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I. INTRODUCTION

The purpose of the Food Stamp Program (FSP) is to enable low-income households to
achieve and maintain a nutritious diet by increasing their food purchasing power. The U.S.
Congress has defined the target population for the FSP through legislated eligibility requirements.
Generally, the target population includes any person, or group of persons living together and
sharing food purchases and preparation, whose income and assets in a given month fall below
specified limits.

Studies of the FSP often examine the characteristics or behavior (or both) of the target,
or eligible, population using national household surveys. However, a household’s eligibility status
is not directly observable on these surveys--it must be estimated. To estimate a household’s
eligibility status, researchers must apply the criteria used in actual FSP eligibility determinations
to detailed information collected during the survey on the income, assets, expenses, and size of
the household, as reported by the survey respondent. Unfortunately, no survey data set has all
of the information needed for this estimation.

The Survey of Income and Program Participation (SIPP) is an excellent source of data to
measure the food stamp-eligible population because the monthly income, expense, asset, and
household composition data available in SIPP provide information on most of the criteria applied
in eligibility determinations. The SIPP data are not a perfect source for estimating the eligible
population because discrepancies remain between the actual FSP eligibility criteria and the
information available in SIPP. However, these data appear to be a significant improv.ement over
previously available data.

In 1986, the Food and Nutrition Service (FNS) of the U.S. Department of Agriculture
sponsored a study to investigate the quality of SIPP data in terms of its ability to estimate

precisely FSP eligibility. Over the next few years, several memos were written summarizing



analyses which had been done comparing the SIPP data to administrative data, and documenting
the effect of imputation procedures on the levels of household incomes, assets, and expenses in
SIPP. The purpose of this report is to synthesize and -ummarize those results, discussing
additional analyses when necessary, thus providing a better understanding of the value of SIPP
in food stamp research by highlighting both the strengths and weaknesses of the SIPP data.
The report is organized as follows. Chapter II provides background for the remainder of
the report. FSP eligibility rules are described, as are the two data sources which are used in the
report, the SIPP and the Integrated Quality Control System (IQCS). The findings of the
evaluation of SIPP data are presented in Chapter III. Finally, a summary and our conclusions

are provided in Chapter IV.



II. BACKGROUND

Before evaluating the accuracy of SIPP in estimating eligibility for the FSP, one must
understand the criteria used in actual FSP eligibility determinations. The rules used in these
determinations are described in detail below. In addition, we provide background information
on SIPP, and the administrative data file (an extract of the IQCS) that we use in this report as

a comparison for the SIPP data.

A.  FSP ELIGIBILITY DETERMINATION

Eligibility for the FSP is based on a series of rules defining the applicant’s need, which is
deemed a function of available cash income, conditional on unit (household) size as well as on
assets accessible to the unit.! The determination of need for each household applying for FSP
benefits can be broken down into four distinct parts: income limits, asset limits, nonfinancial
standards, and benefit levels. The parameters of each of these parts vary over time with cost-of-
living adjustments and legislated changes in the program. The analysis done for this report
employed FSP criteria in existence in August 1984, the month corresponding to the administrative

and SIPP data used.

1. Income Limits
The FSP imposes both a net and a gross income screen. Under the net income screen,
monthly gross income net of allowable expenses must fall below the monthly federal poverty

guidelines,> which vary by household size and geographic location.* In August 1984 the

The discussion that follows is an overview of the regulations governing FSP eligibility. The
complete regulations appear in the Code of Federal Regulations (7 CFR parts 270-273).

“The income limits are based on the official monthly poverty guidelines, published by the U.S.
Department of Health and Human Services (DHHS), which are adjusted each year to account for
inflation.



monthly federal poverty guideline for a family of four in the continental United States was $850.
Under the gross income screen, food stamp units that do not contain elderly (age 60 or more)
or disabled members must also have gross incomes below 130 percent of the same poverty
guidelines.

In August 1984 the FSP measured gross income as all cash income received by members
of the food stamp household, with certain exceptions, such as earnings of students under age 18,
loans, nonrecurring lump-sum payments, and reimbursements of certain expenses. Net income
was defined as gross income less a specified amount of deductible expenses for housing, taxes,
work-related costs, and the like. It was computed by subtracting from gross income the following

items:

¢  Standard Deduction: All households with incomes may subtract the
standard deduction, which varies by geographic location and is adjusted
annually to account for inflation. In August 1984, it equaled $89 in the
continental United States.

¢  Earned Income Deduction: In August 1984 households with earnings
could deduct 18 percent of the combined earnings of all household
members.

*  Dependent Care Deduction: Households with children under age 18 or
that provide care for incapacitated adults may deduct expenses for their
care up to a specified limit. The limit on dependent care expenses varies
by geographic location and is adjusted annually. In August 1984 this
limit was $125 for households in the continental United States.

*  Medical Deduction: In August 1984 households containing an elderly or
disabled member could deduct out-of-pocket medical expenses incurred
by those individuals in excess of $35 per month.

e  Shelter Deduction: Housing costs (such as rent or mortgage payments,
heating or cooling costs, taxes, and insurance) in excess of 50 percent of
gross income less the preceding allowable deductions are deductible. A
maximum is imposed on the shelter deduction equal to the difference
between the limit imposed on the child care costs less actual child care

3The income guidelines and other FSP parameters are generally the same for the 48 contiguous
States and the District of Columbia and vary slightly for Alaska and Hawaii and the territories.
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expenses incurred. Households with an elderly or disabled member are
exempt from the limit on excess shelter costs.
2 Asset Limits

In 1984 a food stamp household could have countable assets (or resources, as they are
called by the program) of $1,500 or less and remain eligible for benefits. If an elderly person was
present, and the household ;:ontained at least two members, the asset limit was $3,000. Not
included in countable resources are selected pieces of property, such as the principal home,
adjacent land, some household goods, and vehicles needed to produce income or to transport
disabled individuals; all other financial and nonfinancial assets generally are included.

In most instances, assets are counted at their fair market value as long as they are
accessible to at least one member of the food stamp household. The principal exception to this
is the treatment of vehicular assets. Vehicles used to produce income or to transport disabled
individuals are exempt entirely from the household’s countable resources under the program.
Vehicles needed for work-related travel, and one additional vehicle owned by members of the
food stamp household, are subject to a fair market test in which their value (based on the current
Blue Book value) in excess of $4,500 is counted as a resource. Any remaining vehicles owned
by members of the household are subject to both a fair market value test and an equity test,
counting the greater of either the equity or fair market value less $4,500 toward the household’s

assets.

3. Nonfinancial Standards

In general, food stamp benefits are issued to households, but there are aspects of the
program unit definition that distinguish the term from the CCDSI:IS definition of household,
namely, a group of individuais who share living quarters. The food stamp household consists of
a person who lives alone or persons who live together and share food purchases and meal

preparation. Elderly individuals unable to prepare their own meals, together with their spouses,



are allowed to form a food stamp household separate from those with whom they reside as long
as the combined income of the remaining household members falls below 165 percent of the
monthly federal poverty guidelines. Restrictions are imposed on the formation of the food stamp
household to prevent spouses, siblings, and parents with children under age 18 from forming
separate units within a dwelling unit even if they purchase and prepare meals separately.
Furthermore, selected individuals within dwelling units are excluded altogether from participation
in the FSP. These include illegal aliens, persons refusing to comply with work registration
requirements, strikers, and residents of most institutions.

Income limits, as discussed earlier, take into account the combined income and resources
of ail persons who belong to the same food stamp household. The composition of the food stamp
household affects its eligibility and benefit amounts in the following ways:

¢ The presence of an elderly person, age 60 or older, entitles the unit to

higher assets (conditionai on the unit’s containing at least two persons,
by 1984 rules); exempts the unit from the gross income test and the
shelter deduction limit; and allows a deduction for medical expenses
incurred.

*  The presence of a disabled person, that is, a person under age 60 who
receives social security benefits, SSI, or veteran’s benefits for reasons of
disability, exempts the unit from the gross income test and the shelter
deduction limit and entitles the household to a deduction for medical
expenses incurred.

*  The size of the unit determines the income limits to which it is subject.

*  The geographic location of the unit (that is, the continental United
States, Alaska, Hawaii, Guam, or the Virgin Islands) affects the income
limits and the levels of allowable deductions.

The FSP also contains several provisions designed to require able-bodied adults to work,
seek training preparatory for work, or look for work. Individuals not exempt from these work

registration requirements are prohibited from participation in the program if they refuse to

comply. Exemptions from the requirements are allowed for those caring for young children or



incapacitated adults, those with a physical or mental disability, employed individuals, recipients

of unemployment compensation, selected students, and participants in drug treatment programs.

B. DATA SOURCES

Below, characteristics of food stamp households (or units) in SIPP are compared with
characteristics from the IQCS, an administrative quality control file. Both data sets used refer
to August 1984 (at the time this study began, the most recently available SIPP data referred to
this time period) and, because we were interested in the characteristics of Jow-income households,
both were restricted to households with incomes under 250 percent of the poverty threshold.
Because of this restriction, food stamp households containing an eiderly or disabied member, and
therefore not subject to the gross income test, with exceptionally high incomes may be excluded
from the sample.

SIPP. SIPP is a nationally representative longitudinal survey of adults in the United States
that provides detailed monthly information on income, program participation, and wealth. It is
a multipanel longitudinal survey to which replacement panels are added each year. At the time
of this study, only data from the first (or 1984) panel were available. The 1984 panel contains
information on persons in a longitudinal sample followed for a period of over two and one-half
years. The longitudinal sample is defined by adults, age 15 or older, residing at approximately
20,000 addresses (dwelling units) forming a cross-sectional sample of dwelling units in the U.S.,
who were interviewed initially in the fall of 1983. These adults, along with other individuals with
whom they resided, were interviewed every four months. In each round of interviewiﬁg (or wave)
a core questionnaire collected information on each of the four months preceding the interview
date. In most waves the monthly core questions were supplcmentcd with questions on a variety

of topical issues that varied from interview to interview. Because the interviewing process was



staggered, the reference period covered in any given wave was not the same for all sample
members.

The information that is needed to precisely simulate FSP eligibility status is not available
in SIPP. Thus, an August 1984 "eligibility file" was created and was used for this report. The
creation of that file is discussed in detail in Doyle and Post (1988) and is summarized briefly
below.*

In general, the August 1984 SIPP data provide detailed information on a household’s
income, assets, expenses, and composition. However, the information provided in SIPP is not
adequate to accurately measure a household’s eligibility status. In particular, the food stamp unit
is not measured for households who do not participate in the FSP; there is no information on
medical expenses; child care and shelter expenses were collected for a period other than August
1984;3 selected income sources and program participation are underreported; and asset balances
are not measured on a monthly basis (eligibility determinations are based on monthly balances).

Thus, in the creation of the August eligibility file, these deficiencies were corrected as
much as possible. The food stamp unit was estimated; medical expenses were imputed; shelter
and child care expenses were linked to the August file, adjusting for changes in circumstances as
was appropriate; and monthly asset balances were estimated, correcting an error in
interest-bearing accounts. Eligibility for the FSP was simulated for each household based on
characteristics of the food stamp unit. The results of the asset, net income, and gross income

tests were stored in the file.

%For further information on the design and scope of SIPP, see U.S. Department of Commerce
(1987).

SWe examine child care expenses in SIPP rather than dependent care expenses because the
information in SIPP does not capture deductible expenses for the care of older dependents.
Deductible expenses for the care of children while the parent was in school or was looking for work
also were not captured by these data.



Estimation of the food stamp unit was not flawless. Because it could affect the analysis
described in the remainder of the report, it should be noted that multiple food stamp units within
the same household were not modeled in the development of the SIPP eligibility file. Instead,
one food stamp unit per household was constructed, which may or may not consist of the entire
Census household. In instances where food stamps are reported and there is more than one
reported food stamp unit within the Census dwelling, those units were combined. The
suppression of multiple units is the result of anomalies in the data, and is explained in more detail
in Doyle and Dalrymple (1987).

Also of note is that a portion of the analysis presented in this report was completed prior
to the availability of the August eligibility file, using a preliminary version of that file (referred
to in the tables as the expanded Wave 4 analysis file of the SIPP 1984 panel). The preliminary
version differed from the final version in several ways: child care and shelter expenses were
imputed rather than linked from the relevant topical modules, and assets were not adjusted to
account for changing circumstances between August and the interview month.

Finally, the SIPP and IQCS comparisons could be affected by the underreporting of food
stamp receipt in SIPP. U.S. Department of Commerce (1985) reports that the number of
households receiving food stamps as estimated in SIPP is 90 percent of an independent
benchmark.® If the subset of food stamp households that report their participation is a random
sample of all food stamp households, then the estimated percentages of these households with
certain characteristics from SIPP will still be accurate, although the estimated number of
households with these characteristics will be too low. On the other hand, if certain households

are more likely than others to misreport their participation in the FSP, then some of the SIPP

®The early releases of the data underlying this analysis contained erroneous information on
interest-bearing account balances. The estimates of program eligibility, therefore, were based on an
approximation of financial asset balances (ie., asset income divided by an assumed rate of return on
investment). Subsequent to this work, the Census Bureau issued a corrected file.
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estimates could be biased. As a hypothetical example, if households with earners were less likely
to report receiving food stamps than households without earners, then it would appear that there
were proportionately fewer food stamp households with earners in SIPP than in the IQCS.
However, in this example, food stamp households with earners are well-represented in the SIPP
sample, but the researcher is not able to identify all of them because they misreport food stamp
participation.

IQCS.. The IQCS is an ongoing review of food stamp household circumstances to
determine (1) if participating households are in fact eligible for the FSP and are receiving the
correct coupon allotment, and (2) if household participation is correctly denied or terminated.
The system is based on a national sample of participating food stamp cases and a somewhat
smaller number of denials and terminations. The national sample of participating cases is
stratified by the 50 States, the District of Columbia, Guam, and the Virgin Islands. State samples
range from a minimum of 300 to 1200 reviews depending on the size of the monthly participating
caseload.

The file used in this study was a SAS data set constructed from an extract of the IQCS and
refers to August 1984. The file is designed to represent (when weighted) all participating
households (active cases) subject to quality control review in the 50 States and the District of
Columbia. (Guam and the Virgin Islands are also in the file.) The file contains both reported
and edited data—the latter reflects the resolution of inconsistencies between benefits and the
determinants of benefit levels. This file has been used to produce summary tables describing the
characteristics of food stamp households which are included in annual reports issued by FNS’

Office of Analysis and Evaluation.’

’See, for example, Office of Analysis and Evaluation, Food and Nutrition Service, U.S.
Department of Agriculture (1987).
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IILL. EVALUATION OF SIPP DATA

To evaluate how well SIPP data measure asset, income, expense, and household
composition information that is used in determining FSP eligibility, one needs to compare those
data to a benchmark which can show how close the SIPP estimates are to the "true" values.
Below, we provide comparisons of the SIPP data to administrative data from the IQCS. Although
there is still some sampling error associated with the actual file that we used from the IQCS, the
IQCS figures are likely to give a very accurate picture of the FSP participant population, and thus
provide a valid benchmark for the SIPP data. Our discussion below centers around the

characteristics, incomes, assets, and deductions of FSP households.

A. HOUSEHOLD CHARACTERISTICS

As seen in Table 1, SIPP and the IQCS have similar estimates of the percent of FSP
households with elderly members, while SIPP shows significantly more FSP households with
disabled members than is indicated by the IQCS estimate. The IQCS, however, does not capture
all disabled individuals because it misses those classified as disabled due to the receipt of State-
administered SSI, social security or veterans’ benefits.® Because it is likely that recipients of
Federally-administered SSI who are under 60 years of age comprise a majority of the disabled
population as defined by the FSP, the bias in the IQCS estimates is likely to be small. On the
other hand, the receipt of Federally-administered SSI is extremely well reported in SIPP, so that
it is likely that a greater proportion of those individuals who are classified as disabled due to their

receipt of SSI is captured in the SIPP data.

8Disabled households in the IQCS are defined to be households receiving SSI that contain no
elderly members. This restriction to a subset of the FSP disabled population is a result of data
limitations.
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TABLE 1

SELECTED CHARACTERISTICS OF FSP PARTICIPANT
HOUSEHOLDS WITH INCOMES AT OR BELOW 250 PERCENT
OF THE POVERTY THRESHOLD IN SIPP AND IQCS
(weighted; percentages)

Characteristic SIPP 1QCS
Elderly Member Present

in Household 23.7 22.1
Disabled Member Present

in Household 10.4 6.9"
Household Receives Earned

Income 27.0 18.2°
Household Receives AFDC,

SSI, or GA 65.1 66.7
Female-Headed Household 63.5 70.0
Household size:

1 26.2 32.2

2 20.7 19.4

3to5 44.0 40.5

6 or more g.2 7.9
Number of School-Age

Children in Household

(5 to 17):

Zero 48.2 52.7
1 20.3 19.8
2 18.3 14.1
3 7.5 8.1
4 or more 5.7 5.3
Number of Households 5,905,971 7,341,594
Sample Size 1,272 6,932

SOURCES: The August 1984 SIPP Food Stamp Program eligibility file and the
?ugus; 1984 analysis file of the Integrated Quality Control System
IQCS).

*This variable was missing for 11 households in the IQCS.
*This variable was missing for 48 households in the IQCS.
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The proportion of elderly and disabled individuals in both data sets may be distorted
somewhat because the samples have been restricted to households with incomes at or below 250
percent of the poverty threshold. Since the gross income test is not applied to households
containing elderly or disabled members, it is very probable that any food stamp households that
are excluded from the sample due to this restriction contained elderly or disabled members.
Thus, the percentages of food stamp households containing these individuals are likely to be
somewhat underrepresented in the samples we examined.

Although the SIPP and IQCS estimates of the proportion of food stamp households
receiving AFDC, SSI, or GA are very similar, the estimates of the proportion of food stamp
households receiving earned income differ significantly. According to SIPP, 27 percent of food
stamp households received earned income in August 1984, while the IQCS estimate indicates that
only about 18 percent of households did so. This difference is very similar to that reported in
Dalrymple and Carlson (1986). Comparing August 1983 IQCS data to September 1983 SIPP
data, those authors found that, while 28 perceat of the Census households with food stamps had
earnings in SIPP, only 19 percent of the IQCS food stamp units had earnings.” Dalrymple and
Carlson stated that, among other things, this differential could be due to the different incentives
involved in reporting income to FSP eligibility workers and to SIPP interviewers, although they
felt that this would account for only a small part of the differential.

About 64 percent of FSP households were headed by a female, according to SIPP. This
is significantly less than the estimate of 70 percent obtained from the IQCS. This possibly is due
to an underrepresentation in SIPP of single-parent households with children that pzirticipate in
the FSP. In their validation study of the MATH model, Doyle and Trippe (1989) assert that

there is an undercount of low-income single-parent households with children in SIPP (and in the

°It should be noted, however, that Dalrymple and Carlson used the Census household rzther than
the food stamp unit as the unit of analysis in examining the SIPP data.
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