenditures is due primarily to income underreporting, as we suspect, then

FSP net income calculations will understate actual net income on average,

and calculations of expenditures as a percent of net income will be

overstated. In our opinion, these two data problems severely restrict our

ability to address the specific research questions listed above. For this

reason, the tabulations presented in this appendix should be interpreted

with caution, and no firm conclusions should or can be drawn.

The basic method used in the analysis is to compute the amount of

the expenditure on each deductible category as a percent of the relevant

income concept. Thus, in the analysis of food expenditures, we examine

food expenditures from the household's own resources as a percentage of net

income. In addition, we examine total food expenditures {including food

stamps} as a percent of the TFP amount for the household. The analysis of

the shelter deduction examines the household's deductible shelter costs as

a percent of the household's gross income after the standard deduction,

work expense deduction, and medical deduction have been subtracted.

Finally, we examine measured work expenses as a percent of earned income.

In each case, we first present the medians and distributions of the

relevant percentage measures, and then examine a scatterplot of the

expenditure category against the income measure.
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A. ANALYSIS OF THE RELATIONSHIP BETWEEN FOOD EXPENDITURES AND FSP NET
INCOME

In order to examine the relationship between food expenditures from

the household's own resources and the FSP-defined net income, we computed

the ratio of these two quantities for households that did not participate

in the Food Stamp Program and examined the distribution of the ratio.

Ideally, we would like to examine the same relationship for food stamp

participants as well. However, two difficulties limit the usefulness of

this measure for FSP participants. First, we believe that some respondents

to the CEX question on food expenditures probably failed to include amounts

purchased with food stamps in their investments. Thus, the total food

expenditures of FSP participants are understated relative to those of non-

participants. Second, even apart from measurement-error problems, it is

impossible to distinguish what the household would have bought from its own

resources in the absence of the Food Stamp Program from what it actually

did buy with both stamps and its own resources. Thus, if we were to

compute food-at-home expenditures from own resources by subtracting the

food stamp allotment from total food expenditures and then compare this

computation with FSP net income, we would underestimate the share of own

C.5



1
resources used to purchase food. Table C.1 shows the median and

distribution of this variable for each income and participation group.

Among higher-incomehouseholds,the median value of expendituresfrom the

household's own resources as a percentage of its net food stamp income is

8.6 percent. Nearly 95 percent of these households spend less than 25

percent.

Among low-income non-FSP participants, the median is 38.5

percent. Only about one-quarter of all households spend less than 25

1
Supposethere is a householdwith net income = $200, and 30

percent of net income would be spent on food in the absence of the FSP:

Net Income = $200

Food-At-Home Expenditures = {.3}{200) = $60

Thus, the behaviorof this householdconformsto the FSP assumptions.
Suppose further that the TFP amount for this household is $100, so that the
FSP bonus would be $100 - $60 = $40. Take two extremes: (1) the MPC out
of bonus = 1, and {2} the MPC out of bonus = O.

(1)MPC=1 T

Food Expenditures = 60 + 40 = $100

Food Expenditures - FSP Bonus = 100 - 40 = .3
NetIncome 200

(2)MPC=0 T

Food Expenditures = $60

Food Expenditures - FSP Bonus = 60 - 40 = .1
NetIncome 200

As is clear, only in the extreme case of an MPC = 1 will we determine that
the food expenditure behavior of this household conforms to the program's
assumptions. More fundamentally, the procedure used always leads to an
underestimate of the percentage of net income allocated to food
expenditures by FSP households, and the magnitude of the underestimate is
larger as the deviation of the MPC from one becomes greater.
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TABLE C. 1

DISTRIBUTION OF FOODEXPENDITURES (EXCLUDING FO(X>STAMPS)
AS A PERCENTOF FOOOSTAMP NET INCONE

FOR URBANHOUSEHOLDS: (;)UARTERLYSAMPLE

( percen t)

Low-Income Households

Food Expenditures as All Households FSP FSP

Percent of Net Income Total Hi_her Income Low-Income Participants Nonparticipants

Cases with Net Incoe_s Zero

Own expenditures less than

the food stamp benefit 0.2 n.a. 1.1 3.6 n.a.

Own expenditures greater or

equal to the food stamp
benefit 3.6 0.1 14.0 10.2 15.6

Cases with net Income

Positive

Own expenditures as

percen, of net income
< O_ 0.9 0.2 3.9 13.3 0.0

0 - 10 48.6 58.8 10.8 16.3 8.6

10 - 25 31.6 33.6 25.3 25.1 25.4

25 - 35 5.5 3.8 12.0 8.8 13.3

35 - 50 3.7 1.9 10.6 7.7 11.9

50- 100 3.5 1.1 12.7 8.1 14.7

100 - 500 1.8 0.4 7.1 5.8 7.7

>500 0.6 0.1 2.4 1.3 2.9

Nedian a 10.0 8.4 30.5 19.1 36.6

Sample Size

Weighted (1000) 141,131 112,215 28,916 8,526 20,390

Unweighted 8,885 7,098 1,787 519 1,268

SOURCE: Weighted tabulations from ,he quarterly analysis file from ,he 1982-83 Consumer

Expenditure Survey.

aFor purposes of computing the median, cases with zero net income were counted either as very

large positive or very large negative observations.
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percent. Thus, these data appear to suggest that low-income households

tend to spend more than 30 percent of their net food stamp incomes on food

at home. Recall, however, that the overall relationship between spending

and income seems to suggest that income is underreported. Moreover, the

average budget share devoted to food-at-home expenditures is about 20

percent (see Table III.5).

Although the table provides a succinct summary of the data, it is

also useful to examine the relationship of own food expenditures and net

income in more detail. For this purpose, we plotted the value of

expenditures on food from the household's own resources against 30 percent

of net income. Households on or near the diagonal line are those whose

expenditures were approximately 30 percent of their net income. Households

below the line spent less than 30 percent of their net income on food, and

those above the line spent more than 30 percent on food. Figure C.1

displays the data for low-income non-food stamp households.

Figure C.1 reveals several interesting points. First, most of the

cases spending far more than 30 percent of net income on food have very low

net incomes, under $3,000 per year. Second, most of the cases with higher

net incomes (above $10,000) tend to spend less than 30 percent on food.

However, many of the cases that spend less than 30 percent on food have low

net incomes, below $5,000 per year.

B. ANALYSIS OF THE RELATIONSHIP BETWEEN DEDUCTIBLE SHELTER COSTS AND
ADJUSTED GROSS INCOME

The food stamp benefit formula provides an additional deduction for

households whose expenditures on deductible shelter items exceed 50 percent

of their income after the standard deduction, the work expense deduction,
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the dependentcare deduction,and the medical deductionhave been

subtracted. In this section we examine the relationship between deductible

sheltercosts and 50 percentof this income amount,which for convenience

we refer to as "adjustedgross income."

Table C.2 shows the distributionof deductibleshelter costs as a

percentof adjustedgross income for the set of householdsubgroups. The

median values of the variable are 20 percent for the higher-incomehouse-

hold group, 53 percentfor low-incomehouseholdswhich did not receivefood

stamps,and 61 percentfor all low-incomefood stamp recipients. Within

the low-income food stamp participant group, the median for full-year

participantsis much higher than the median for part-yearparticipants(65

versus 52 percent). Indeed,the median and distributionof the shelter

cost variablefor part-yearparticipantsis more similar to that for the

nonparticipantsthan to that for the full-yearparticipants.

Again, it appears that low-income nonparticipants tend to spend

about 50 percent of their "available income" on housing, as the food stamp

benefitformula assumes. However, FSP participantstended to spend

slightly more than 50 percent of their available income on deductible

shelterexpenses. As occurs with food expenditures,very substantial

variation exists among households around these central tendencies. For

example, approximately one-third of the households in each of the two low-

income groups spent 40 percent or less on deductible shelter costs.

Approximately one-third of nonparticipants, but 45 percent of all

participantsand over half of full-yearparticipants,spent more than 60

percent of their adjusted gross income on shelter. The group which spent

just about 50 percent (40 to 60 percent) comprised 30 percent of the food
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TABLE C.2

DISTRIBUTION OF TOTAL EXPENDITURESON FOODAT HONE

AS A PERCENTOF THE THRIFTY FOODPLAN AMOUNT

FOR URBANHOUSEHOLDS: QUARTERLYSAMPLE

(percent)

Low-Income Households

Percent of All Households FSP FSP

Thrifty Food Plan Total Hi_her Income Low-Income Participants Nonparticipants

7OI or Less 27.1 23.4 41.8 40.3 42.4

70_ to 130_ 44.1 44.8 41.5 5l.O 37.5

130_ or More 28.8 31.9 16.8 8.7 20.2

Median 100.5 106.7 80.0 78.6 80.0

Sample Size

Weighted (1,000) 141,131 112,215 28,916 8,526 20,390

Unweighted 8,885 17,098 1,787 519 1,268

SOURCE: Weighted tabulations from the quarterly analysis file from the 1982-83 Consumer

Expenditure Survey.



stamp participant subgroup and 22 percent of the low-income nonparticipant

subgroup.

Plots of deductible shelter costs against adjusted gross income

_Figures C.2 and C.3) were also very similar for the low-income

participants and nonparticipants. In both subgroups, those whose adjusted

gross incomes were higher tended to spend less than 50 percent of their

income on shelter. Those with lower adjusted gross incomes {i.e., below

$12,000) tended to cluster more tightly around 50 percent, except that

there is a group with low income and very high shelter costs (i.e.,

adjusted gross income below $8,000 and shelter costs above $4,000).

C. ANALYSIS OF WORK EXPENSES

Current rules allow 20 percent of earnings to be deducted (the

deduction was set at 18 percent in 1982-83, the period covered by the

CEX). The purpose of this deduction is both to encourage work and to

recognize that the total amount earned is not available for the purchase of

food. As described above, our measure of work expenses includes all taxes

on earnings, as well as miscellaneous occupational expenses. However, it

excludes two potentially large work-related expenditure items that Congress

intended to cover in the work expense deduction--the cost of transportation

to and from work, and the cost of food purchased in the work place. Thus,

we expect that measured work expenses will substantially understate the

actual work expenses of the sample households, which the deduction is

intended to cover.

Table C.3 shows the data on the distribution of work expenses as a

percent of earnings for the subgroups of interest. The top section of the
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TABLE C.3

DISTRIBUTION OF DEDUCTIBLE SHELTEREXPENSES

AS A PERCENTOF ADJUSTEDGROSS INCOt,IEa

FOR URBANHOUSEHOLDS: QUARTERLYSAI_LE

(Percent)

Deductible Shelter Costs Low-Income Households

As A Percent of All Households FSP FSP

AdJusted Gross Income Total Hi_her Income Low-Income Participants Nonparticipants

Zero AdJusted Gross

Income 1.8 0.5 7.1 4.5 8.2

0-20% 41.2 48.9 12.1 7.1 14.2

20-40% 33.1 36.2 21.8 22.2 21.7

40-60% 11.2 9.5 18.0 18.0 18.0C_

60-80% 4.5 2.7 11.5 13.9 10.5

Greater Than 80% 8.2 2.6 29.5 34.4 27.4

Median 23.8 20.5 57.1 61.9 53.9

Sample Size

Weighted (1000) 141,131 112,215 28,916 8,526 20,390

Unweighted 8,885 7,098 1,787 519 1,268

SOURCE: Weighted tabulations from the quarterly analysis file fro_ the 1982-83 Consumer
Expenditure Survey.

aAdjusted gross income equal5 gross income minus the standard deduction, work expense

deduction, dependent care decution, and medical deduction.



table indicates that 82 percent of the higher-income households and 46

percent of low-income households have earned income. Only one-third of

full-yearparticipanthouseholdshave earnings. Interestingly,60 percent

of part-year participants have earnings, a higher proportion than among the

low-income nonparticipants. This high proportion with earnings suggests

that the part-year participant group may consist of households that

experienced a temporary decline in their income.

With respect to the distribution of work expenses among those who

worked, it is interesting to note the differences between low-income and

higher-income households, and the similarities between low-income

nonparticipants and food stamp participants. The median value of work

expenses as a percentage of earned income is 21 percent for the higher-

income earners, but only 10 percent for the low-income earners. For the

most part, this difference reflects the higher rates at which higher

earnings are taxed. The median for low-income nonparticipants is just over

10 percent, while the median for low-income participants is just under 10

percent. However, within the participant group, full-year and part-year

participants are quite different. The medians are 9.4 and 12.2 percent,

respectively. Eighty-four percent of participants {93 percent of full-year

participants and 78 percent of part-year participants} and 75 percent of

nonparticipants spent 20 percent or less of their earnings on taxes and

miscellaneous occupational expenses. Less than 8 percent of low-income

nonparticipants and less than 6 percent of participants devoted more than

30 percent of their earnings to these work-expense items.

Although our measure of work expenses suggests that the FSP work

expense deduction is adequate to cover taxes and miscellaneous work
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expenses for most FSP participants who work, the measure omits some

potentially large components of work expenses--most notably, transportation

to and from work. For this reason and because a small minority of

participants spend more than 20 percent, we must be cautious when drawing

conclusions about the adequacy of the current earned income deduction.

However, the data do indicate that over half of the food stamp households

devoted less than 10 percent of their earnings to the work expense items

covered in the CEX.

D. COMPARISON OF RESULTS WITH THE QUARTERLY ANALYSIS FILE

We examined the sensitivity of the results presented in the

previous sections to the use of the annual analysis file. We computed, for

the quarterly sample, each measure presented in the previous section for

the annual sample, and we tabulated the distributions, means, and

medians. Table C.4 compares the medians of each outcome measure that were

obtained for each sample and target group. Additional details appear in

Tables C.5 to C.7.
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TABLE C.4

DISTRIBUTION OF WORKEXPENSESAS A PERCENTOF EARNINGS

FOR URBANHOUSEHOLDS: QUARTERLYSAMPLE

(percent)

Low-Income Households

All Households FSP FSP

Work Expense Total Higher Income Low-Income Participants Nonparticipants

Percent of Households

with Earned Income 77.4 84.2 50.8 41.1 54.7

Work Expenses as a Per-
cent of Earned Income

0-10% 36.8 34.0 54.6 58.1 53.5

10-20% 16.6 15.6 23.4 27.3 22.2
20-30% 28.9 30.9 16.0 10.6 17.7

30-40% 13.6 !5.3 3.0 2.4 3.2

40-50% 2.7 2.g 1.7 1.1 1.9

More that 50% 1.3 1.3 1.3 0.4 1.6

Median 18.5 20.1 9.3 8.6 9.4

Sample Size

Weighted (1000) 141,131 112,215 28,916 8,526 20,390

Unweighted 8,885 7,098 1,787 519 1,268

SOURCE: Weighted tabulations from the quarterly analysis file from the 1982-83 Consumer

Expenditure Survey.
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TABLE C.5

DISTRIBUTION OF FO(X)EXPENDITURES (EXCLUDING FOOD STAMPS)

AS A PERCENT OF FOOD STAMP NET INCC_IE

FOR URBAN HOUSEHOLDS: QUARTERLY SAMPLE

(percent)

Low-Income Households

Food Expenditures as All Households FSP

Percent of Net Incoee Total Hi_her Income Nonparticipants

Cases with Net Income Zero

Own expenditures less than

the food stamp benefit 0.2 n.m. n.m.

Own expenditures greater than
or equal to the food stamp

benefit 3.6 0.1 15.6

Cases with net income

Positive

Own expenditures as

percent of net income
<O_ o.g 0.2 0.0

0 - 10 48.6 58.8 8.6

11 - 25 31.6 33.6 25.4
26 - 35 5.5 3.8 13.3

36 - 50 3.7 1.9 11.9

51 - I00 3.5 1.1 14.7

101 - 500 1.8 0.4 7.7

> 500 0.6 0.1 2.g

Median a 10.0 8.4 36.6

Sample Size

Weigh,ed (1000) 141,131 112,215 20,390

Unweighted 8,885 7,098 1,268

SOURCE: Weighted tabulations from the Quarterly Analysis File from the 1982-83 Consumer

Expenditure Survey.

aFor purposes of computing the median, cases with zero net income were counted either as very

large positive or very large negative observations.
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TABLE C.6

DISTRIBUTION OF DEDUCTIBLE SHELTER EXPENSES

AS A PERCENT OF ADJUSTED GROSS INCOMEa

FOR URBAN HOUSEHOLDS: (_JARTERLYSAMPLE

(percent)

Deductible Shelter Costs Low-Income Households

as a Percent of All Households FSP FSP

AdJusted Gross Income Total Hi_her-lncome Low-Income Participants Nonparticipants

Zero AdJusted Gross
Income 1.8 0.5 7.1 4.5 8.2

0 - 20% 41.2 48.9 12.1 7.1 14.2

21 - 40% 33.1 56.2 21.8 22.2 21.7

41 - 60_ 11.2 9.5 18.0 18.0 18.0

51 - 80_ 4.5 2.7 11.5 13.9 10.5

Greater Then 80_ 8.2 2.6 29.5 34.4 27.4

Median 23.8 20.5 57.1 61.9 53.9

Sample Size

Weighted (1000) 141,131 112,215 28,916 8,526 20,390

Unweighted 8,885 7,098 1,787 519 1,268

SOURCE: Weighted tabulations from the Quarterly Analysis File from the 1982-83 Consumer
Expenditure Survey.

aAdjusted gross income equals gross income minus the standard deduction, work expense
deduction, dependent care deduction, and medical deduction.
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TABLE C. 7

DISTRIBUTION OF WORKEXPENSESAS A PERCENTOF EARNINGS

FOR URBANHOUSEHOLDS: QUARTERLYSAMPLE

(percent)

Low-Income Households

All Households FSP FSP

Work Expense Total Hi_her-lncome Low-Income Participants Nonparticipants

Percent of Household s

with Earned Income 77.4 84.2 50.8 41.1 54.7

Work Expenses as a
Percent of Earned

Income

0 - I0% 36.8 34.0 54.6 58.1 53.5

11 - 20_ 16.6 15.6 23.4 27.3 22.2

21 - 30% 28.9 30.9 16.0 10.6 17.7

31 - 40% 13.6 15,3 3,0 2.4 3.2

41 - 50_ 2.7 2.g 1.7 1.1 1.g

More Than 50% 1.3 1.3 1.3 0.4 1.6

Median 18.5 20. I 9.3 8.6 9.4

Sample Size

Weighted (1000) 141,131 112,215 28,916 8,526 20,39(3

Unweighted 8,885 7,098 1,787 519 1,268

SOURCE: Weigh?ed tabulations from the Quarterly Analysis File from the 1982-83 Consumer
Expenditure Survey,
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