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Executive Summary 

The United States experienced impressive declines in both Temporary Assistance to 
Needy Families program (TANF) and Food Stamp Program (FSP) caseloads during the 
latter half of the 1990s. As the remaining major entitlement program in the U.S. social 
safety net, FSP caseload declines generate social welfare concerns if they arise from 
decreasing program participation among still-eligible and needy families. Recent research 
suggests that caseload declines can be linked to changing eligibility restrictions, to 
economic gains among poor and near-poor families, and to declining program 
participation among still-eligible and needy families. Historically, fewer families have 
participated in the FSP than are eligible. Low participation rates are commonly attributed 
to stigma and transaction costs associated with program participation. Because there may 
be a less than proportionate increase in stigma and transaction costs associated with 
participation in both the FSP and TANF compared to each program individually, reform 
measures that induce a family to leave TANF may also induce it to leave the FSP. A 
recent survey of families initially in the FSP finds that families leaving AFDC/TANF 
have higher rates of FSP exit than families not initially receiving public cash assistance. 
However, TANF exits and FSP exits may both be responses to changes in earnings.  

This paper first examines the changing roles of pubic assistance and earnings in the total 
receipts of poor and near poor single female-headed families with children (SFHFwC). 
The paper then examines the influence that changes in family earnings, area economic 
conditions, state TANF caseload declines, and family exits from TANF have had on the 
decision of SFHFwC to terminate FSP participation. The paper focuses on SFHFwC 
because they contain a majority of the nation’s children living in poverty and are the 
largest single recipient group of TANF funds. Further, while SFHFwC have been affected 



by changes in eligibility for public cash assistance, they have been relatively unaffected 
by concurrent changes in FSP eligibility.  

Data from the 1993 and 1999 March Annual Demographic Files of the Current 
Population Survey (CPS) reveal that total per-capita receipts of poor and near-poor 
SFHFwC showed only a modest 1.3 percent increase for the nation as a whole from 1992 
to 1998. However, per-capita earnings of poor and near-poor families increased by 41.7 
percent over the period. These earnings increases were offset by a decrease in average 
AFDC/TANF payments of 53.5 percent. As a result, AFDC/TANF payments as a share 
of total receipts for poor and near-poor SFHFwC declined from 22.4 percent to 10.3 
percent between 1992 and 1998. FSP benefits showed a smaller decline from 14.0 to 9.9 
percent of total receipts. Focusing on the non-metropolitan south, total per-capita receipts 
were $338 lower than the national average for poor and near-poor SFHFwC in 1992. 
However, this gap was virtually eliminated by 1998, with only a $60 difference in per-
capita receipts. Interestingly, the reduction in the total receipts gap was not due to more 
rapid growth in earned income in the non-metropolitan south, but to smaller reductions in 
initially low AFDC/TANF benefits. Average per-capita AFDC/TANF benefits declined 
by only $113 in the non-metropolitan south compared to $323 for the nation. However, 
the decline in average per-capita FSP benefits between 1992 and 1998 were virtually the 
same for poor and near-poor SFHFwC in the non-metropolitan south and the nation.  

Next, a probit model of FSP exits is estimated using the rotating panel component of the 
1997 to 1999 Current Population Surveys. The results suggest that FSP departures are, in 
part, a response to the strengthening of family economic conditions. Specifically, changes 
in earnings are on average positive in the sample and these positive earnings changes 
strongly influence families’ exit from the FSP. The results also indicate that after 
controlling for earnings shocks, area economic conditions, and other factors, a departure 
from TANF increases the likelihood of leaving the FSP by more than 47 percentage 
points. This finding supports suspicions that TANF reform measures may have indirectly 
fostered FSP exits among families that remain below 1.3 times the poverty line and are 
still eligible for food assistance. However, FSP participation has not been 
disproportionately affected in states that have aggressively cut TANF caseloads. High 
rates of state TANF caseload declines actually mitigate the influence that leaving TANF 
has on family FSP exits.  

Further research is needed to identify specific constraints to continued participation in the 
FSP after leaving TANF. For example, if families do not receive complete information on 
FSP eligibility in the face of TANF program benefit loss, additional resources to support 
local caseworker counseling may be warranted. If, on the other hand, FSP exit is in 
response to cumbersome procedures to retain certification for FSP benefits when TANF 
benefits are lost, efforts to further streamline procedures for continued program 
participation might be warranted.  

I. Introduction 



The United States experienced impressive declines in public assistance program 
participation during the latter half of the 1990s. The number of individuals receiving 
federal cash public assistance, initially under the Aid to Families with Dependant 
Children (AFDC) program and then under Temporary Assistance to Needy Families 
(TANF) block grants, declined by 46 percent nationally between 1995 and 1999 (figure 
1). A smaller, but still substantial, decline of 32 percent occurred in food stamp program 
(FSP) participation for the same period. TANF and FSP declines were not, however, 
uniform across the nation. For instance, in the South, the 58 percent decline in TANF 
participants was larger than that for the nation as a whole, while the 26 percent decline in 
FSP participants was smaller. 

As the remaining major entitlement program in the U.S. social safety net, FSP caseload 
declines generate social welfare concerns. These concerns center on whether FSP 
caseload declines are due to changing eligibility restrictions, to economic gains among 
poor and near-poor families otherwise unaffected by new eligibility restrictions, or to 
declining program participation among still-eligible and needy families. Early evidence, 
reviewed in Dion and Pavetti (2000) and Wilde et al. (2000), suggests that caseload 
declines can be linked to all three sources, but declines in participation among families 
remaining below the program eligibility criteria of 1.3 times the poverty line are of 
particular concern from the standpoint of food security.  

Historically, fewer families have participated in the FSP than are eligible. Low 
participation rates are commonly attributed to stigma and transaction costs associated 
with program participation (e.g. Moffitt, 1989). If welfare reform measures and the 
associated political climate have increased the stigma associated with FSP participation 
then caseload declines may be occurring among truly needy families. In addition, there 
may be a less than proportionate increase in stigma and transaction costs associated with 
participation in both the FSP and TANF compared to each program individually. As a 
result, reform measures that induce a family to leave TANF may also induce the family to 
leave the FSP. 

Several studies suggest that families’ decisions to participate in the FSP and 
AFDC/TANF are jointly determined. Frakker and Moffitt (1988) find that an increase in 
benefits in one program increases participation in the other program. Similarly, Keane 
and Moffitt (1998) find that for households already participating in one social welfare 
program, stigma and other program participation costs show little increase with 
participation in an additional program. In an examination of families initially in the FSP, 
Zedlewski and Brauner (1999) find families leaving AFDC/TANF have higher rates of 
exit from the FSP than families not initially receiving public cash assistance. However, 
TANF exits and FSP exits may both be responses to changes in earnings that are not 
controlled for in the study.  

The purpose of this paper is to determine the influence that changes in family earnings, 
area economic conditions, state TANF caseload declines, and families exit from TANF 
have had on the decision of single female-headed families with children (SFHFwC) to 
terminate FSP participation. In contrast to previous studies of family transitions off of 



public assistance programs, nationally representative panel data on earnings, TANF 
assistance, and FSP assistance are employed to estimate the influence of these factors 
during the period immediately following the implementation of reform initiatives when 
caseload declines in both programs were rapid. The paper focuses on SFHFwC because 
they contain a majority of the nation’s children living in poverty and are the largest single 
receipt group of TANF funds. Further, while SFHFwC have been affected by changes in 
eligibility for public cash assistance, they have been relatively unaffected by concurrent 
changes in FSP eligibility.  

The paper is organized as follows. The next section contains a review of recent reforms in 
public cash assistance and food stamp programs. Pre-reform (1992) to post-reform (1998) 
changes in multiple sources of earned income, unearned income, and non-cash assistance 
for poor and near-poor SFHFwC are then documented in Section three. Section four 
presents the framework and statistical model for FSP exit, and describes the panel data 
employed from the welfare reform period 1996 to 1998. Section five reports the results 
from the estimation of the statistical model. The paper concludes with a discussion of 
policy implications. 

II. Public Cash Assistance and Food Stamp Program Reforms 

  

The 1996 Personal Responsibility and Work Opportunity Act (PRWORA) represents the 
most important change in United States social welfare policy in recent decades. The most 
notable reform under PRWORA is the replacement of federal matching funds for public 
cash-assistance payments under the AFDC program with state-specific cash assistance 
programs funded by federal TANF block grants. TANF grant guidelines require able-
bodied single heads of families to perform community service within two months of 
receiving TANF assistance, to work within two years of receiving TANF assistance, and 
set five-year cumulative limits on the receipt of TANF funds. A number of exemptions 
are attached to these requirements, the most notable of which is that states can exempt up 
to 20 percent of families from cumulative time limits and can exempt family heads with 
children under six from work requirements if childcare is unavailable. States are provided 
with clear mandates to move recipients off welfare and into the workforce and are 
penalized with grant reductions for failing to meet specific targets. States are also given 
the autonomy to set more stringent eligibility requirements than those mandated under 
TANF (see Gallagher et al. 1998 for a review of state guidelines).  

The contribution of recent reform legislation to observed caseload declines is a topic of 
considerable debate. Wallace and Blank (1999) reviewed a number of state level panel 
data studies and found that strong economic conditions, as manifest by low 
unemployment rates, explain a major portion of TANF caseload declines. Other factors, 
like the dramatic increase in Earned Income Tax Credits in the 1990s have increased 
workforce participation and undoubtedly contributed to declining welfare rolls (Meyer 
and Rosenbaum, 1999). Mills, Alwang, and Hazarika (2000), using Current Population 



Survey data, suggest that changes in educational levels and other characteristics of single 
mothers may also account for significant reductions in program participation.  

PRWORA also re-authorized the federally funded food stamp program through 2002, but 
imposed additional eligibility restrictions. Able-bodied adults aged 18 to 50 with no 
dependents are limited to 3 months of program participation in a 36 month period unless 
working or in a work-training program. Immigrants, unless naturalized US citizens or 
refugees, are now ineligible for food stamp benefits. The primary recipient group of 
TANF benefits, SFHFwC, was not directly affected by these additional eligibility 
restrictions (unless they were not citizens). 

An initial analysis of FSP caseload declines by the U.S. Department of Agriculture - 
Food and Nutrition Service (1999) found that between the summer of 1994 and the 
summer of 1997 nearly six million individuals left the program. While there are 
reductions in FSP participation for the two groups most affected by new eligibility 
restrictions-- legal permanent residents who are not citizens and unemployed adults with 
no children-- 61 percent of individuals who left the FSP were also initially receiving 
TANF benefits. This finding suggests that declining TANF caseloads and declining FSP 
caseloads may be linked. However, it is also worth noting that because TANF caseloads 
declined more rapidly than FSP caseloads, the proportion of single-parent families 
receiving food stamps but not TANF assistance actually increased by 9 percent over the 
1994 to 1997 period. More formal analysis of the influence of TANF exits on FSP 
participation must also address concurrent changes in family earnings and other factors.  

III. Changes in income and assistance to poor and near-poor SFHFwC. 

The remainder of the paper uses data on SFHFwC from the Annual Demographic files of 
the Current Population Survey (CPS). The CPS is a nationally representative survey of 
U.S. families. The Annual Demographic Files contain data on earnings, public assistance, 
and ‘other’ receipts of SFHFwC, as well as family-head and family characteristics. In this 
section we focus on changes in program participation and family receipts between the 
1992 pre-reform and 1998 post-reform periods. Nationally, AFDC participation among 
poor and near-poor SFHFwC in 1992 was 20 percentage points higher than participation 
in TANF in 1998 (table 1) . Despite a lower initial rate of AFDC participation in the non-
metropolitan south, due in part to low benefit levels in many southern states, TANF 
program participation decreased by 23 percentage points between 1992 and 1998, or 
three percentage points more than the national average. As with the caseload trends 
presented in figure 1, national declines in rates of FSP participation are smaller (13.9 
percentage points) than declines in AFDC/TANF participation. In the non-metropolitan 
south, the decline in FSP participation is again greater than the national average, by two 
percentage points, despite a lower initial FSP participation rate. 

Nationally, total per-capita receipts of poor and near-poor SFHFwC showed only a 
modest 1.3 percent increase between 1992 and 1998 (table 2). However, a dramatic shift 
in the composition of total per-capita receipts from public assistance to earned income 
occurred over the period. Average per-capita earnings of poor and near-poor families 



increased by 41.7 percent over the period. As a result, earnings as a share of total receipts 
increased from 36.4 percent to 51.0 percent. By contrast, average AFDC/TANF payments 
decreased by 53.5 percent and average FSP benefits decreased 28.1 percent from 1992 to 
1998. As a result, AFDC/TANF payments as a share of total receipts for these households 
declined from 22.4 percent in 1992 to 10.3 percent in 1998. FSP benefits declined from 
14.0 to 9.9 percent of total receipts over the same period.  

Total per-capita receipts were $338 lower in the non-metropolitan south than the national 
average for poor and near-poor SFHFwC in 1992 (table 3). However, this gap was 
virtually eliminated by 1998, with only a $60 difference in per-capita receipts. 
Interestingly, the reduction in the total receipts gap was not due to more rapid growth in 
earned income in the non-metropolitan south. Indeed, in 1992, the poor and near-poor in 
the non-metropolitan south earned $280 more per-capita than the national average. 
Because of stronger earned income growth for the poor and near-poor in other parts of 
the country, the average earned income for poor and near-poor families in the non-
metropolitan south was only $80 above the national average in 1998.  

Instead, the gap in total receipts between the non-metropolitan south and the rest of the 
county narrowed largely because of much smaller reductions in AFDC/TANF benefits in 
the non-metropolitan south. Average per-capita AFDC/TANF benefits declined by $113 
in the non-metropolitan south compared to $323 for the nation. The smaller decreases in 
AFDC/TANF benefits in the non-metropolitan south are due to much lower average 
program benefits in 1992 compared to the national average. FSP benefits did not show a 
similar trend, as they declined by $150 in the non-metropolitan south and $139 for the 
nation between 1992 and 1998.  

Several important differences in the composition of receipts of SFHFwC in the non-
metropolitan south and in the nation as a whole are worth noting. First, earnings represent 
a significantly greater share of total receipts in the non-metropolitan south. Second, 
AFDC/TANF payments represent a much smaller share of per-capita receipts in the non-
metropolitan south than for the nation as a whole. Third, FSP benefits represent roughly 
the same share of total per-capita receipts in the non-metropolitan south as in the nation 
as a whole. However, FSP benefits are the major source public assistance for poor and 
near-poor SFHFwC in the non-metropolitan south, but a relatively small component of 
public assistance in the nation as a whole. Thus, welfare reform is likely to have, on 
aggregate, a smaller impact on SFHFwC in the non-metropolitan south, but its impact on 
FSP participation is of major interest as FSP payments are the main component of public 
assistance in the South. 

IV. A Model of Food Stamp Program Exits 

A. Framework: 

Family exit of the FSP is determined by a number of factors. This section develops a 
model of family transitions off the FSP and outlines the expected influence of changes in 
earnings, TANF participation, and other factors on FSP exits. Families initially on food 



stamps are assumed to engage in a sequential decision process. Families first adjust their 
earnings through intensity of workforce participation and at the same time decide whether 
to participate in TANF, given changes in TANF work requirements and cumulative time 
limits. Families then decide whether to exit the FSP. This decision entails an evaluation 
of program eligibility and the benefits and costs of continued FSP participation, given 
new earnings levels and the decision on whether to participate in TANF.  

Let LVFSPi=1 if the ith family leaves the FSP during the second year in the sample and 

LVFSPi=0 otherwise. The vector is taken to represent variables measuring change in 
TANF status, initial TANF status, change in earnings, initial earnings, family 
characteristics and other variables influencing the probability of FSP departure. Then the 
probability of FSP departure can be expressed using a probit model as,  

 

where is a normally distributed probability density function and is the 
associated cumulative density function. The associated log-likelihood for the sample of n 
families is 

. 

B. Transition data and empirical specification  

The empirical model is estimated using a dataset created from the rotating panel 
component of the 1997 to 1999 Current Population Surveys. Specifically, half of the 
households in the March Annual Demographic files of the CPS are re-surveyed the 
following year (with the other half having been initially surveyed in the previous year). 
By matching families within households, states of TANF and FSP participation in the 
previous calendar year are identified for the 1,974 female-headed families that entered 
the CPS rotating panel in either 1997 or 1998. The sample is then restricted to 672 
families who participated in the FSP in their initial year in the panel.  

Of these 672 families initially participating in the FSP, 385 also received TANF benefits. 
These families faced a transition choice set consisting of the four possibilities shown in 
figure 2. The most common choice was to continue to receive FSP and TANF benefits in 
the second year (227 families), the second most common transition was to continue to 
receive FSP benefits, but leave TANF (92 families), the third most common choice was 
to leave both the FSP and TANF (56 families). Only 10 families continued to receive 
TANF benefits in the second year, but did not receive FSP benefits. 



The remaining 287 families that participated in the FSP in the initial year of the panel did 
not receive TANF benefits. These families faced a slightly modified transition choice set. 
The most common choice was to continue to receive FSP benefits and not receive TANF 
program benefits in the second year (129 families). The second most common transition 
was to leave the FSP and continue to not receive TANF program benefits (115 families). 
A distant third was the choice to enter the TANF program and also continue to receive 
FSP benefits (42 families). Finally, only one family in the sample left the FSP in the 
second year, but entered the TANF program.  

As noted, the independent variables in our model include measures of the change in 
TANF status, initial TANF status, changes in earnings, initial earnings, family 
characteristics and other variables that potentially influence stigma and other transaction 
costs associated with FSP participation. The change in earnings, DIFFEARN, is 
measured as the change in family earnings from wage and self-employment sources from 
the first to the second year in the survey. Positive changes in earnings should increase the 
probability of exiting the FSP. A measure of initial earnings (INTEARN) is also 
included, since families with higher initial earnings, holding their change in earnings 
constant, are more likely to exceed FSP eligibility requirements and exit the program. 

PRWORA and state-level welfare reform measures influence TANF participation 
decisions, but may also directly influence exits from the FSP. As noted, transactions costs 
and stigma may represent important costs of FSP participation (Moffitt, 1989). These 
costs may increase less than proportionately if a family participates in both programs 
compared to one (Keane and Moffitt, 1998). The key insight from this model is that 
tCorrespondingly, termination of TANF participation may place an additional set of 
stigma and transaction costs directly on FSP participation. For example, TANF 
participants are automatically eligible for FSP benefits. However, if a family leaves 
TANF they may need to be re-authorized to participate in the FSP every three months. 
Often single mothers who are eligible for the FSP but do not participate complain about 
the time and paperwork required for re-certification, the business hours of the FSP 
offices, and the ‘first-come first-serve’ policies in the offices (Dion and Pavetti, 2000). 
Therefore, holding earnings and eligibility constant, departures from TANF increase the 
costs associated with participation in the FSP and make transitions off the FSP more 
likely.  

The presence of imperfect information on FSP eligibility may create a further link 
between TANF departures and FSP exits. A recent survey showed that nearly three-
quarters of FSP-eligible heads of families leaving TANF thought they were no longer 
eligible for the FSP (Zedlewski and Brauner, 1999). TANF leavers may also be more 
likely to believe that earnings disqualify them from FSP benefits. The influence of the 
decision to exit TANF on the propensity to leave the FSP is captured in the model by a 
discrete indicator for families that left TANF during their second year in the survey 
(LEFTTANF). A discrete indicator for individuals receiving TANF benefits in the initial 
year is also included (INTTANF). After controlling for initial earnings, families receiving 
both TANF and FSP benefits in their first year in the survey may be more dependent on 



public assistance, have lower stigma and other transaction costs to continued FSP 
participation, and be less likely to depart from the FSP.  

The impact of TANF departures on FSP departures may also vary with the intensity of 
state welfare reform efforts. States that aggressively restrict TANF eligibility are more 
likely to remove from the rolls families with a strong need for continued public 
assistance. Chernick (1999), for example, found that some states substitute FSP benefits 
for TANF benefits, since savings on the latter can be transferred to other state programs. 
Thus, families may be less likely to exit the FSP after leaving TANF in states with large 
caseload declines. An interaction term (INTCASE) is specified as the product of 
LEFTTANF and the change in state TANF caseloads in the previous three years to 
capture this effect. Further, since TANF program work requirements became binding two 
years after implementation of the TANF program in most states, reforms are likely to 
have created greater incentives to work for families initially observed in 1997 than those 
initially surveyed in 1996. A discrete indicator for the later sample period (YEAR) is also 
included in the model to capture any indirect effect that the more binding TANF work 
requirements in the later sample period may have on FSP departures.  

Finally, for a given change in earnings and TANF participation, the decision to exit the 
FSP may depend on characteristics of the family and area economic conditions. Age of 
the family head (AGE), as well as race (BLACK and OTHNW) and ethnicity 
(HISPANIC), are included in the model because they may influence the level of stigma 
associated with FSP participation. The number of children in the family under age 6 
(CHILDU6) and between 6 and 18 (CHILDU18) are included in the model because FSP 
benefit levels increase with the number of children, while stigma and costs of program 
participation remain relatively constant with additional children. An indicator of whether 
the family received FSP benefits in all 12 months of the initial year (FS12) is included in 
the model to account for the influence of previous intensity of FSP participation. 
Continuous participation is likely to increase dependence on FSP benefits and reduce 
stigma, making transitions off the FSP less likely. A discrete indicator for families whose 
head is a U.S. citizen (CITIZEN) is also included to account for the influence of new 
eligibility restrictions on non-citizen participation in the FSP.  

Turning to area economic conditions, the unemployment rate for non-metropolitan or 
metropolitan area of residence within the state (UNEMPL) is included in the model to 
control for the influence of economic conditions on levels of stigma associated with FSP 
participation. Similarly, given observed differences in participation in public assistance 
programs in the non-metropolitan south, discrete indicators of residence in the south and 
residence in non-metropolitan areas, as well as an interaction term between the south and 
non-metropolitan indicator, are included to account for potential regional differences in 
propensities to exit the FSP. Means and standard errors for all variables are presented in 
table 4. 

V. Results and Discussion 



The data are used to estimate the probit model of exits of the FSP by the maximum 
likelihood method and the results are reported in table 5.  

A. Parameter Estimates  

The coefficient estimates for the change in earnings between the two years in the panel 
(DIFFEARN) and for family earnings in the initial year in the survey (INTEARN) are 
both positively associated with exit from the FSP during the second year of the survey at 
the p=0.01 level of significance. The indicator for participation in TANF during the 
initial year of the survey (INTTANF) has a negative coefficient and is significant at the 
p=0.01 level, while the indicator for leaving TANF (LEFTTANF) has a positive 
coefficient (p=0.01). The parameter estimate of the interaction term between LEFTTANF 
and state TANF caseload declines (INTCASE) is also positively associated with FSP exit 
(p=0.01). 

In contrast to the strong statistical association that earnings and TANF status measures 
have with FSP exit, age, race, and ethnicity of the family head show no significant 
association with exit from the FSP. However, the number of children in the family under 
6 (CHILDU6) and between 6 and 18 years of age (CHILDU18) are negatively related to 
exit from the FSP. Similarly, participation in the FSP for all 12 months of the initial year 
in the survey shows a strong negative association with exit from the FSP during the 
second year. Being a U.S. citizen also shows a weak (p=0.1) negative association with 
exit from the FSP. Finally, the variables area unemployment rate (UNEMPL), residence 
in a non-metropolitan area (NONMET), residence in the south (SOUTH), as well as the 
interaction term between south and non-metropolitan residence, do not show statistically 
significant associations with exit from the FSP. 

The results suggest that FSP departures are, in part, a response to the strengthening of 
family economic conditions. Specifically, changes in earnings are on average positive in 
the sample and these positive earnings changes strongly influence families’ exit of the 
FSP. High initial earnings also strongly influence exit of the FSP. However, when the 
marginal effects of the significant variables are evaluated at sample means, the magnitude 
of these earnings effects on the probability of exit from the FSP appears to be rather small 
(table 6). For example, a $1,000 increase in family earnings between the first and second 
years in the sample results in only a 0.86 percentage point increase in the probability of 
leaving the FSP.  

Families that initially received TANF benefits show a 9.33 percent point lower 
probability of exiting the FSP than those not initially receiving TANF. However, leaving 
TANF in the second year of the survey results in a 47.64 percentage point increase in the 
probability of not receiving FSP benefits in the second year of the survey. Thus, even 
after controlling for concurrent changes in earnings and other factors, TANF departure 
creates a strong inducement for families to exit the FSP. Interestingly, strong state TANF 
caseload declines countervail the influence of an exit from TANF on the probability of 
FSP departure. A one percentage point increase in state TANF caseload declines over the 
previous three years decreases the probability of exiting the FSP when leaving TANF by 



0.72 percentage points. Thus families in states that have aggressively pursued welfare 
reform efforts are more likely to remain in the FSP upon leaving TANF.  

The lack of influence of family head characteristics on FSP exits is not surprising. While 
characteristics of family heads may be related to differences in stigma and other 
transaction costs, these characteristics do not manifest themselves in differential 
propensities to exit the FSP. Area unemployment rates also do not have a significant 
effect on FSP exits, but given CPS non-disclosure requirements that make it impossible 
to identify the county of residence, statewide measures of metropolitan or non-
metropolitan unemployment rates are an admittedly blunt measure of local economic 
conditions. Finally, families in non-metropolitan areas, in the south, and particularly in 
the non-metropolitan south do not show significant differences in their propensity to exit 
the FSP after controlling for earnings shocks and other factors. 

B. Specification Issues 

The empirical model presented above is based on a sequential decision model. However, 
changes in family earnings and exits from the FSP may be jointly determined. To 
examine this concern, we treat DIFFEARN as an endogenous variable and re-estimate the 
empirical model after instrumenting for DIFFEARN. Probit model estimates using the 
predicted change in earnings (PDIFFERN) are presented in the first column of table 7 and 
labeled Model 2. The standard errors for parameter estimates in the probit equation are 
adjusted for the use of a predicted variable using the method outlined in appendix 1. The 
coefficient estimate for PDIFFERN is positive, but just fails the test for statistical 
significance at the conventional p=0.1 level. However, the estimated earnings effect is 
not reduced, as the coefficient and calculated marginal effect estimates for PDIFFERN 
are larger than the corresponding estimates for DIFFEARN in the initial model 
specification. A $1,000 increase in earnings is now associated with a 2.35 percentage 
point increase in the probability of exit from FSP participation.  

Parameter estimates for all other variables in the model show little change from those 
from the initial specification. Notably, departure from TANF is still positively related to 
departure from the FSP and has approximately the same marginal effect as in the initial 
specification. Thus, controlling for the potential endogeneity of changes in earnings does 
not materially change the model results.  

A second concern with the initial model specification is that families that did not receive 
TANF benefits in the first year of the survey cannot transit off TANF in the second year. 
Since initial FSP and TANF participation are often assumed to be jointly determined, the 
related specification concern is that families initially on TANF have structurally different 
conditional density functions for exit from the FSP than families not initially on TANF. 
The discrete indicator for participation in the TANF program in the initial year in the 
panel may not adequately capture this structural difference. Further, the marginal effect 
of leaving TANF reported in table 6 is evaluated at the mean values of the other variables 
in the sample; not the mean values of the sub-set of families in the sample that were 
initially on TANF and, therefore, eligible to exit the program. To address this concern, 



we re-estimate the model using only the sub-sample of families that initially received 
both TANF and FSP benefits. The parameter estimates using the sub-sample are 
presented in the third column of table 7 and labeled Model 3.  

The model results using the sub-sample are, for the most part, consistent with results 
from the full sample. The discrete indicator for leaving TANF in the second year of the 
survey (LEFTTANF) and the change in earnings (DIFFEARN) are positive and 
significant (p=0.01) in both models. In addition, the calculated marginal effects 
associated with each of these variables are very similar. In the full sample, leaving TANF 
increases the probability of leaving the FSP by 47.6 percentage points compared with 
47.5 percentage points in the sub-sample. A $1,000 increase in earnings increases the 
probability of leaving the FSP by 0.86 percentage points in the full sample compared 
with 0.96 percentage points in the sub-sample. The magnitude of state TANF caseload 
declines also has a strong influence on the exit of the FSP for the sub-sample of families 
initially on TANF. The main difference in the parameter estimates between the full and 
sub-samples is that initial earnings (INTEARN) does not significantly affect the 
probability of leaving food stamps in the sub-sample. Families who receive both FSP and 
TANF benefits have consistently lower initial earnings than families who only receive 
FSP benefits. The lack of significance of the initial earnings parameter may stem from 
relatively little variation in the initial earnings in the sub-sample of families that were 
initially on TANF. 

VI. Conclusions 

Impressive declines in TANF caseloads appear to have contributed to concurrent declines 
in FSP participation. The major empirical finding of this study, robust to several 
alternative model specifications, is that after controlling for earnings shocks, area 
economic conditions, and other factors, a departure from TANF increases the likelihood 
of leaving the FSP by more than 47 percentage points. The finding supports suspicions 
that TANF reform measures may have indirectly fostered FSP exits among families that 
remain below 1.3 times the poverty line and are still eligible for food assistance. During 
the 1996 to 1998 period, 9.7 percent of U.S. households did not have access to enough 
food to meet basic needs (Nord, Jemison, Bickel, 1999). The incidence of food insecurity 
is undoubtedly higher for SFHFwC, given the high prevalence of poverty for this family 
type. Further, SFHFwC have become more vulnerable to negative income shocks from 
economic downturns because of increased workforce participation and decreased reliance 
on public assistance. At a minimum, the economic well-being of SFHFwC needs to be 
closely monitored as work requirements and lifetime eligibility requirements associated 
with welfare reform measures become binding, and when general economic conditions 
become less favorable.  

On a positive note, the results suggest that FSP participation has not been 
disproportionately affected in states that have aggressively cut TANF caseloads. High 
rates of state TANF caseload declines actually mitigate the influence that leaving TANF 
has on family FSP exits. This mitigation might occur because states that have 
aggressively trimmed their TANF roles have removed families with lower levels of 



economic well being that are still strongly dependent on the FSP. Alternatively, states 
with high caseload reductions may have provided clients with better information on their 
status with respect to continued eligibility for FSP benefits.  

Further research is needed to identify the specific constraints to continued participation in 
the FSP after leaving TANF. For example, if families do not receive complete 
information on FSP eligibility in the face of TANF program benefit loss, additional 
resources to support local caseworker counseling may be warranted. If, on the other hand, 
FSP exit is in response to cumbersome procedures to retain certification for FSP benefits 
when TANF benefits are lost, efforts to further streamline procedures for continued 
program participation might be warranted. Finally, families in the FSP have become 
increasingly reliant on earned income and workforce participation since 1996. Given 
decreasing political support for public assistance programs, additional efforts may be 
warranted to educate political leaders and the general population that many FSP 
recipients in the post-reform era are working, but remain below or near the poverty level. 
The FSP continues to play an important role in safeguarding the well-being of working 
single mothers and their families.   

Sources: Department of Health and Human Services (www.acf.dhhs.gov), 2000. United 
States Department of Agriculture (www.fns.usda.gov), 2000.  

http://www.acf.dhhs.gov/
http://www.fns.usda.gov/


 

  

Table 1: Changes in Cash Public Assistance and Food Stamp Program Participation 
among Poor and Near-poor Families: 1992 to 1998.  
 1992   1998 
 (%)   (%)  
AFDC/TANF participation in previous year     
National  51.1   31.1  
Non-Metropolitan South  39.2   16.4  
Metropolitan South  44.9   23.7  
Food stamp participation in previous year     
National  66.8   52.9  
Non-Metropolitan South  64.3   48.4  
Metropolitan South  66.7   50.5  

Sources: March 1993 and March 1999 CPS 

Table 2: Changes in the Composition of Poor and Near-poor SFHF w C Total Per-capita 
Receipts: 1992 to 1998.  

  1992  1998  Change  

  ($)  ($)  (%)  

Total per-capita receipts  3,528  3,574  +1.3  

• Earnings  1,285  1,821  +41.7  

• AFDC/TANF  791  368  -53.5  



• FSP Payments  493  354  -28.1  

Composition of total per-capita receipts        

  (%)  (%)  (%)  

• Earnings  36.4  51.0  +14.5  

• AFDC/TANF  22.4  10.3  -12.1  

• FSP Payments  14.0  9.9  -4.1  

Sources: March 1993 and March 1999 CPS 

Note: All figures are in Jan. 1999 dollars. 

Table 3: Changes in the Composition of Non-metropolitan South Poor and Near-poor SFHFwC 
Total Per-capita Receipts: 1992 to 1998.  

  1992  1998  Change  

  ($)  ($)  (%)  

Total per-capita receipts  3,290  3,514  + 6.8  

• Earnings  1,565  1,901  +21.5  

• AFDC/TANF  334  121  -63.8  

• FSP Payments  469  319  -31.9  

Composition of total per-capita receipts        

  (%)  (%)  (%)  

• Earnings  47.6  58.7  +11.1  



• AFDC/TANF  10.2  3.5  -6.7  

• FSP Payments  14.2  9.1  -5.1  

Note: All figures are in Jan. 1999 dollars. 

Table 4: FSP Transition Model Descriptive Statistics  

Variable  Description  Mean  Standard 
Deviation  

DIFFEARN  Change in earnings ($)  2,235.07  10,518.72  

INTEARN  Initial earnings ($)  5,505.15  8,868.51  

INTTANF  Initially on TANF  0.7098  0.6301  

LEFTTANF  Left TANF in second year of panel  0.1905  0.3930  

INTCASE  TANF caseload change past 3 years*LEFTTANF  -0.0523  0.1239  

YEAR  Initial year in panel (1997=0, 1998=1)  0.4881  0.5002  

AGE  Age of family head  33.3229  8.0613  

BLACK  Family head Black=1  0.3884  0.4877  

OTHNW  Family head other non-white=1  0.0506  0.2193  

HISPANIC  Family head Hispanic=1  0.1801  0.3845  

FOWNU6  Number of children under 6  0.7039  0.8135  

FOWNU18  Number of children 6 to 17  1.4866  1.2109  

FS12  On FSP for 12 months in initial year=1  0.7783  0.4157  

CITIZEN  U.S. Citizen=1  0.9643  0.1857  

URATE  State metro or nonmetro unemployment rate  0.0605  0.0167  

NONMET  Family resident in nonmetropolitan area=1  0.2009  0.4010  

SOUTH  Family resident in South=1  0.2232  0.4167  



INTSNM  NONMET*SOUTH  0.0729  0.2062  

  

  

  

Table 5: Probit Estimator Results for Leaving the FSP: (LVFSP=1)  

Variable  Coefficient  Asymptotic Standard 
Error  

DIFFEARN (000)  0.0286***  0.0053  

INTEARN (000)  0.0394***  0.0072  

INTTANF  -0.3110***  0.1106  

LEFTTANF  1.3497***  0.3014  

INTCASE  2.3992**  0.9825  

YEAR  -0.0139  0.1223  

AGE  0.0065  0.0083  

BLACK  -0.0712  0.1356  

OTHNW  -0.2096  0.3066  

HISPANIC  0.1057  0.1740  

CHILDU6  -0.2427***  0.0931  

CHILDU18  -0.1922***  0.0599  

FS12  -0.5850***  0.1371  

CITIZEN  -0.5550*  0.3202  

UNEMPL  -4.7635  4.4570  

NONMET  0.9643  0.2022  



SOUTH  0.2396  0.1704  

NONMET * SOUTH  -0.4404  0.3221  

CONSTANT  0.5567  0.5392  

No. Observations 672 

Log. Likelihood -306.37 

Likelihood Ratio (df=18)  172.27 

Note: * indicates statistical significance at the p=0.1 level in a two-tailed t-test. 

** indicates statistical significance at the p=0.05 level in a two-tailed t-test. 

*** indicates statistical significance at the p=0.01 level in a two-tailed t-test. 

  

Table 6: Marginal Effects for Significant Variables: (LVFSP=1)  

Variable  Marginal Effect  

DIFFEARN (000)  0.0086  

INTEARN (000)  0.0118  

INTTANF  -0.0933  

LEFTTANF  0.4764  

INTCASE  0.7197  

CHILDU6  -0.0728  

CHILDU18  -0.0577  

FS12  -0.1940  

CITIZEN  -0.1938  

Note: For the discrete variables INTTAHF, LEFTTANF, FS12 and CITIZEN the 
marginal effect is evaluated as a change from 0 to 1.  



  

  

Table 7: Alternative Specifications of Probit Estimator: (LVFSP=1)  

  Model 2  Model 3  

Variable  Coefficient  Asymptotic 
Standard 

Error  

Coefficient  Asymptotic 
Standard 

Error  

PDIFFERN (000)  0.0772 0.0500      

DIFFEARN(000)      0.059***  0.0134  

INTEARN (000)  0.0593***  0.0210  -0.0038  0.0181  

INTTANF  -0.3647***  0.1130      

LEFTTANF  1.4432***  0.2999  1.9961***  0.360  

INTCASE  2.4478**  0.9774  2.1520*  1.126  

YEAR  -0.0767  0.1554  -0.0241  0.2148  

AGE  0.0045  0.0093  -0.0001  0.0151  

BLACK  -0.1115  0.1577  -0.1928  0.2202  

OTHNW  -0.2225  0.3276  -0.3072  0.4712  

HISPANIC  0.1412  0.1948  -0.1139  0.2915  

CHILDU6  -0.2018**  0.0931  -0.1685  0.1445  

CHILDU18  -0.1702***  0.0584  -0.2313**  0.0962  

FS12  -0.6173***  0.1353  -0.4438*  0.2615  

CITIZEN  -0.5546*  0.3177  -0.8911*  0.5281  

UNEMPL  -2.7861  4.6233  6.3086  7.4235  

NONMET  0.0199  0.2286  -0.5408  0.4050  

SOUTH  0.2041  0.1894  0.2847  0.2851  



NONMET*SOUTH  -0.3457  0.3609  0.5247  0.5851  

CONSTANT  0.3475  0.5948  -0.4378  0.8648  

No. Observations  672    385    

Log. Likelihood  -319.35    -122.84    

Likelihood Ratio  146.32 

(df=18)  

  127.08 

(df=17)  

  

Note: * indicates statistical significance at the p=0.1 level in a two-tailed t-test. 

** indicates statistical significance at the p=0.05 level in a two-tailed t-test. 

*** indicates statistical significance at the p=0.01 level in a two-tailed t-test. 

Model 2 instruments for changes in earnings. 

Model 3 uses a sub-sample of households that were initially receiving TANF benefits. 

  

Appendix 1: Instrumental Variable Estimator for DIFFEARN  

Variable  Coefficient  Standard Error  

INTEARN  -0.4169***  0.0442  

YEAR  1549.343**  765.291  

AGE  52.877  48.297  

BLACK  1097.393  884.586  

OTHNW  -436.057  1799.269  

HISPANIC  -120.244  1116.102  

UNEMPL  -29218.41  26966.77  

NONMET  770.967  1325.612  

SOUTH  592.986  1163.787  



NONMET & SOUTH  -827.097  2139.589  

EDUCATION  696.007***  200.525  

R-squared = 0.133 

F (11,660) = 9.17 

Note: Parameter estimates and standard errors for the probit equation in model 2 were 
obtained by two-step maximum likelihood estimation. The model is 

defined  

  (Linear ) 

  (Probit) 

where , , and is the Normal CDF. Estimates for and first-step 

standard errors were obtained by least squares. Estimates for and second-step 
standard errors were obtained by employing generalized linear models methodology 
(McCullagh and Nelder, 1989). Adjustments to the second-stage standard errors were 

made using the asymptotic variance of which Murphy and Topel (1985) defined by 

 

where 

 



and , are the log-likelihood equations from the step-one and step-two models. 
Estimates of the variance components were obtained using first-order Taylor series 
approximations to the log-likelihood equations. 
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