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Abstract:

This paper uses administrative records from Soatitolha on food stamp households
with children to look generally at the charactécsbf households that contribute to exits from
the Food Stamp Program and more specifically atdhsons why households leave the
program. The investigation focuses on how earnimgteries and especially earnings volatility
are associated with different types of exits. &halyses reveal that half of South Carolina’s
food stamp households with children leave the mnogbecause they let their certification
periods lapse without filing the necessary papekvior recertification. Households with
earnings at the start of their certification pesi@de especially likely to leave for this reasén.
further sixth of the caseload exits because eitHails to provide sufficient information or its
information cannot be verified. Just over a fitkits because it either reports or is discovered to
have incomes that are too high, and about an elghttes voluntarily or for other reasons. For
white households, more variable earnings hist@resnegatively associated with exits for
income ineligibility. For black and white houseti®l more variable earnings histories increase
the odds of leaving voluntarily or for other reason
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EARNINGSVOLATILITY AND THE REASONSFOR LEAVING THE
FoobD STAMP PROGRAM

1. Introduction

The primary goal of the Food Stamp Program is torowe the well-being of low-income
households by increasing their food purchasing p@amnd helping them to obtain more
nutritious diets than they might otherwise be ablafford. To increase well-being, program
administrators want benefits to reach as many poaseholds as possible. Because it is means
tested, the program also helps to stabilize conompnd provides a degree of social insurance.
Beyond helping low-income households, the Food $tBnogram also has other goals. As a
publicly-financed program, it must be a good stelartaxpayer dollars and minimize costs and
maintain program integrity by ensuring that bersedite delivered efficiently and directed toward
truly needy households. More recently, the FoairptProgram has also emphasized an
additional goal of promoting economic self-suffroosy.

In some cases, these goals conflict with one anotker instance, it is well-known that
the benefit formula, which reduces a householditraent of food stamps as its income rises,
creates work disincentives that partly undermireesiif-sufficiency goal. Less understood is
how administrative procedures, intended mostlydwaace the goal of maintaining program
integrity, affect household well-being and selffsuéncy.

The federal and state governments are partneneiRdod Stamp Program, with the
federal government setting general rules for tlig@m and paying the entire cost of benefits
and the states administering the program. In tioééras administrators, states have considerable

latitude in a number of areas including establigland running food stamp offices, developing



and reviewing initial applications, and settingaeiication intervals. States may also obtain
waivers from the federal government to alter ofkeatures of their programs.

Researchers have only recently begun to quant#fyntipacts of these policies and
procedures. For example, Ribar et al. (2006aptmd that exits from the Food Stamp Program
occur mainly at recertification periods and thatrenfsequent recertifications hasten exits and
decrease the caseload. Staveley et al. (2002)\aremb similar patterns in administrative data
from Maryland, and Currie and Grogger (2001), Kablzad Wilde (2003), and Kornfield
(2002) have documented negative associations betweeertification frequency and food stamp
caseloads. While this research has identified ig¢imapacts associated with policies and
procedures, it has not yet explained why certdieces appear. With respect to recertification
frequency, shorter intervals could increase thedl®in of ineligible households, deter ineligible
households from continuing their participationdescourage eligible households by increasing
the costs of program compliance.

In this paper, we use administrative records fraut® Carolina on over 32,000 food
stamp spells for cases with children that begawéen the second half of 1997 and the first half
of 2005. We use descriptive and multivariate exestiory methods to look generally at the
characteristics of households that contribute ttsdsom the Food Stamp Program and more
specifically at the reasons why households leaggthgram. A focus of our investigation is on
how earnings histories and especially previousiegsrvolatility are associated with different
types of exits. The data from South Carolina ateaerdinarily helpful in this regard.

First, the information in South Carolina’s admirasive records is extremely rich and
detailed. The records from the Food Stamp Progtsett not only contain the start and stop

dates of program participation—information neededdnstruct spells—but also contain



demographic information about the participating$eholds and the specific reason why each
household stopped receiving benefits. The recargslso linked to quarterly earnings records
from the state’s Unemployment Insurance systemg¢hvailows us to construct earnings
histories.

Second, some of South Carolina’s food stamp pdaliare particularly easy to measure
and examine. This paper concentrates on the staeértification policies, which changed three
times over the period that we study. Prior to ®etd2002, the state required most households
with fluctuating earnings to recertify quarterlydamost other households with stable unearned
incomes, if children were present, to recertify@aly. In October 2002, the state lengthened
the recertification interval for households withir@ags from three to six months, and in
February 2005, it also made the interval for hoothwith stable unearned incomes six
months. Because the recertification dates areetstve to the beginning of a spell, they can be
distinguished from regular calendar effects. Tih@nges in policy over time mean provide an
additional source of longitudinal variation, ane thifferences in their applicability across
distinct groups provide additional cross-sectioralation. Moreover, the policies are directly
relevant to the issue of earnings volatility beeatey expressly condition on it.

Our analyses reveal that half of South Carolinatdfstamp households with children
leave the program because they let their certibogberiods lapse do not file the necessary
paperwork for a recertification. Households widtrengs at the start of their certification
periods are especially likely to leave for thiss@a A further sixth of the caseload exits because
either it fails to provide sufficient information as information cannot be verified. Just over a
fifth of households exit because they either repodre discovered to have incomes that are too

high, and about an eighth leave either voluntailjor other reasons. For white households,



more variable earnings histories are negativelg@ated with exits for income ineligibility. For
black and white households, more variable earnimgfsries increase the odds of leaving
voluntarily or for other reasons.

The rest of this paper is organized as followse mbxt section describes the Food Stamp
Program in South Carolina, focusing on how the m@ogis administered. Section 3 reviews
previous research on the interaction between pnogutes and food stamp participation.

Section 4 describes how our analytical data setogastructed from the administrative records.
A descriptive analysis of the characteristics afld@tamp cases that leave the program for
different reasons follows in Section 5. Sectiaegorts results from our multivariate analyses of

program exits, and the paper concludes in Section 7

2. TheFood Stamp Program in South Carolina

General descriptianAs mentioned, the Food Stamp Program is adreir@dtby the U.S.

Department of Agriculture, to help low-income inidivals and families obtain a more nutritious
diet. The federal government pays the cost of &tatp benefits and also pays 50% of state
administrative costs. Set by the federal goveminmaonthly benefits are the same for all states
in the continental U.S. In FY 2005, the maximuméfé for a household of three was $399.
Benefits are provided to households and to qudtibyiseholds have to meet income tests
(unless all members are receiving TANF or SSI, Wmakes the household “categorically
eligible”). The federal government sets eligilyilgtandards at 130% of poverty based on gross

monthly income, and at 100% of poverty based onnoetme. Most households must meet both



the gross and net income tests, but a househdidanielderly person or a disabled person only
has to meet the net income tést.

Application proceduresin South Carolina, applicants may complete apliegtion form

for food stamps at the local Department of SocaliBes (DSS) office, or may use the
application form on the agency website and deliw&il or fax the application to the local DSS
office. Applications are considered filed on tregedwhen they are received by the county
offices. An interview with the applicant is reqedrfor approval, either in person or on the
telephone, and certain information must be verjfeemtumenting identity, residency, income,
and expenses.

Local DSS offices must approve applications withihdays after receipt in the county
office, and benefits must be accessible within 8@s8 Actual processing time from application
to receipt of benefits averages 16 days statewlideases where an application is denied, denial
must be received by the '8@day after receipt.

Income reporting Clients are required to report all sources obme, including

earnings, at their initial application. To verdgrnings, a pay stub from the previous month or
an official employer’s statement is required. El@nts receiving other government benefits, the
agency can verify these sources of fixed incomadngessing automated records online.

Food stamp eligibility is determined on a monthasis; however, rules for reporting

income changes depend on the clients’ circumstarResipients with new employment and no

! In terms of federally-defined resource limits, bebolds may have $2,000 in countable resourcel,asia bank
account, and may have $3,000 if at least one péssage 60 or older, or is disabled. Certain resgsiare not
counted, such as a home, and in some cases aevehiolvever, in April 2001, South Carolina opteckpand
“categorical eligibility” under federal regulatoayithority, which allows states to exclude consitlereof assets, if
income is at or below 180 percent of federal pgvgttidelines and the household is receiving sesvicem the
state’s TANF Program. Since then, virtually albdbbstamp households in the state have been excfumadcsset
limits.

2 If the application is “expedited” for an emergersityiation, the applications must be dated withitegs, and
benefits must be accessible by tifeday.



previous earnings are told to report that changsamings within ten days. Recipients who are
employed at certification have more leeway; theytald only to report income increases that
raise their gross incomes over 130% of the poJektgl. Recipients are also allowed to report
decreases in income, as these would allow themctease their food stamp benefits.

Recertification In addition to these reporting requirementsipients are required to
complete paperwork or interviews to “recertify” theligibility on a periodic basis. Recipients
on fixed incomes, such as disability income, atgired to recertify less often than those
recipients with variable incomes.

Prior to October 2002, South Carolina required nhastl stamp recipients with variable
incomes to recertify their eligibility quarterly @most recipients with fixed incomes to recertify
annually. For those with variable incomes, facéatte interviews were only required once a
year and mail-in recertifications were requiredrequarter. After October 2002, the
recertification interval for recipients with variadncomes increased from three to six months.
In addition, a larger number of recertificationentiews were conducted over the phone, and
income verification procedures were relaxed. ébrkary 2005, the recertification interval for

households with fixed incomes decreased from ome tgesix months.

Food Stamp Certification Intervalsin South Carolina for Householdswith Children

Before October 2002 — After
Characteristics of case October 2002 February 2005 February 2005
Unﬁ?ggﬁegl’rmr;riﬁnviifk(;g" no 1-2 months 1-2 months 1-2 months
Fluctuating income 3 months 6 months 6 months
Fixed incomes 12 months 12 months 6 months

% Procedures for households consisting entirelyldgréy and disabled clients living on fixed inconae different.
These households are formally certified for tworgdaut receive an interim contact annually.



Case closuresCases are “certified” for the intervals listedthe table above. If the case
does not complete a recertification, it is autooaly closed at the end of the certification
period. Cases may also be closed at recertificatitheir paperwork is incomplete, if they falil
to participate in interviews, or if their incomesnnot be verified. Cases are also closed at
recertification or other times if a reported chamgacome or resources brings them above the
applicable thresholds. Prior to December 2002,esoases could be closed for failure to
participate in required Employment and Training\iies.” In addition, cases are closed if the
client cannot be located or moves out of statewantter some other circumstances.

Once one of these issues arises, the case is setita telling it that eligibility will be
terminated in 10 days. Recertifications are duthénfirst half of the last month of certification;
people who miss this deadline are sent their neti@ar the middle of the month and have their
cases terminated at the end of the month. If @ cg®orts an earnings change that puts it over
130% of poverty, the 10-day timely notice periodibs the first day of the next month. For
example, if the change occurs on June 15th, thatrepust be received by July 10th, in order for
the client not to have to repay overages in benefitthe client reports in the last ten dayshef t
month, their case cannot be closed until the difshe "following” month. So, for example, a
client reports an earnings change between Septe2ibeand 30 that renders them ineligible,
their case cannot be closed until November 1.

Clients are required to verify wages at certificatand re-verify at recertification.

Unless clients report increases in income duriegodmonth period, ineligibles are not identified

until the 6 month recertification. If Ul wage mhatshows a discrepancy at either certification or

*In 1985, legislation was passed establishing ttelFRtamp Employment and Training (E&T) program,igtesd
to assist able-bodied recipients to gain employrskitis. Only about 10 percent of food stamp resifs were
subject to these requirements. South Carolinarddaa waiver in December 2002, which made pasdiaym in the
E&T Program voluntary. Although the program islanger mandatory, more than 3,000 clients in SCteteto
participate in E&T activities in 2005.



recertification, clients are asked to verify waggsain. However, if wage match shows a
discrepancy during the six-month period in betwearrkers ignore the information until
recertification. If the client has collected fostémp benefits to which he/ she was not entitled,
the claims worker in the county seeks reimburserfient the client by establishing a repayment
agreement. If that doesn't work, the case isteeiiaix intercept” and future tax refunds are
garnished to repay the overage.

Caseload trendsFood stamp caseloads plummeted during the 886slin South

Carolina and elsewhere. The state’s food stamg@l@as declined from 143,000 families in 1996
to 120,000 in 2000. Since 2000, the food stampload has increased dramatically, climbing to

over 226,000 families by the end of 2005.

3. Previous Research

Conceptual frameworkThe conceptual framework that we use to exaredalifferent

reasons for food stamp exits is Moffitt's (2003)aebof program compliance. In Moffitt's
model households receive and value different leskiscome, which vary depending on their
participation in public assistance programs, suctha Food Stamp Program. Households also
care about other things, such as stigma (Moffi@3)%nd leisure, which vary with program
participation.

To remain on a program, households must exerttatiaromply with the program’s
rules. Higher levels of compliance increase thencks, but do not guarantee, that a household
will continue to remain in good standing and reedyenefits from the program. The chance
element is important because even if a househatgplies with the rules, it may be randomly

terminated—paperwork can be lost, information camiistyped onto forms and into computers,



etc. Increased compliance effort also raises fileetese cost of program participation to
households.

Households in this model rationally choose thempbance efforts to balance the
anticipated real and psychic net benefits of pnogparticipation against the costs of
compliance, with some straightforward implicatidosprogram behavior. On the one hand,
policies, such as longer recertification intervalkjch ambiguously reduce compliance costs,
should lead to higher levels of compliance and bdadigher levels of participation. On the
other hand, larger incomes or smaller benefitsctvlower the relative gains to program
participation, should reduce compliance and paditon.

The impacts of other changes are more difficufiredict—income volatility is a case in
point. Variable incomes, especially in householith few assets and limited access to credit
markets, increase the utility of food stamps ar@osocial insurance programs (see, e.g.,
Gundersen and Ziliak 2003). At the same time, motatile incomes increase compliance
costs. In South Carolina, food stamp households fivictuating incomes are required to
recertify more frequently than other householdsertif this were not the case, income volatility
would increase the documentation costs, for ingtanyg increasing the sources of income that
would have to be reported and verified. Becaudatiity increases both the benefits and costs
of program participation, the net impacts are ambig and a matter for empirical investigation.

The foregoing discussion treats compliance assfat unidimensional concept, but of
course, with multiple program rules there are maogsible dimensions of compliance. The
various rules also give rise to the multiple reasfmm program exits, which we subsequently
examine.

Empirical studiesThere have been an increasing number of studlihe dood stamp




caseload and food stamp participation in recentsyellany of these studies have simply
examined the incidence of food stamp participatetiner by modeling the aggregate number of
people or households receiving benefits (Currier&dgger 2001, Kabbani & Wilde 2003,
Kornfeld 2002, Wallace and Blank 1999, Wilde et28l00, Ziliak et al. 2003) or by modeling
receipt among individual households (Currie andgges 2001, Farrell et al. 2003, Fraker and
Moffitt 1988, Haider et al. 2003, Keane and Moffii98). Some other studies break individual
participation decisions into separate entry ant@egisions but examine these as simple
bivariate outcomes (Blank and Ruggles 1996, Gleasah 1998, Hofferth 2003, Mills et al.
2001, Ribar et al. 2006a,b, Staveley et al. 2002).our knowledge, previous studies have not
modeled different types of exit outcomes.

There has been less research on food stamp polities than benefit levels. Many
studies fail to include measures of policies aratedures at all. Several other studies include
broad and imprecise measures like the averagetifexagion interval in a state (Currie and
Grogger 2001, Hofferth 2003, Kabbani and Wilde 200&nfeld 2002); these studies have
tended to generate weak and sometimes contradihalipgs. Stronger results are found in a
few studies that have been more careful in meagyaticies and procedures. For instance,
Bartlett et al. (2004) gathered detailed informatim administrative policies, such as outreach
efforts and operating hours, and administratorsaftf attitudes across food stamp offices in
different localities. They found that these admsiirative characteristics influenced participation
behavior. Ribar et al. (2006a, b) used adminiseatata from South Carolina and looked in a
detailed way at the timing of exits from individdabd stamp spells; they found that exits
coincided with the expected timing of recertificais.

The role of income volatility in food stamp parpietion has been largely overlooked.
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One exception, however, is a study by Farrell ef28103), which compared at the income
histories of food stamp participants and non-pgodiats at different points in time. They found
that eligible non-participants had higher incomesdiso more income volatility than

participants.

4. Data

Food stamp spellsThe primary data for the empirical analysesooidf stamp exits come
from electronic case management records from SOatblina covering the period from July
1997 until June 2005. The records, which are raaietl by the Office of Research and
Statistics of South Carolina State Budget and @bBwoard (SC ORS), cover the universe of
households and individuals that have both appbeshd participated in the state’s Food Stamp
Program over the period. The records contain dtiwvedhousehold- and client-level
information, including the dates and resolutiongmplications, the starting and ending dates of
participation spells, demographic characteristidsonseholds, geographic identifiers, and
benefit and reported income amounts during eachttmafrprogram receipt.

Because of the large number of food stamp cassuith Carolina, we reduced the
analysis extract by using a 1:11 random samplergfitudinal cases. We then further reduced
the analysis sample by only considering recordsaated with approved applications, records
with complete information about the processes weolin continuing a spell of program receipt,
and records describing food stamp cases with adnttchildren present.

The units of analysis for our investigation ared@amp spells. Food stamp spells can
begin anytime during a month. However, once al §igglins, benefits are only paid once a
month. Also, when a case is terminated, the @ificiosing date almost always occurs at the end

of the month. Because of the timing of paymentsase closings, we treat the spell data as a
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series of discrete, monthly observations, withitiigal observation for each spell corresponding
to the first month of benefit receipt and the finhkervation corresponding to the last month of
benefit receipt. We only consider spells that Inegiaring our observation window and
accordingly drop on-going, or left-censored speféso, we ignore short breaks in spells or
benefit receipt that last one month or Igss.

For each month that a case continues, the recoditsaie the benefits that the household
received as well as all of the economic informatiwett enters the benefit calculation, including
gross reported earned and unearned income amadexigstions and exemptions, and net
incomes. We use several of these variables imleseriptive and multivariate analyses. For all
of the analyses, dollar amounts are adjusted t& BSfls using the CPI-U.

The administrative records also contain informatardemographic characteristics of the
clients in the food stamp household. From thigrmation, we construct measures of the
number and age composition of the case membersal$eonstruct indicators for the age, sex,
race, educational attainment and marital statdiseohousehold member in charge of the case.

Each record indicates the county of residencelfetibusehold. These geographic
identifiers allow us to link the administrative dab measures of the county unemployment rate
to control for local economic conditions and measuwf the population density to control for the
level of economic development. We also includetiads for whether the county of residence
was exempt from the ABAWD work requirements and tivbethe county was on the state
border.

Once the programmatic, demographic and geograpfaomation were processed, we

made one final set of exclusions to the data.t,Rwrs limited the analysis to households in

® Food stamp households in South Carolina that thisis recertifications and have their cases cldsad one
month to submit their paperwork and have it tre@ed recertification. After a month, any papeknertreated as
a new application.
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which the adult in charge was between the age8 ehtl 75. Second, we restricted the analysis
to households in which the head of the case watewhiblack. Only five percent of cases were
identified as another race or ethnicity, and thdsribt leave enough cases to examine. Third, we
dropped a small number of observations with missmigcomplete information. Our final
analysis data set contained 442,309 monthly obgengafrom 32,047 spells of food stamp
receipt.

Reasons for exitFor every case that is turned down or closezlatiministrative records

give a reason for closure. There are 33 detabel@< that are used at least once in our records.

We grouped the codes into five broad categoriesescmt ended because the household

missed its recertification,

lost eligibility because its income or assets wegehigh,

lost eligibility because it failed to provide infoation or provide reliable information,

lost eligibility because of some other reason, or

voluntarily quit.
The list of detailed codes, our categorizations, e associated frequencies are reported in
Appendix A.

The tabulations for the reasons of exit reveal #@gpercent of cases headed by blacks
and 51 percent of cases headed by whites endeddeetiee case let its certification period lapse
without submitting any paperwork for a new ceraion. This confirms the findings from our
earlier studies (20064, b) that recertificatioansimportant element in food stamp exits. The
tabulations also indicate that just over one fiftlihe exits—24 percent among cases headed by
blacks and 18 percent among cases headed by whotess#because the households either

report or are found to have a change in income hwvitiakes them ineligible. Approximately one
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sixth of cases end because the household failotade sufficient or reliable information. Nine
percent of cases lose their eligibility for someestreason, most typically because the household

moves or cannot be located, and three to four pewighdraw voluntarily.

Ul earnings dataFor each client in the food stamp case managereeords, the SC
ORS has quarterly records of the person’s earnihigay, from the state’s Unemployment
Insurance (Ul) database. The Ul database congaimsngs records for most private, non-
agricultural employers. However, it overlooks gaowaent employment and some types of
private-sector jobs, such as agricultural and demesrk, that may be relevant for food stamp
recipients. It also misses employment by people edmmute out of the state to work.

We construct measures of the total amount of egsriior all clients in the food stamp
case for the current quarter of a given spell otzem, the previous quarter, and the previous
year. We adjust these amounts using the CPI-Ut@anthke them comparable to our other
earnings and income figures, express them as myedjiivalents. To measure earnings
volatility, we also calculate the coefficient ofriaion for the household’s covered earnings for
the previous year. We also create an indicatothi®@maximum quarterly earnings during the

previous year and an indicator for no reportediegsduring the previous year.

5. Descriptive analysis

Tables 1b and 1w list statistics describing theatiaristics of food stamp cases from
South Carolina in the months in which the casesetlo The characteristics were measured as of
the start of the month, and the cases generalgedlat the end of the month, so the
characteristics reflect conditions immediately piding the closures. Table 1b lists statistics for

cases headed by blacks, while Table 1w lists statifor cases headed by whites. In each table,
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averages of the characteristics are calculatedittonally, depending on the reason why the
cases closed.

The rows at the top of each table describe econoariditions of the cases, including the
level of food stamp benefits, reported levels abme, and the earnings history reported into the
state Ul system. As can be immediately seen,¢beamic conditions of cases differed
substantially depending on their reasons for eRrises that lost their eligibility for income or
resource reasons tended to have the lowest levrddfits. Cases that failed to recertify also
had relatively low benefits, which is consistentwsuch cases having reduced incentives for
complying with program rules. Cases that ende@dse they failed to provide necessary or
reliable information and cases that lost eligipifior other reasons had the highest benefits on
average, while cases that ended voluntarily feietween these extremes. These associations
apply to both black- and white-headed cases.

The differences among cases with different reagameaxit were even more pronounced
when it came to incomes and earnings. As migleXpected, cases that lost eligibility for
income and resource reasons tended to be the swstmically advantaged, with the highest
reported earnings and countable incomes and thiegetst and least volatile histories of Ul-
covered earnings. At the other end of the spectmene cases in our “residual”’ category that
lost their eligibility for reasons other than higitomes, missed recertifications or failures to
provide information. Relative to cases that enfdedncome reasons, the cases in the residual
category were roughly three times as likely to hiaegun their food stamp participation spells
with no reported income whatsoever. On averagerdbidual cases had countable incomes that
were less than half the size of cases that endeddome reasons and covered earnings that

were less than a third the size of this group. differences in covered earnings were starkest in
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the quarters that the cases actually ended, imdgcpbssible continuing disadvantage after the
cases left the Food Stamp ProgfarGases that failed to recertify had economic resssithat
were below those of income-ineligibles but aboweséhof the other groups. Cases that ended
voluntarily came next, followed by cases that endechuse of failures to provide information.
Cases that ended for information reasons had treekt levels of covered-earnings volatility.

Cases that lost eligibility for income reasons atsaled to have the shortest durations,
while cases that misseded their recertificationsiéel to be more than a month longer. Among
blacks, cases that ended for information reasdhsy oeasons and voluntarily were slightly
longer on average than cases that ended becauosesgd recertifications. Among whites, the
opposite was true.

The demographic patterns are generally consistehttihe income and earnings patterns,
with cases losing eligibility for income and resoeireasons having the highest average levels of
education and marriage and fewest children thaerathses. Cases in our residual category had

the lowest rates of marriage, lowest levels of atina, and the most young children.

6. Multivariate analysis

For our multivariate analyses we estimate disdaogistic hazard models of different
types of food stamp exits (see Allison 1982 fon@dugh discussion of discrete-time models).
The hazard rate, which refers to the probabiligt thspell of remaining in one situation ends at a
given point in time conditional on the spell haviagted up to that time, is a standard tool for
analyzing program behavior. Hazard models arecgalpeuseful in this regard because they

account for the fact that some spells of progranigiation are not observed to end, because

® Some of the differences in covered earnings atitie of exit are undoubtedly artifacts of clieirtghe “residual”
cases moving out of state and in a few cases dyittayever, evidence of disadvantage precedes iteand is
seen in other indicators such as low levels of atio and marriage.
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they either continue past the analyst’'s observatimlow or are missing information at some
point during their duration. The discrete logidtazard model is especially easy to apply. In
particular, it is straightforward to incorporatentmls for duration dependence. For our models,
we include 36 monthly dummy variables that coverfitst three years of a spell duration and
four semi-annual dummy variables that cover thd hea years; thus, the model essentially
adopts a semi-parametric specification for thelshehtion, akin to a Cox proportional hazard
model. Similarly, it is straightforward to accodat other time-varying characteristics in the
discrete logistic model.

Besides our duration controls, all of our modetoahclude controls for the calendar
year of the observation to account for unmeasuisd-svide changes in policies, economic
conditions and attitudes. The models also inchalgrols for the month of the year to account
for seasonal effects. For brevity, we do not repog estimation results for the duration,
calendar year or seasonal controls, though the letenpesults are available upon request.

Analyses of all exits Coefficients and standard errors for our modéeny type of food

stamp exit estimated separately for black- andevh@aded cases are reported in Table 2.
Because they consider exits generally, the modelbraadly comparable to those estimated by
other researchers. However, unlike most previpesifications, the models include detailed
controls for earnings histories.

At the top of the table are coefficients for betsefieported earned incomes and reported
unearned incomes. For blacks and whites the coaffis have the anticipated signs with higher
benefits reducing the probability of leaving theoBdstamp Program and higher incomes
increasing the probability. The implied effecteizare modestly large — a $100 increase in

monthly benefits lowers the odds ratio of exit [2ydercent for blacks and 8 percent for whites.
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A $100 increase in earnings raises the odds rataibby 3 percent for blacks and 2 percent for
whites, while a $100 increase in unearned inconsesdhe odds ratio of exit by 4 percent for
blacks and 1 percent for whites.

More surprising are the next two sets of resultsctvindicate that households that start
their food stamp spells without any income havénaigexit rates than other households, while
households that start either their spells or thelrsequent certification periods with some
positive earnings have substantially lower exiésahan other households. Though the results
seem counterintuitive when viewed from the pergpedaf household resources, there is a policy
basis for the findings. South Carolina instrutsscaseworkers to grant short certification
periods to transient households and household®utitny stable means of support. South
Carolina also requires non-working households portechanges in their employment within ten
days, whereas working households only need to nmakediate reports if their income changes
bring them above the gross income threshold.

As expected, higher levels of Ul-covered earnimgthe preceding quarter are associated
with faster exits from the Food Stamp Program. e@ithat the models already control for
current earned income, the estimates for previoastgr's Ul earnings most likely reflect a
recent history of job-holding and attachment tol#ier force. Households with more variable
Ul earnings also have higher probabilities of eXihis suggests that the extra compliance costs
of variable earnings outweigh their impacts on letva¢ds’ valuations of social insurance. The
maximum level of Ul earnings in the previous yesaalso positively associated with exits, which
seems consistent with maximum earnings actingmegy for earnings capacity.

Results for the demographic variables correspormtawious findings. Being female,

being older, having more children and living inighhunemployment area are all negatively
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associated with food stamp exits. Completing lsighool or a GED, completing more post-
secondary schooling, being currently or formerlyrmea, and having more adults in the
household are positively associated with exits.

The last 12 rows of estimates in the table are fdommy variable controls for likely
recertification months and for interactions of tha@simmy variables with the household’s
earnings status at the beginning of its certifarageriod. Recall that prior to October 2002,
most households with children in South Carolinaenrequired to recertify quarterly if they had
fluctuating incomes and annually if they had fixedomes. From October 2002 until February
2005, households with fluctuating incomes had terfy semi-annually. After February 2005,
households with fixed incomes also had to recestyi-annually. As with our previous study
(Ribar et al. 2006a), the estimates in the lagb¥® indicate that households were substantially
more likely to leave the Food Stamp Program inntdmation months than other months, with
households that report incomes being even morgylikdeave at the quarterly or semi-annual
dates than other households.

Analyses of exits for specific reasonBesults for discrete logistic hazard models brok

out by reason of exit are reported in Tables 3b3md These models are specified and
estimated just like the models from Table 2, with &€xception that exits are only recognized if
they occurred for the specified reason—all othatiseare treated as random sources of right-
censoring. Thus, the specifications represent sarfaincorrelated competing risks. Because
of the relatively small number of exits in the ‘icegal” ineligibility and voluntary categories, we
have combined these last two outcomes and therekamaine a total of four reasons for exit in
these multivariate analyses.

[To be completed].

19



7. Conclusions

[To be completed].
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Table 1b. Characteristicsat spell exits by reason of exit: cases headed by blacks

Missed Income/asse Failedto Otherloss Voluntary
recertification too high provide info. of eligibility exit
Case income and benefits
Benefits 221.4 197.7 270.7 289.6 235.5
Reported earned income 646.8 712.0 333.3 260.7 8415.
Reported unearned inc. 283.6 381.9 297.6 295.1 8375.
Countable income 576.1 691.1 384.1 315.8 503.6
Any earn. start of spell (%) 56.8 59.0 39.3 28.9 42.0
No inc. start of spell (%) 13.6 9.8 26.3 30.2 19.2
Ul earnings current quarter 916.6 1,205.0 790.2 258.2 820.3
Ul earnings last quarter 789.4 1,092.2 651.7 299.3 738.6
Avg. Ul earnings last year 762.3 1,131.2 647.9 332.0 720.0
C.V. Ul earnings last year 0.565 0.491 0.658 0.641 0.608
Max. Ul earnings last year 1,130.5 1,582.0 1,028.4 582.3 1,114.0
No Ul earn. last year (%) 195 15.0 23.4 42.4 25.1
Spell length (months) 12.1 10.8 12.3 12.6 12.4
Pl characteristics
Female (%) 95.6 93.8 93.5 95.5 93.2
Age 32.2 35.4 31.4 31.3 354
Education 11.7 11.9 11.7 115 11.8
Currently married (%) 12.4 21.1 12.0 8.7 17.4
Formerly married (%) 27.8 29.7 25.8 30.0 354
Case composition
Number in case 3.1 3.3 3.1 3.0 3.0
Number of children 0-2 0.4 0.3 0.4 0.4 0.3
Number of children 3-5 0.4 0.3 0.4 0.4 0.3
Number of children 6-11 0.7 0.6 0.6 0.6 0.6
Number of children 12-14 0.3 0.3 0.3 0.2 0.3
Number of children 15-17 0.2 0.3 0.2 0.2 0.2
Number of adults 1.2 1.4 1.2 1.2 1.3
Geographic characteristics
County unemploy. rate 5.7 6.3 6.0 6.1 6.5
County population density 203.8 188.3 211.0 193.7 178.1
ABAWD exemption (%) 63.3 71.7 68.4 72.5 72.2
Border county (%) 36.3 34.6 39.3 38.8 36.9
Number of exits 6,562 3,170 2,135 1,032 426

Source: Authors’ calculations from South Carofioad stamp administrative records. Dollar
amounts are expressed in 2005 dollars; Ul earrangsunts are expressed in monthly

equivalents.
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Tablelw. Characteristicsat spell exits by reason of exit: cases headed by whites

Missed Income/asse Failedto Otherloss Voluntary
recertification too high provide info. of eligibility exit
Case income and benefits
Benefits 256.5 232.4 301.1 301.3 286.1
Reported earned income 635.9 716.3 299.9 280.7 4341.
Reported unearned inc. 254.3 331.7 266.7 244.0 8375.
Countable income 520.1 627.6 316.8 287.9 418.4
Any earn. start of spell (%) 55.6 57.5 35.7 30.0 38.6
No inc. start of spell (%) 17.7 13.7 32.2 34.7 241
Ul earnings current quarter 810.6 1,189.1 709.3 293.6 722.9
Ul earnings last quarter 707.2 1,069.2 587.8 351.2 5954
Avg. Ul earnings last year 702.5 1,106.7 600.9 362.2 670.9
C.V. Ul earnings last year 0.666 0.546 0.738 0.666 0.579
Max. Ul earnings last year 1,105.3 1,617.4 1,028.3 645.8 1,064.2
No Ul earn. last year (%) 23.3 19.2 27.1 43.3 36.8
Spell length (months) 10.3 9.0 9.2 9.4 9.2
Pl characteristics
Female (%) 89.1 87.6 89.0 92.3 88.2
Age 31.9 33.7 31.2 30.5 33.9
Education 11.2 115 11.2 11.0 11.4
Currently married (%) 35.4 46.4 30.0 25.4 37.0
Formerly married (%) 41.8 34.2 44.1 41.5 46.6
Case composition
Number in case 3.3 3.4 3.2 3.1 3.3
Number of children 0-2 0.4 0.4 0.4 0.5 0.4
Number of children 3-5 0.4 0.3 0.4 0.4 0.3
Number of children 6-11 0.6 0.6 0.6 0.6 0.7
Number of children 12-14 0.3 0.3 0.2 0.2 0.3
Number of children 15-17 0.2 0.2 0.2 0.1 0.2
Number of adults 1.4 1.6 1.4 1.3 1.4
Geographic characteristics
County unemploy. rate 54 5.8 5.7 5.8 5.9
County population density 205.8 200.0 211.8 204.5 202.5
ABAWD exemption (%) 55.9 64.7 63.3 65.4 66.8
Border county (%) 56.8 58.8 61.7 61.2 58.0
Number of exits 5,341 1,867 1,887 1,035 440

Source: Authors’ calculations from South Carofioad stamp administrative records. Dollar
amounts are expressed in 2005 dollars; Ul earrangsunts are expressed in monthly

equivalents.
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Table 2. Resultsfrom discrete logistic hazard models of FS exits by race of case head

Black White

Coefficient (Std. error) Coefficient (Std. error)
Benefits (/100) -0.1345** (0.0185) -0.0816** (0.am9
Reported earned income (/100) 0.0270** (0.0044) 1890* (0.0046)
Reported unearned income (/100) 0.0379** (0.0056) 0.0142* (0.0058)
No income at start of spell 0.1768** (0.0287) 0.282 (0.0315)
Any earn. start of cert. period -0.4347** (0.0343) -0.5084** (0.0399)
Ul earnings last quarter (/300) 0.0226** (0.0021) 01®4** (0.0021)
Avg. Ul earnings last year (/300) 0.0006 (0.0048) 0.0180** (0.0046)
C.V. Ul earnings last year 0.1219** (0.0275) 0.0656  (0.0275)
Max. Ul earnings last year (/300) 0.0116** (0.0028) 0.0140** (0.0029)
No Ul earnings last year 0.0435 (0.0419) 0.0202 04D9)
Female -0.3339** (0.0445) -0.1125** (0.0364)
Age spline 18-21 years -0.0194 (0.0256) -0.0928** 0.0292)
Age spline 22-40 years -0.0095** (0.0023) -0.0149** (0.0026)
Age spline 41-60 years -0.0203** (0.0032) -0.0274 0.0043)
Age spline 60+ years -0.0117 (0.0128) -0.0051 @602
Education spline 0-12 years -0.0131 (0.0114) -B004 (0.0111)
Education spline 12+ years 0.0916** (0.0177) 0.0574 (0.0244)
Completed HS or GED 0.1362** (0.0325) 0.0811* (®BB
Completed college -0.0744 (0.1092) 0.0416 (0.1561)
Currently married 0.1455** (0.0336) 0.1623** (0.084
Formerly married 0.1259** (0.0247) 0.1742** (0.0311
Number of children 0-2 -0.2045** (0.0270) -0.2005**  (0.0297)
Number of children 3-5 -0.2035** (0.0267) -0.1751** (0.0289)
Number of children 6-11 -0.1885** (0.0225) -0.1360*  (0.0243)
Number of children 12-14 -0.1704** (0.0261) -0.1886  (0.0295)
Number of children 15-17 -0.1845** (0.0277) -0.0584 (0.0329)
Number of adults 0.0576** (0.0276) 0.0645* (0.0302)
County unemployment rate -0.0141* (0.0058) -0.0258* (0.0078)
Spell quarter (< 10/02) 0.9787** (0.0571) 1.0817** (0.0641)
Spell 6 months (10/02—1/05) 0.3938** (0.0850) 0294 (0.0989)
Spell 6 months (> 1/05) 0.7359** (0.1584) 0.8110** (0.1738)
Spell year (< 10/02) 0.0715 (0.1444) -0.2163 (0@12
Spell year (10/02-1/05) 0.7839** (0.1555) 0.8916** (0.2212)
Spell year (> 1/05) 0.4652* (0.2214) 0.6259* (0.2y4
AE x spell quarter (< 10/02) 0.8008** (0.0440) B32* (0.0510)
AE x spell 6 mo. (10/02-1/05) 1.6304** (0.0844) 230** (0.0955)
AE x spell 6 months (> 1/05) 1.6641** (0.1716) 126%* (0.1896)
AE x spell year (< 10/02) -0.5642** (0.0758) -0.5306 (0.1006)
AE x spell year (10/02—-1/05) -1.1574** (0.1049) 4963** (0.1178)
AE x spell year (> 1/05) -0.9869** (0.2270) -1.1589  (0.2467)
Log likelihood -45,843.73 -32,845.26
Monthly observations / spells 283,785/ 18,425 388/ 13,622

Notes: Models also include controls for populatiemsity, ABAWD exemptions, border county,
calendar year, month of year, and duration motandard errors in parentheses.
* Significant at .05 level. ** Significant a1 level.
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Table 3b. Resultsfrom hazard models of FSexitsfor specific reasons. cases headed by blacks

Missed Income/assets Failed to Other inelig. /

recertification too high provide info.  voluntary exit
Benefits -0.2374** 0.0495 -0.1980** 0.1503**
Reported earned income 0.0249** 0.1063** -0.0709** 0.0287*
Reported unearned income 0.0125 0.1430** -0.0373*  0.0491*
No income at start of spell 0.0022 -0.0209 0.3893** 0.4579**
Any earn. start of cert. period -0.2432** -0.3837** -0.2937** -0.2781*
Ul earnings last quarter 0.0224** 0.0096** 0.0204** 0.0082
Avg. Ul earnings last year -0.0404** 0.0326** -09p 0.0024
C.V. Ul earnings last year -0.0443 0.0167 -0.0365 A3B4**
Max. Ul earnings last year 0.0240** 0.0026 0.0117 .0008
No Ul earnings last year -0.2274** -0.2062* -0.3879 0.7290**
Female -0.3222** -0.1713* -0.6048** -0.1482
Age spline 18-21 years -0.0197 0.2892** -0.0441 1783**
Age spline 22-40 years -0.0166** 0.0108* -0.0241** 0.0053
Age spline 41-60 years -0.0264** -0.0050 -0.0302**  -0.0202*
Age spline 60+ years -0.0052 -0.0081 -0.0122 -M021
Education spline 0-12 years -0.0090 -0.0328 -0.0072 0.0106
Education spline 12+ years 0.0933** 0.1229** 0.0344 0.0618
Completed HS or GED 0.1059* 0.3270** 0.1210 -0.0486
Completed college -0.0413 -0.1549 -0.3846 0.1774
Currently married 0.0304 0.2074** 0.1631* 0.3138**
Formerly married 0.1103** 0.0324 0.1516* 0.3403**
Number of children 0-2 -0.1608** -0.4847** 0.0571 0.2668**
Number of children 3-5 -0.1175** -0.5544** 0.0546 0.2823**
Number of children 6-11 -0.0856** -0.5553** 0.0598 -0.2480**
Number of children 12-14 -0.0929* -0.4336** 0.0640 -0.3200**
Number of children 15-17 -0.0395 -0.5332** 0.0640 0.4115**
Number of adults 0.0629 -0.1287** 0.3642** -0.2121*
County unemployment rate -0.0244** 0.0037 -0.0010 0.0272
Spell quarter (< 10/02) 2.1760** 0.4192** -0.2442 1881
Spell 6 months (10/02—1/05) 1.0886** 0.3398* 0.0198 0.2549
Spell 6 months (> 1/05) 1.6784** 0.5509 0.2600 100
Spell year (< 10/02) 0.0519 -0.3479 0.9178** -0.227
Spell year (10/02-1/05) 1.3502** 0.4305 0.5188 aa
Spell year (> 1/05) 0.7077* 0.3722 0.5951 -1.0423
AE x spell quarter (< 10/02) 0.5573** 0.7239** o3 0.0902
AE x spell 6 mo. (10/02-1/05) 1.9266** 1.2244** 0.3482 0.0808
AE x spell 6 months (> 1/05) 1.7345** 1.1749** -85 1.1054*
AE x spell year (< 10/02) -0.7737** -0.1757 0.5167* 0.4187
AE x spell year (10/02—-1/05) -1.8112** -0.9041** 4900 0.0373
AE x spell year (> 1/05) -1.5192** -0.5828 1.0097 -
Log likelihood -23,461.92 -15,337.30 -11,858.40 798.91

Notes: Models also include controls for populatiemsity, ABAWD exemptions, border county,
calendar year, month of year, and duration moMbdels estimated with 283,785 monthly observations.
* Significant at .05 level. ** Significant ad1 level.
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Table 3w. Resultsfrom hazard models of FS exitsfor specific reasons: cases headed by whites

Missed Income/assets Failed to Other inelig. /

recertification too high provide info.  voluntary exit
Benefits -0.1641** 0.0936* -0.0303 0.0217
Reported earned income 0.0222** 0.0973** -0.0501**  -0.0111
Reported unearned income -0.0009 0.1184** -0.0175 .0o@m
No income at start of spell 0.1021* 0.0585 0.3817** 0.3441**
Any earn. start of cert. period -0.4270** -0.4122** -0.2943** -0.2957**
Ul earnings last quarter 0.0181** 0.0130** 0.0194** 0.0099
Avg. Ul earnings last year -0.0263** -0.0200* -0923* 0.0062
C.V. Ul earnings last year 0.0584 -0.2979** 0.0178 0.3668**
Max. Ul earnings last year 0.0126** 0.0233** 0.0242 -0.0015
No Ul earnings last year -0.1071 -0.4647** -0.1834* 0.8053**
Female -0.1921** 0.0678 -0.2081** 0.0791
Age spline 18-21 years -0.1009* 0.0057 -0.1450** .0213
Age spline 22-40 years -0.0208** 0.0098 -0.0176** 0.0144*
Age spline 41-60 years -0.0304** -0.0065 -0.0407**  -0.0252*
Age spline 60+ years -0.0531 0.0290 -0.0553 0.0332
Education spline 0-12 years 0.0069 -0.0173 0.0184 0.0432
Education spline 12+ years 0.0388 0.1263** -0.0027 0.0454
Completed HS or GED -0.0010 0.2832** -0.0155 0.%757
Completed college 0.1500 0.1540 -0.7252 0.0189
Currently married 0.1820** 0.2394** 0.0549 0.0478
Formerly married 0.2166** -0.0177 0.2632** 0.0769
Number of children 0-2 -0.2381** -0.4119** -0.0337 -0.1000
Number of children 3-5 -0.0913* -0.5351** -0.0677 0.1748*
Number of children 6-11 -0.0844* -0.4301** -0.0248 -0.0942
Number of children 12-14 0.0043 -0.4672** -0.0623 0.1405
Number of children 15-17 0.0816 -0.4881** -0.0200 0.1060
Number of adults 0.0465 -0.0974 0.1751** 0.0046
County unemployment rate -0.0501** -0.0049 0.0057 0.0101
Spell quarter (< 10/02) 2.5474** 0.2838* -0.1184 .0@B0
Spell 6 months (10/02—1/05) 1.2490** -0.2276 0.0607 0.2633
Spell 6 months (> 1/05) 1.8904** 0.2473 0.1982 a3
Spell year (< 10/02) -0.4355 -0.5077 0.7467 -1.1360
Spell year (10/02-1/05) 1.2918** 0.4595 0.4716 8B
Spell year (> 1/05) 0.7180* 0.1747 0.0905 -0.2375
AE x spell quarter (< 10/02) 0.7977** 0.6947** o8~ 0.1927
AE x spell 6 mo. (10/02-1/05) 2.5047** 1.5080** 0.0655 0.1355
AE x spell 6 months (> 1/05) 1.5938** 1.3764** 048 0.8363
AE x spell year (< 10/02) -0.6065** -0.2899 0.1618 -0.2280
AE x spell year (10/02—-1/05) -2.2743** -0.6816* 02r7* 0.3998
AE x spell year (> 1/05) -1.6391** -0.1658 0.4109 -
Log likelihood -16,495.87 -9,213.40 -9,694.57 -3,00

Notes: Models also include controls for populatiemsity, ABAWD exemptions, border county,

calendar year, month of year, and duration moMbdels estimated with 158,524 monthly observations.

* Significant at .05 level.
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Appendix A. Detailed reasonsfor food stamp exits by race of case head

Black White
Reason for exit Number Percent Number Percent
Missed recertification 6,562 49.25 5,341 50.53
MR: Failed to file MR 4,263 31.99 3,460 32.73
CE: Closed—certification end (S-Gen) 2,299 17.25 1,881 17.80
Income or assets too high 3,170 23.79 1,867 17.66
IN: Income (net) meets exceeds req. 2,341 17.57 1,390 13.15
IE: Increase—earned income 620 4.65 341 3.23
IU: Unearned income exceeds limits 135 1.01 82 0.78
RE: Resources 72 0.54 53 0.50
LS: Lump sum ineligibility 2 0.02 1 0.01
Failed to provide reliable information 2,135 16.02 1,887 17.85
Fl: Failed to furnish information 1,418 10.64 1,327 12.55
FP: Failed to provide info. (S-Gen) 459 3.44 290 2.74
VR: Verification—failed to provide 162 1.22 215 2.03
FC: Failed to complete interview (S-Gen) 61 0.46 32 0.30
IM: Incompletely verified MR 35 0.26 23 0.22
Other loss of eligibility 1,032 7.74 1,035 9.79
NR: Nonresident 495 3.71 541 5.12
CL: Cannot locate 244 1.83 318 3.01
HH: No eligible household members 111 0.83 76 0.72
AE: Application opened in error 31 0.23 27 0.26
DE: Death 37 0.28 18 0.17
ET: Failure to comply with E&T req. 26 0.20 14 0.13
SH: Not separate FS household 23 0.17 13 0.12
WR: Work req.—refused/failed to comply 22 0.17 4 0.04
CC: Opened/closed case with claim 16 0.12 9 0.09
AB: ABAWD time limit expired 11 0.08 4 0.04
QC: Refused to cooperate with QC 6 0.05 2 0.02
CH: Change in law/policy 6 0.05 0 0.00
FE: Fail to accept reim. comp.—FS E&T 1 0.01 4 0.04
CD: Drug conviction 0 0.00 2 0.02
DR: Disqualified—misrep. residency/ID 0 0.00 2 0.02
DF: HH disqualified for fraud 1 0.01 0 0.00
FF: Fleeing felon—probation parole 1 0.01 0 0.00
RJ: Refused to accept a job 0 0.00 1 0.01
SS: SSN-refused/failed to furnish/apply 1 0.01 0 0.00
Voluntary exit 426 3.20 440 4.16
VW: Voluntary withdrawal 397 2.98 423 4.00
VQ: Voluntary quit 29 0.22 17 0.16

Source: Authors’ calculations from South Carofioad stamp administrative records.
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