Discussion

While the FSP benefit formulais rather complex, the
computations reported here are straightforward (the
SAS software program used to make these calculations
is provided in Appendix B). For research purposes
beyond the goals of this report, more complex tools
such as microsimulation analysis are more suitable
(Jacobson et al., 2000).* For example, this report's
tool is not consistently useful for understanding count-
er-factual scenarios, such as "How would benefits
change if grossincome rose by $207" Similarly, the
tool does not address changes to eligibility rules that
influence participation—the focus here is on the distri-
bution of benefits for afixed sample of participants. In
contrast, microsimulation analysis is specificaly
designed for counterfactual investigations, and it does
seek to measure how policy changes affect both the
participation decision and the benefit level for
participants.

The main advantage of this report's analytic tool is that
it summarizes in asimple and consistent format a vari-
ety of stipulations and regulations that are usually stat-
ed in amanner that makes comparison difficult.
Microsimulation analysis requires estimation of a vec-
tor of behavioral parameters with one data source from
one time period, and then simulation of policy changes
in a second data source and time period under the
assumption that the behavioral parameters remain
constant.

Conclusions from such analysis depend on both the
accuracy of the estimated parameters and the charac-
teristics of the sample in afashion that may be difficult

Microsimulation analyses estimate how a particular program
change would influence the participation decision and benefit
amount for each household in a particular sample. Then, the
analyses aggregate the individual level responses to report how the
change would affect overall caseloads and average benefit levels.
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for the casual reader to disentangle. The tool devel-
oped for this report permits a transparent comparison
of the various components of the benefit formula for
different types of household, and it is simpler than
alternative approaches for this purpose.

The tool developed in this report quantifies the relative
importance of the reduction in benefits due to cash
income, the increase in benefits due to deductions, and
the minimum and maximum benefit levels. First, the
income effect (E1)—defined here as -0.3 times gross
cash income—is very large in absolute value. For the
full sample, the income effect equals -$89.27, com-
pared to a mean per person maximum benefit of
$112.70. Second, deductions go a long way toward
offsetting the reduction in benefits that would result if
al cash income counted against benefits. For the full
sample, the deductions effect (E2) equals $50.35.
Average benefits are less strongly affected by the max-
imum benefit effect (E3) of -$6.78 and the minimum
benefit effect (E4) of $2.25, but these effects are not
trivial. In this analysis, the actual mean per person
food stamp benefit ($69.25) may be expressed as the
maximum benefit plus the effects of E1 through E4.

The income effect (negative) and the deductions effect
(positive) are both so large in absolute value that the
bal ance between these effects is a major factor in
determining the mean food stamp benefit for any pop-
ulation or subpopulation of participants. Differencesin
the income effect and deductions effect across subpop-
ulations are typically a dominant source of differences
in the actua benefit received, while differences across
subpopulations in the maximum benefit are often less
important. To understand the distribution of food
stamp benefits across different types of households
reguires a comprehensible account of the whole array
of positive and negative effects on the benefits that
participants actually receive. This report takes a step
toward providing such an account.
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