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EXECUTIVE SUMMARY

The Food Stamp Program (FSP) is the cornerstone of America’s food assistance policy. In
2006, nearly 27 million individuals received food stamp benefits each month. This monthly
program caseload is not static; each month, new individuals enter the program while some
participants exit.

Several factors can lead an individual to enter the program. Some may enroll as a result of a
change in personal financial circumstances; others who are eligible but do not enroll may later
apply for benefits because they recently learned about either the program or their eligibility
through program outreach or other sources; still others may enroll because they are concurrently
enrolled in other public assistance programs such as the Temporary Assistance to Needy
Families (TANF) program or the Supplemental Security Income (SSI) program.

Once an individual is enrolled, numerous circumstances can affect the duration of a
participation spell. A loss of eligibility, for instance, influences spell duration by triggering
program exit. In general, FSP households are required periodically to report changes in income
that may affect their eligibility and to be recertified for eligibility. Thus, individuals whose
income increases beyond the eligibility limits are likely to exit the program at recertification or
when they report their income. Other factors that may prompt a program exit include failure to
comply with program rules, certain life events (moving out of state, moving into group quarters,
or death), or simply a lack of interest in continuing to participate.

Patterns of entry into and exit from the FSP drive caseload patterns. Participation in the FSP
has increased steadily since the early 2000s. The average monthly caseload increased from 17
million in 2000 to almost 27 million in 2006, bringing the number of participants close to the
most recent caseload peak, which occurred in 1994.

Understanding what drives participation dynamics is critical to developing effective FSP
policies. Well-designed studies of participation dynamics, for example, can inform policymakers
about what factors lead individuals to enter and exit the FSP; how long they typically participate;
and how their participation decisions are affected by changes in individual circumstances, overall
economic conditions, and program policies.

The study documented in this report explored the following seven research questions on the
dynamics of participation in the FSP:

1. What factors lead individuals to enter the FSP?
How long do individuals tend to participate?

What factors lead individuals to exit?

Sl

How frequent is program re-entry?
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5. How much do individuals rely on the FSP over time?
6. How do participation patterns vary by subgroup?

7. How have participation patterns changed since the early, mid-, and late 1990s?

The data source for the study was the 2001 panel of the Survey of Program Participation
(SIPP), a nationally representative, short-term longitudinal survey that collects detailed
information on monthly labor force activity, earned and unearned income, cash and non-cash
assistance, and family and household composition. It consists of approximately 35,000
households that are interviewed every four months over a three-year period.

The study was conducted in two stages. In the first stage, a descriptive analysis, we
explored the characteristics of participation spells observed between from 2001 through 2003.
We estimated rates of entry into the FSP among nonparticipants, the duration of participation
spells, the likelihood of re-entering within the panel period, and events associated with entry into
and exit from the FSP. In the report that follows, we also discuss these estimates in terms of the
characteristics of entering and exiting individuals.

In the second stage, a multivariate analysis, we looked more closely at the factors associated
with entry, duration, and re-entry. So while the descriptive analysis illustrates the relationship
between individual-level characteristics and FSP participation, the multivariate analysis captures
the relationship between several characteristics and participation patterns. As part of that
analysis, we estimated a multivariate entry model and discrete-time hazard exit and re-entry
models.

A. FSP ENTRY

On average, in 2001 to 2003, 41 out of every 1,000 individuals in low-income families' who
were not receiving FSP benefits in December participated at some point in the next year, for an
entry rate of 4.1. The likelihood of entry differed according to the family situation. For
example, for those with an income under 300 percent of poverty at some point in the panel
period, about 21 of every 1,000 nonparticipants who had not received food stamp benefits in the
past entered in the next year, but about 145 of every 1,000 of those who had received benefits in
the past entered in the next year. The importance of past receipt of benefits to program entry is
also evident in our comparison of entrants to those “at risk” of entering, that is, individuals who
were not participating but had an income under 300 percent of poverty at some point in the panel
period. Almost 50 percent of individuals who entered the FSP in this period had previously
received benefits, but the same is true for only 10 percent of those at risk of entering.

Age and earnings of family members also affect entry. During the panel period, about three-
fourths of entrants were in families with children, compared with only 55 percent of individuals

! Family income under 300 percent of poverty at some point in the panel period.
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in the at-risk population. Almost 70 percent of entrants had earnings, relative to over 80 percent
of those at risk, and only 6 percent of entrants were elderly, compared with 17 percent of those at
risk.

Figure 1 illustrates the difference in the annual entry rate for several subgroups of
individuals in families. That rate is the average across 2001 to 2003 of the number of individuals
who were not participating in December, were under the income level, and participated at some
point in the next calendar year.

FIGURE 1

AVERAGE ANNUAL ENTRY RATES AMONG NON-PARTICIPATING INDIVIDUALS WITH INCOME
UNDER 300 PERCENT OF POVERTY AT SOME POINT IN PANEL PERIOD,

2001-2003
16 +
14 -+
12 +
10 +
-
3
e 87T an
A Indiyiduals
6 1
4 L
2L
0 | |
Hasnot Has In In In In Children Non-  Elderly
received received families families families families elderly
benefits benefits with  without with  without adults
(18+)  (18+) children children earnings earnings

Source: Mathematica Policy Research, Inc., weighted tabulations of the enhanced 2001 SIPP panel.

With regard to age, the entry patterns of adults (18 and over) indicate that about 29 percent
of adults entered the program at some point in their lives. Among the adults who entered the
FSP at some point, about 15 percent entered when they were 18 to 20 years old; half of the adult
entrants enrolled by the time they were age 30.

The most common events that trigger entry into the FSP are related to a drop in family
earnings. Among those who entered the FSP in the panel period, 56 percent experienced a
decrease in family earnings of at least 10 percent in the four months before they entered. If a
family experienced a job loss, the pre-loss income played a significant role. Families with an
income from 100 to 150 percent of poverty before the job loss were 19 percent less likely to
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enter the FSP after a job loss than were families with income below poverty. Families with an
income over 150 percent of poverty were even less likely to enter the FSP.

Entry triggers have a more pronounced effect when they represent a deviation from an
individual’s usual circumstance. While the loss of a job increased the likelihood of FSP entry for
all individuals during the panel period, the increase was more substantial for individuals who do
not experience frequent unemployment. Individuals who are more accustomed to volatile
employment were less likely to enter the FSP after an employment loss. In addition, single
parents were more likely than other individuals to enter the program after experiencing several
changes in earnings.

In addition to personal factors, local labor market conditions are associated with the decision
to enter the FSP. The probability of entering the program in a given month is positively related
to a state’s unemployment rate and negatively related to the state’s mean wage, even after
controlling for individual characteristics.

State policies play a role in FSP entry as well. Federal FSP policy requires recipients to
report changes in their financial circumstances to state agencies at each recertification
appointment or when changes in monthly income exceed $25 (change reporting). More recently,
states have been given the option of reducing either the frequency of reporting between
certifications (simplified reporting) or the types of incidents that need to be reported (status
reporting). All else equal, the odds of entering the FSP increase by 73, 37, and 60 percent,
respectively, in states with simplified reporting only, status reporting only, and both simplified
and status reporting when compared to states with change reporting only.

B. REPLACEMENT RATES

Whereas entry rates measure the number of entrants in a fixed period of time in relation to
the population, replacement rates measure the number in relation to the caseload size. It is
defined as the number of new entrants in a month divided by the number of participants in the
previous month’s caseload. The average annual replacement rate for 2001 to 2003 was 5.4
percent, appearing higher than the rate for the mid- and late 1990s.

C. DURATION OF FSP PARTICIPATION SPELL

Over half of the individuals (61 percent) who entered the FSP during the panel period exited
within one year (see Figure 2). The median participation spell among new entrants was about 8
months. However, among a cross-section of those participating in a given month early in the
panel (May 2001), the median spell was about 48 months. We expect the spell duration to be
longer for the cross-sectional sample than for those entering. For any month of the sample we
choose to observe, we will miss many of the short spells that occur within the sample period—
they are likely to have occurred before or to begin after our sample month. However, longer
spells are more likely to include our sample month. For this reason, the longer spells are more
heavily represented in the cross-sectional sample than in the entry sample.
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Like entry rates, spell duration varies according to the characteristics of an individual.
Individuals in families without earnings have longer spells than individuals in families with
earnings. Children have longer spells than non-elderly adults, and elderly individuals generally
have the longest spells. These patterns are markedly different from entry rate patterns, in which
the elderly are the least likely to enter.

Past FSP receipt and length of the ongoing participation spell also influence spell duration.
Individuals who have received benefits in the past are likely to have longer spells than those who
have not, and those who have participated for long periods are less likely than shorter-term
participants to exit the FSP. One factor that contributes to the significant difference between the
spell duration for individuals in their first spell and those in a repeat spell is finding employment
in the four months before exiting the FSP. This event leads to shorter spells for individuals in an
initial spell compared to those in a repeat spell.

FIGURE 2

COMPARISON OF LENGTH OF FOOD STAMP PARTICIPATION SPELLS AMONG ENTRANTS AND A
CROSS-SECTION OF PARTICIPANTS

100

Six months or less One year or less Two years or less

B Food Stamp Entrants, 2001-2003 0O Cross-Section of Food Stamp Recipients (May 2001)

Source: Mathematica Policy Research, Inc., weighted tabulations of the enhanced 2001 SIPP panel.

Individuals in states with simplified reporting or status reporting have longer participation
spells than individuals in states with change reporting. The impact of living in a state with either
simplified or status reporting is even more pronounced for families without children, elderly, or
disabled individuals and for families with children and married adults compared to other family
subgroups.
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D. FSP TURNOVER

The turnover rate measures the size of the population that comes into contact with the FSP
over the course of a year in relation to the size of the caseload. We estimate the average annual
turnover rate from 2001 to 2003 as 1.5. Thus, caseworkers who had a caseload size of 100 in a
single month handled an average of 150 different cases over the course of the year.

E. FSP EXIT

The most common trigger associated with an FSP exit is an increase in family income, with
almost three-quarters of exiting participants experiencing an increase in income of at least 10
percent. During the panel period, about one-quarter of these participants left the FSP within four
months of the increase. Other triggers we examined did not occur as often as the income
increase, but they were associated with a similar percentage of participants exiting within four
months. For example, for almost half of all participants, a family member, either with or without
income, left the household. In about one-quarter of these cases, the participant also left the FSP
within four months. Fewer than 20 percent of all participants experienced an increase in family
size, but again, about one-quarter of these participants left the FSP within four months of the
household change.

The decision to exit the FSP differs for people in different economic circumstances at the
start of the spell. In the panel period, individuals in families with an income greater than 150
percent of poverty at the start of the spell were more likely to leave the FSP than were
individuals in poorer families. Furthermore, prior employment and income history affect the
magnitude of the association between exiting the FSP and a family's change in employment or
income in the several months preceding exit. We found that for families with high employment
volatility or high frequency of income changes, the likelihood of exiting the FSP increased by 37
and 100 percent, respectively for those who found jobs or had an increase in income. For those
with a more stable year (lower employment volatility and less frequent income changes), the
magnitude of these effects is less. This provides evidence that individual's longer-term
employment and income experiences play an important role in predicting participation behavior
after a job or income change.

F. FSP RE-ENTRY

More than half of the FSP participants who exited the program in the panel period re-entered
within two years. Forty-five percent re-entered within one year of exiting, and another 10 percent
re-entered within two years of exiting (see Table 1). Although we cannot be sure about who
entered after the panel period, it appears that most people who re-enter the FSP do so within two
years of exiting. However, individuals with longer duration of prior receipt of food stamps are
more likely to re-enter than individuals with shorter spells.
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TABLE 1

RATE OF FSP RE-ENTRY WITHIN THE PANEL PERIOD

Re-entering FSP within Panel Period Percent
Within 6 Months 28
Within 12 Months 45
Within 18 Months 50
Within 24 Months 55

Whether a former participant is employed at the start of the nonparticipation spell does not
predict re-entry; however, triggers related to job loss are strongly associated with re-entry. As
revealed by the entry analysis, individuals who lose a job are more likely to re-enter the FSP if
they have had a more stable year in terms of employment.

State-specific policies and labor market conditions are also important predictors of re-entry.
Individuals in states with simplified reporting or quarterly reporting, lower mean wages, and
higher unemployment rates are more likely to re-enter.

G. TOTAL TIME ON THE FSP DURING THE PANEL PERIOD

Total time on the FSP during the panel period is simply the number of the 36 months in the
sample that a person receives FSP benefits. Of the individuals on the panel who received FSP
benefits during the panel, 37 percent were in the program for a total of 8 months or less, and 16
percent participated for the entire panel (see Figure 3). The median total time was 15 months (or
40 percent of the possible 36 months). This finding suggests that individuals depend more
heavily on the FSP than is indicated by the duration analysis (median duration was 8 months).
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FIGURE 3

TOTAL TIME PARTICIPANTS SPENT ON FOOD STAMP PROGRAM DURING 36-MONTH PANEL

33 to 36 months
16%

1 to 8 months
37%

17 to 32 months
16%

17 to 24 months
14%

9 to 16 months
17%

Source: Mathematica Policy Research, Inc., weighted tabulations of the enhanced 2001 SIPP panel.

H. SPELL TYPE

The measure of total time on the FSP suggests that many participants with short spells re-
enter the FSP. Including spells that occurred prior to the 2001 SIPP panel, nearly two-thirds of
participants had multiple spells. More participants had multiple spells in the early 2000s than in
the early 1990s, and fewer had a single long spell.

I. CHANGES IN FSP DYNAMICS OVER TIME

Table 2 presents several of the measures of FSP dynamics discussed in this report alongside
the estimates from earlier reports. Overall, entry rates in the early 2000s are similar to rates in
the early 1990s, and the spell duration for those who entered in the panel period does not
significantly differ from the spell duration in the early 1990s. Individuals who exited re-entered
sooner, on average, than in earlier years, which means that there were more participants with
several spells in the early 2000s than there were in the early 1990s. However, the entry and exit
triggers have not changed. A decrease in income remains the predominant trigger of entry, and
an increase in income remains the predominant trigger of exit.
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COMPARISON OF PRIMARY MEASURES OF FSP PARTICIPATION DYNAMICS

TABLE 2

Annual Entry Rate Among All Individuals (Percent)
Replacement Rate (Percent)
Median Duration for Entry Cohort (Months)

Median Cross-sectional Completed Spell Length
(Months)

Median Time-Off Between Spells (Months)

Receiving Benefits for Total of Eight Months or Less
in Panel Period (Percent)

Receiving Benefits for 36 Months (Percent)
Multiple Spells (Percent)
Average Annual Turnover Rate

1990-1993 1993-1996 1996-1999  2001-2003
2.6 NA NA 33
NA 4.2 3.8 54
9 8 8 8

>96 54 54 48
20 NA NA 16
27 NA NA 37

NA NA NA 16
51 NA NA 63
1.3 NA NA 1.5
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I. INTRODUCTION

The Food Stamp Program (FSP) is the cornerstone of America’s food assistance policy. In
2006, nearly 27 million individuals received food stamp benefits each month. This monthly
program caseload is not static; each month, new individuals enter the program, while some
participants exit. Understanding what drives these participation dynamics is critical to
developing effective FSP policies. In particular, investigating caseload dynamics provides
information about what factors lead individuals to enter the FSP, how long individuals typically
participate, and what factors lead them to exit the program. Caseload dynamics studies can show
how individuals’ participation decisions are affected by changes in individual circumstances, by
overall economic conditions and by program policies.

Typically, studies of program participation dynamics examine measures related to four key

aspects of participation spells:

1. Program Entry. Key measures of entry are the number of people entering the
program over a fixed period of time in relation to the size of the population (entry
rate) and the number entering in relation to the caseload size (replacement rate).
Examining changes in program entry and replacement rates over time can help to
explain overall trends in caseloads. Moreover, examining individuals’ circumstances
before they enter the program can help identify the reasons individuals choose to
participate in the program.

2. Duration of Program Participation. Estimates of the duration of participation spells
can provide valuable insight into the degree to which individuals rely on the FSP
once in the program. Duration is measured from a number of perspectives. Entry
cohort analysis measures the length of stay of individuals who enter the FSP around
the same time period. Cross-sectional analysis measures the length of stay for those
who are participating at a specified point in time. The cross-sectional analysis
usually indicates longer participation spells than the entry cohort because the cross-
sectional analysis includes the accumulation of entrants that do not exit quickly.
Finally, measures of turnover and months ever receiving benefits during a period
indicate the prevalence of multiple spells.



3. Program Exit. Exit rates reflect the proportion of participants that exits the program
over a fixed period of time. Like changes in entry rates, changes in exit rates over
time can help explain changes in caseload size, and an examination of individuals’
circumstances around the time of exit can help determine why individuals leave the
program.

4. Program Re-entry. Re-entry patterns measure the extent to which individuals cycle
on and off a program. These measures tell us much about how and why individuals
use these programs.

This study examines participation dynamics for the FSP. It is conducted in two stages. In
the first stage, we describe the characteristics of participation spells observed between early 2001
and late 2003. If the entry patterns observed over this time for adults remained constant over
time, we estimate that 29 percent of adults (age 18 and over) would participate in the FSP at
some point in their adulthood. In addition, each year, 3 out of every 100 people of all ages not
receiving food stamp benefits at the start of the year would enter the program by the end of the
year. While entry rates in the program have increased since the early 1990s, participation spells
appear to have shortened; half of all participation spells end within eight months, and 62 percent
end within one year. However, 45 percent of people that exit the FSP re-enter the program
within 12 months.

In the second stage of the study, multivariate techniques are used to better understand the
factors that influence participation dynamics. We find that the loss of employment is one of the
most influential personal changes that can trigger entry into the FSP, and that this change is more
likely to trigger entry into the program for individuals who have a stable employment history
than for individuals with a volatile employment history. Regardless of what leads someone to
enter the program, getting a job is one of the most influential personal changes that leads to

exiting the FSP. Finally, we find that in states with simplified income reporting rules for



program participants, entry and re-entry rates tend to be higher, and participation spells tend to
be longer than in states that have not adopted the new income reporting rules.

This rest of this chapter provides background on the FSP, reviews the previous research on
the dynamics of poverty and FSP participation, describes the research objectives of this study,
discusses the data used for the analysis, and presents an overview of the methods employed.
Chapter II of this report discusses the characteristics of FSP participation spells observed in the
2001 to 2003 period. Chapter III presents the results of multivariate analyses used to better

understand the factors that influence individuals’ decisions to enter, exit, and re-enter the FSP.

A. BACKGROUND ON THE FOOD STAMP PROGRAM

The FSP provides monthly benefits that can be used to purchase food in over 160,000
authorized stores across the United States. Eligibility for the program is based primarily on
financial need; in general, individuals must have income and assets below specified eligibility
thresholds. Households without elderly or disabled members must have gross income equal to
less than 130 percent of the poverty level, net income less than 100 percent of poverty, and
countable assets less than $2,000.> Households with elderly or disabled members must have net
income less than 100 percent of poverty and countable assets less than $3,000.’

Some households are identified as categorically eligible for the FSP, and are not subject to
the income or asset screens. Households in which all members receive Supplemental Security

Income or cash benefits through TANF are categorically eligible. In addition, states have

2 Net income represents the amount of income households have available to use for food. It equals gross
income less a standard deduction, an earnings deduction, and deductions for dependent care, medical expenses and
shelter expenses. Countable assets are primarily financial assets and some vehicular assets.

* During our analysis period, the asset limit for households with disabled members but no elderly members
changed. Prior to October 2002, they were limited to $2,000 in assets. In October 2002, the limit increased to
$3,000.



conferred categorical eligibility status to recipients of in-kind benefits from federally-funded
TANF programs, though the FSP places an income limit of 200 percent of poverty for
households receiving noncash TANF benefits that are largely funded from non-TANF sources.

Certain individuals are categorically ineligible for the FSP and cannot receive benefits even
if they pass the income and asset requirements. During most of our analysis period, most legally
resident noncitizens must have acquired 40 quarters of work before becoming eligible for the
FSP. Children and disabled noncitizens who resided in the United States in August 1996 and
elderly individuals who were both 65 and resident in August 1996 were eligible as long as they
met the income and asset requiremen‘[s.4

Over the past 10 years, all states have made the transition from providing benefits through
paper coupons to providing benefits through electronic benefit transfer (EBT) cards. A
household’s food stamp benefit level equals the maximum FSP benefit for a household of that
size less 30 percent of the household’s net income. Maximum benefit levels are the same in all
states, with the exception of Alaska and Hawaii, where cost of living adjustments are made.
Maximum benefits are set equal to the cost of the Thrifty Food Plan, the USDA’s lowest-cost
food plan and are updated annually for higher food prices.

Several factors, alone or in combination, may lead an individual to enter the program. Some
individuals may enroll as a result of a change in personal financial circumstances; others who are
eligible to begin with may enroll because they recently learned about the program or about their

own eligibility through program outreach or other sources; still others may enroll because they

* The rules regarding noncitizen eligibility changed during our analysis period. In October 2002, all disabled
noncitizens meeting the income and asset requirements became eligible. In April 2003, noncitizens who had been
legally resident for five or more years became eligible, and in October 2003, noncitizen children became eligible, as
long as the other eligibility conditions were met.



are concurrently enrolled in other public assistance programs, such as the Temporary Assistance
to Needy Families (TANF) program or the Supplemental Security Income (SSI) program.

Once an individual is enrolled, the duration of the participation spell can be affected by
numerous circumstances. A loss of eligibility, for instance, influences spell duration by
triggering program exit. In general, FSP households are required to periodically report changes
in income that may affect their eligibility and to be recertified for eligibility. Thus, individuals
whose income increases beyond the eligibility limits are likely to exit the program at the time of
income reporting or recertification.

In addition to loss of eligibility, the following other factors may prompt program exit:

e Failure to comply with program rules, including reporting requirements and the work
requirements for nondisabled nonelderly childless adults’

e Life events, such as moving out of state, moving into group quarters, or death

e The household decides that benefits are too low to be worth the effort of complying
with administrative requirements in the program

e Errors in the administration of the program or determination of benefits

For most FSP participants, there are no limits on the number of times they can participate in
the program or on the total amount of time they can receive benefits as long as they meet the
eligibility requirements. Thus, individuals whose financial circumstances and other needs
fluctuate over time may have multiple spells of participation.

The program’s rules have changed substantially over the past 10 years, first as a result of

welfare reform in the late 1990s, and more recently as states have been given increasing

* Nondisabled nonelderly childless adults are subject to time-limited benefits if they are not meeting the
program’s work requirements or exempt by waiver.



flexibility to alter program rules and procedures. Key program changes that have occurred

include the following:

o Changes in Asset Eligibility Rules. States have the option to change asset eligibility
rules to make the FSP more accessible to families that need vehicles to get to work.

o Expanded Categorical Eligibility. In many states, categorical eligibility (that is,
qualifying for benefits without having to pass the income and asset eligibility tests)
has been extended to large populations receiving noncash benefits through the state’s
TANF program.

e Qutreach. States have substantially stepped up program outreach so that individuals
in need of assistance know that FSP benefits are available and how to apply.

o Electronic Benefits. States implemented their EBT programs in the 1990s and early
2000s, reducing the stigma associated with using FSP benefits by making
transactions at retailers appear similar to those using credit and debit cards.

e Changes in Certification Periods. The FSP certification period is the length of time
a household has before it must effectively reapply for benefits. Certification periods
typically range from 3 to 12 months, depending on the state guidelines and
household circumstances. In recent years, many states have started providing longer
certification periods for those individuals — such as individuals with earnings — who
would previously have received a three-month certification period.

e Changes in Reporting Requirements. Reporting requirements govern how a
participating household must report changes in their income during certification
periods. Previous FSP rules required all income changes over $25 to be reported.
Recent policy options allow states to simplify these rules. Two policy options
examined in this report are simplified reporting and status reporting. The simplified
reporting option allows clients not to report any changes in income during their
certification period, so long as their income does not exceed 130 percent of poverty.
Status reporting requires a client to report only when a household member has a
change in jobs, receives a different rate of pay, or shifts from part-time to full-time
work (or has a similar change in employment status); income changes due to
different hours of work do not need to be reported. These two policy options are not
mutually exclusive.

e Transitional Benefits. States have the option to provide food stamp benefits for three
months to FSP participants who exit the state TANF program regardless of whether
the individuals are still eligible for food stamps.



Participation in the FSP has increased steadily since the early 2000s. The average monthly
caseload increased from 17 million in 2000 to almost 25 million in 2005.° While this increase is
likely fueled by changes in the economy and by growth in the number of eligible individuals, it is
also likely that program policy changes have influenced these trends by improving program
access. As can be seen in Figure 1.1, the number of eligibles did not increase much from 2004 to

2005 while the caseload size continued to grow.

FIGURE I.1

FSP PARTICIPANTS AND ELIGIBLES, 2000-2005
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Source: Wolkwitz, Kari. “Trends in Food Stamp Program Participation Rates: 1999 to 2005.” Alexandira, VA:
U.S. Department of Agriculture, Food and Nutrition Service, June 2007

® The totals for 2005 include disaster assistance provided to victims of Hurricanes Katrina and Rita.



B. PREVIOUS RESEARCH ON DYNAMICS

This study builds on a variety of previous studies examining the movement of people in and
out of public assistance programs. Several studies have examined the dynamics of entry into and
exit from poverty. These studies are relevant because they use methods similar to those of
studies examining program participation dynamics, and they track the population generally
targeted by the FSP. Other studies have examined FSP participation dynamics specifically.
While these studies focus primarily on reasons for program entry and exit along with duration of
program participation spells, some also examine program participation over an individual’s

lifetime, and others identify factors related to caseload growth and decline.

1. Research on Poverty

To a substantial degree, the populations eligible for the FSP overlap with the populations
that are poor. Consistent findings emerging from the large body of poverty research are that (1)
poverty touches many people at some point in their lifetime; (2) close to half of spells of poverty
end within a year; (3) at any point in time, most people in poverty are in the middle of long-term
poverty spells; (4) most poverty entries and exits are triggered by changes in employment—for
various household members in addition to the household head; and (5) black and white
individuals have markedly different poverty rates.

Studies of entry into poverty over a person’s lifetime generally use the Panel Study of
Income Dynamics (PSID) and include work by Duncan and Rogers (1988) and Rank and Hirschl
(1999). The former focused on children, specifically those up to age 4 at the start of the PSID
data collection in 1968. The authors found that about one-third of these children entered poverty
within 15 years, and another 18 percent were near poor (defined as between 100 and 150 percent

of poverty) during the same period. Twelve percent lived in poverty for 5 or more years.



Almost 80 percent of black children, however, were found to enter poverty for some period in
these 15 years, and almost 47 percent would stay in poverty for 5 or more years. Rank and
Hirschl (1999) found similarly high probabilities of poverty entry at some point in adult life; they
estimated that by age 40, over one-third of adults (age 20 and over) would experience poverty,
and that more than half would experience poverty by the time they were 65 years old. Again, the
estimates varied substantially by race, so two-thirds of black adults could expect to enter poverty
by the time they were 40 years old and 84 percent by the time they were 65 years old.

Other researchers also have noted that although a sizeable portion of the population has
extended poverty spells, poverty spells are short for most people. Long-term spells accumulate
over time so that even if a small proportion of poverty spells are long, the cumulative effect is
that in a given month, most of the population in poverty is in the midst of a long spell. Duncan
and Rogers (1988) estimated that the average spell for children over the 15-year period was 1.5
years (0.9 years for nonblack children and 5.5 years for black children). Bane and Ellwood
(1986), who also used the PSID, found that about 45 percent of the population exit poverty
within a year of entering. At a given point in time, though, the study estimated, slightly over 50
percent of the people in poverty would be in a spell that would last 10 or more years.

McKernan and Ratcliffe (2002), Bane and Ellwood (1986), and Duncan and Rogers (1988)
examined household events that trigger entry into and exit out of poverty. Using the Survey of
Income and Program Participation (SIPP) panels for the early 1990s and late 1990s, McKernan
and Ratcliffe found that changes in employment were the most important triggers of poverty
entry and exit in the late 1990s, although the role that earnings played reduced between the early
and late 1990s. They noted that the very large number of poverty entry and exits prompted by an

employment change was due, in part, to the fact that so many households experienced this event.



They found that even after controlling for other factors in a multivariate analysis, employment
remained the primary influence on poverty entry and exit. Using the PSID, both Bane and
Ellwood (1986) and Duncan and Rogers (1988) not only noted the importance of changes in
earnings in relation to entries and exits, but also showed that any household member’s
earnings—not just the head’s—could trigger an entry or exit. Indeed, these studies found that
the employment of household members could be just as important as, and in the case of poverty
exits, even more important than, a change in the household head’s earnings.

According to Bane and Ellwood (1986), entry was also triggered by a birth of a child, the
onset of a disability, and a shift from a household with two adults to one headed by a single
female. For poverty exits, additional triggers included an increase in education and a shift from a
household headed by a single female to one headed by two adults. McKernan and Ratcliffe
(2002) also found that in the early 1990s, before welfare reform, the shift in marital status of the
household head played a more prominent role in entries and exits than it did in the late 1990s.

Iceland (1997) used the PSID to examine factors influencing poverty exits that were
exogenous to the household, such as changes in the economic structure of metropolitan areas.
Looking at two periods, 1970-1974 and 1979-1985, he found that a decline in the share of
manufacturing jobs in metropolitan areas led to a decline in poverty exits for black individuals in
both periods, and that an increase in the share of jobs in the service industry triggered a decline
in poverty exits for black individuals during the second period. However, expansion in the
retail/wholesale industry prompted more poverty exits for black individuals. With the exception
of the growth in the service industry in the earlier period, which led to a rise in exits for white
individuals, these changes in economic structure were not significant exit triggers for white

individuals.
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2. Research on FSP Participation Dynamics

Studies of FSP participation dynamics show that the events triggering FSP entry and exit are
similar to those triggering poverty entry and exit, and that patterns of FSP entry and exit vary by
subgroup, much like patterns of poverty entry and exit. In examining dynamics in the mid-
1980s, Burstein (1993) found that the most common FSP entry trigger was a decline in a
household member’s earnings, and that the most common exit trigger was an increase in a
household member’s earnings. Similarly, Gleason et al. (1998), which investigated FSP
participation dynamics in the early 1990s, also found that a drop in earnings preceded entry more
often than other triggers.

These two studies, as well as an analysis by Cody et al. (2005) of entry and exit rates
throughout the 1990s and by Murphy and Harrell (1992) of long-term participants in the late
1980s, contributed substantially to our understanding of FSP program dynamics. The following
other important findings are generally consistent across the studies and confirm many of the
results identified above for poverty:

e Household composition changes play a significant role in triggering entries, re-
entries, and exit.

e Most people who enter the program exit within one year.

e At any one point in time, most participants are in the middle of a spell of four or
more years.

e Of those who exit the program, one-third or more re-enter within one year.

e Households that have earnings when they enter tend to exit sooner than households
that do not have earnings when they enter.

7 Although most people who enter the FSP remain participants for a year or less, the longer term spells
accumulate. Thus, over time, the cumulative effect is that more participants at a given point in time are in the midst
of a long-term spell than in the midst of a short-term spell.

11



e Female-headed households with children rely on the FSP more than other household
types.

However, these and other studies indicate some noteworthy differences in dynamics from
one study period to the next. Burstein (1993) found that the median spell for persons entering the
FSP in the early 1980s lasted six months, while Gleason et al. (1998) estimated it to be nine
months by the early 1990s, and Cody et al. (2005) pegged the median spell duration at eight
months on the basis of SIPP data for the 1990s. Wilde (2001) and Cody et al. (2005) also used
the Food Stamp Program Quality Control (FSPQC) data to develop similar estimates for 1990-
1999; Wilde estimated that the median spell duration for new entrants was seven months, while
Cody et al. found it to be six months. When examining how entry and exit rates contributed to
the growth and decline of the FSP caseload, Gleason et al. (1998) found that the increase in the
caseload in the early 1990s was a result of an increase in the duration of FSP spells, whereas
Cody et al. (2005) identified increasing entry rates as the larger contributor (though longer spells
were found to play a substantial role). Table I.1 compares the time frames, data, and study
objectives across several of these studies. Figure 1.2 illustrates the change in the caseload size in
relation to each of these study periods.

During the period covered by the current study, the FSP caseload grew, and the program
underwent several changes. Figure 1.2 clearly illustrates that the caseload size was increasing; it
was also a period of increasing unemployment and increasing numbers living in poverty. In
2001 and 2002, states began to align the vehicle portion of the asset eligibility test to their
eligibility tests under TANF, and several states implemented simplified reporting options. In
2002, the Farm Security and Rural Investment Act also made several changes to the FSP that
began in 2003, including the restoration of benefits to many noncitizens. In addition, the

legislation gave states the opportunity to expand the types of households that could be eligible
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for simplified reporting, increased selected deductions, and simplified several other program

rules.

TABLE I.1

COMPARISON OF PREVIOUS STUDY TIME FRAMES, DATA,

AND STUDY OBJECTIVES WITH CURRENT STUDY

Gleason et al.

Burstein (1993) (1998) Cody et al. (2005) Current

Time Period 1983-1986 1990 - 1993 1990-1999 2001 - 2003

Panel(s) 1984 1990, 1991 1990, 1991, 1992, 2001
1993, 1996

Sample Size 20,000 households 35,000 households 12,000-40,000 35,000 households
households

Historical FSP Data No Yes No Yes

Used

Descriptive Analysis Entry, exit, Entry, exit, Growth, Entry, exit,

Primary At-Risk
Definition for Entry
Analysis

Multivariate Analysis

duration, re-entry,
entry and exit
triggers

Non-participating
individuals;
household income
under 300 percent
of poverty

N/A

duration, re-entry,
entry and exit
triggers, total time
on, turnover

Non-participating
individuals

Duration, re-entry

replacement, exit,
duration

N/A

N/A

duration, re-entry,
entry and exit
triggers, growth,
replacement, total
time on, turnover
Non-participating
individuals; family
income under 300
percent of poverty

Entry, duration, re-
entry

C. RESEARCH OBJECTIVES

The goal of this study is to update and extend previous research examining FSP participation

dynamics, building primarily on the work of Burstein (1993), Gleason et al. (1998) and Cody et

al. (2005). As in Burstein, we will limit much of our analysis to the population that is observed

to be low income at some point in the panel period. However, when comparing our results to

those of Gleason et al., we expand our sample to the larger population used in their study.
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Our first objective is to describe FSP dynamics using SIPP data from 2001 through 2003.
This analysis (presented in Chapter II) describes patterns of program entry and exit, and provides
descriptive statistics on participation spells observed over this period. The key research

questions explored fall into four categories:

(1) FSP Entry
e What are the rates of entry into the FSP, and how do they vary by subgroup?

e How have entry rates changed since the late 1990s, when welfare reform was
implemented?

e What trigger events precede FSP entries?

e What proportion enters the FSP at some point?

(2) Duration of FSP Participation

e What is the duration of participation spells among individuals entering the
FSP, and does duration vary among subgroups?

e What is the median time on the FSP after program entry?

e What is the duration of spells for a cross-section of participants receiving
benefits in the same month?

e What proportion of the caseload has single short-term spells, single medium-
term spells, single long-term spells, and several spells?

e What is the total time individuals spend on the FSP over a specified period?

(3) FSP Exit
e What are the rates of exit from the FSP, and how do they vary by subgroup?

e What trigger events precede exit?

(4) FSP Re-entry
e What proportion of participants who exit the FSP return within less than a year?
e What is the median time off the FSP between spells?

e What trigger events precede FSP re-entries?
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The study’s second objective is to examine the factors that influence FSP entry, spell
duration, exit, and re-entry. This analysis (presented in Chapter III) looks at a subset of those
participation spells examined in Chapter II. Using multivariate techniques, we examine how
individual circumstances and state policies affect the likelihood that individuals will enter the
FSP, the duration of their participation spells, and the likelihood that they will re-enter the FSP.
We further explore the work done by Gleason et al. (1998) to examine whether trigger events are
more influential when they reflect a deviation from an individual’s usual circumstances. The

key research questions examined fall into the same four categories:

(1) FSP Entry

e Controlling for the long-term characteristics of individuals, what circumstances
are most prevalent just before FSP entries?

e To what degree do prior circumstances regarding employment, marital status,
annual income, receipt of food stamp benefits, and similar factors affect FSP
entries?

e How do the effects of an entry trigger event differ when the event reflects a
deviation from the individual’s usual circumstances?

e What effects do state FSP policies have on the probability that an individual
will enter the FSP?

(2) Duration of FSP Participation

e How do FSP spell durations vary by type of entry trigger event? Do they vary
by whether the event was a deviation from the individual’s usual circumstances?

e How are durations of participation spells affected by state FSP policies?
(3) FSP Exit

e Controlling for the long-term characteristics of individuals, what circumstances
are most prevalent just before FSP exits?
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(4) FSP Re-entry

e How do FSP re-entry rates vary by characteristics of the individual at the time
of exit from the previous FSP participation spell?

e How is the probability of re-entry affected by the stability of the individual’s
circumstances after exiting the FSP?

e How are re-entry rates affected by state FSP policies?

D. DATA AND METHODOLOGY

This study relies on data from the 2001 panel of the SIPP. This section provides
background on the SIPP data and discusses key issues regarding potential response errors in the
SIPP. This section also provides an overview of the methodology used in this report.

Additional details on the methodology are provided in Chapters II and III.

1. Data: The Survey of Income and Program Participation 2001 Panel

The SIPP is a short-term longitudinal survey that collects detailed monthly data on labor
force activity, earned and unearned income, cash and noncash assistance, family and household
composition, and several additional items. (See Table 1.2 for a summary of the 2001 SIPP
panel.) It follows a representative sample of civilian noninstitutionalized persons over time,
collecting monthly data by means of interviews conducted at four-month intervals. All members
of the households interviewed in the first “wave” remain eligible to be interviewed in subsequent
waves, even if they move away from the original sample address, provided that they remain in

. . . . . 8
the survey universe and do not miss more than one consecutive interview.

¥ The exceptions are (1) children under 15 who move without an accompanying adult panel member and (2)
persons who move too far from the nearest SIPP primary sampling unit.
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TABLE 1.2

SUMMARY OF THE 2001 SIPP PANEL

Purpose Collect income, labor force information, program participation,
demographic characteristics

Design Multistage-stratified sample; longitudinal
Sample Size Approximately 35,000 households in Wave 1
Interview Period Households interviewed every four months about previous four months;

February 2001 to January 2004
Data Time Period Four months preceding interview: October 2000 — December 2003

Historical Data Program participation (e.g., Food Stamp receipt) prior to 1* month of
household’s panel period

Universe Civilian, noninstitutionalized population

Weighting Full panel weights assigned to those with data (possibly imputed) for full
duration of panel or who left the universe or died before the end of the
panel period; weighted to population eligible for SIPP in January 2001;
cross-sectional weights available for each wave but not used in this analysis

Respondent Household members age 15 and over; proxy interview for unavailable
household members

Each interview asks panel members and everyone living with them at the time about their
activities during the preceding four months. Each interview includes a common set of core
questions that collect information on household and family composition, personal demographic
characteristics, employment, income, and participation in a wide range of government assistance
programs. Periodic “topical modules™ collect data on specialized subject areas such as previous
participation in public assistance programs (also called “r