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It can live in public housing aeceivehousingsubsidy
[. Introduction payments. Finally, any member of tfamily can be

This paperuses 1992-93lata from the Quarterly enrolled in Medicaid. This is not axhaustive list of
Interview Survey component dfie Consumer Expen- assistance programs available to families, dmters
diture Survey (CE) to analyze spending patterns of those collected in the CE survey instruments.
families receiving forms of public assistance. Compar-
isons of demographic characteristasd expenditures B. Data source
are madebetween families receiving assistance and  The objective ofthe Interviewsurvey is to obtain
those not receiving assistance. Among families reene year’'s worth of expenditures from each sample
ceiving assistance, those with working members aréamily. A questionnaire is administered by a Census
compared with those with no working members. Bureau interviewer. Each sampilamily undergoes

Weighted meansand percent distributions of five interviews. In the first interview, housingnit
selected family characteristicand weighted annual characteristics, demographic characteristics for each
means and shares axpenditures are calculated. member,and aninventory of durablesre collected.
Statistical tests demonstrateatexpenditure shares for Expenditure data amollected over ane-month recall
most item categories are significantly differeetween periodand areused for bounding purposes only. The
the compared groups. The analyien considers remaining four interviews are conducted at three-
factors related to transportation expenditures. Amonth intervals, wherein families report expenditures
regression equation is specifiathd estimated by the thathave been madeuring that time. At thesecond
ordinary least squares (OLS) technique. Results fromndfifth interviews, income datare collected for the

the regression are examined. 12-month period prior to the interview. Overahout
90 percent to 95 percent of all expenditurescakered
Il. Methodology by the Interview survey.
A. Sample Families are interviewed using a rotational

Different approachescan be used to identify sampling procedure. Each monthw families begin
“poor” families. A poor family could be identified as the interviewingcycle,replacing old familieshat have
one in which a member participates in a governmentompletedtheir participation. Thénterview survey is
program, providing general income maintenance odesigned to replace 20 percent of the sangvery
specific assistance for footlpusing, or medical care. three months.

Another is to compare thdamily’'s income or
expenditures to somehreshold, below which they C. Reference period
would be considered poor. For this study, data from interviewscompleted

The former approach is choséor a number of betweenJanuary 1992nd March1994 are analyzed.
reasons. The CE datéase contains variables These interviews provid@ata for 1992 and 1993,
positively identifying families in many of these supplying a sufficient sample of qualifying families.
programs. The processing of income variables in th&xpenditures reportedverthe 1992-93 period do not
CE introduces limitations suclthat one cannot manifest significant shifts in spending behavibat
determineconclusivelythat afamily is below orabove  would render combining data from th&vo years
a povertythreshold. While it ispossible to create a suspect. While exceptions exist feome categories,
poverty line based on expenditures which avoitiss  overall expenditures increase léhan 3percent from
problem, neither a sample dfncome-poor” nor 1992 to 1993.

“expenditure-poor” families would necessarily include
all families receiving program assistance

The sample constructddr this study consists of

6,307 |n_terV|ews from qua_“fymg families. mm!ly *Expenditures for postage, housekeeping supplies, personal care
canqualify for the sample in threaays. The family products, and nonprescription drugs are not collected.




D. Variables population at large. Many of the families receiving
Demographic variables in the analysis includeassistance have working membarsd own a vehicle.
number of persons in thiamily, age, sex, race, and Families not receiving assistanown twice as many
education of thereference person, housing tenure,vehicles and have more than one earner.
number of children under 18&amily composition,
number of personsover 64, worker composition, Table 1. Selected family characteristics by receipt
number of earners, number ofvned vehicles, and of public assistance, 1992-1993
types of assistance received. These variables reflect the

characteristics of thdamily at the time of each Family
interview. Family receives

Expenditure variables in this analysdentify total receives no
expendituresfood, housing, apparel, transportatich, assistance assistance
health care, entertainment, apersonal insurance and
pensions. Expenditures for alcoholic beveragesAge of reference person 46.4 47.9
personal care, reading, educationtobacco, Number of:
miscellaneous expendituremd caskcontributions are Persons 3.0 2.4
combined into a category of all other expenses. Children under 18 1.3 0.6

Expenditure variables aggregatdl purchases Vehicles 1.0 2.1
made during the three-montkference period of the Earners 0.9 1.4
interview. They are multiplied by four for
annualization prior to computation of weighted means.Percent:

In this study, each interview is treated as an Female 58.9 32.4
independent observation.Each family in the CE Black 30.1 8.4
sample is assigned a population weight. Tésght Homeowner 29.4 67.7
can changefrom quarter to quartefor any family, Renter 67.1 30.0
depending on the characteristics of the families Husband/wife families 32.7 56.0
interviewed during that quarter. All means and Single parent, at least one
percent distributions are computed using these weights. child under 18 22.0 4.3

Single person 25.0 29.5
[ll. Statistical comparisons All other families 20.3 10.1

Means areoften inadequate for analysis ihat

large differences in expenditure leveigtween groups The ratio ofhomeowner taenterfor nonrecipient

hides variations in the allocation of the expenditurefamilies is the reverse ofthe ratio for recipient

dollar. Thus, mean expenditures hdeen converted families. Almost 60 percent of the families obtaining
to shares of total spending. T-statistics emteulated assistance ariemale-headed while three in 10 have a
to determine if the shares allocated to each category abdack reference person. About one-third of the families

significantly different. not receiving assistance have a female reference per-
son, whileover 90 percent dhereference persons are
A. Families receiving public assistance vs. white. Husband/wife families comprise just over one-
families not receiving public assistance third of those receiving assistance. Single person fam-

Tables land 3showthatfamilies receiving public ilies make up 25 percent, while single-parent families
assistance are different than families not receiving sucaccount foranother fifth. On the othdrand,husband/
assistance, both in demographic characteristics andife families comprise themajority of nonrecipient
expenditure patterns. Table shows that families  families. About 3 in 10are single person families,
receiving assistance are largerdhave more children while just five percent are single-parent families.
than families not receiving assistance. Tiederence Families carreceive one or more forms of public
person in recipient families isnly slightly younger, assistance. Table 2 shows no one combination
running counter to the perceptiorthat families dominates. The mostcommon combination is
receiving assistance are mugfounger than the Medicaid only. Food Stamps is a common component

of the next three most frequent combinations. No other

combination is received by motkan about 6 percent
2This variable does not include the principal portion of mortgage of the sample.

payments, considered a loan repayment, thus a reduction of liabilities.

*This variable contains the net outlay of a vehicle purchase, that is, the

amount paid after trade-in allowance and any cost paid by an employer.




Table 2. Percent distribution of types of assistance
received, 1992-1993

Medicaid only 14.6%
Welfare, Food Stamps, and Medicaid 11.0
Food Stamps and Medicaid 9.1
Food Stamps only 9.0
SSI and Medicaid 6.1
All other combinations 41.6

Table 3 revealsthat families receiving public
assistance spent $15,304 on averdgeng 1992-93,
just over onehalf of the $29,800 average for
nonrecipient families.

Table 3. Shares of average annual expenditures by
receipt of public assistance, 1992-1993

Family
Family receives
receives no

assistance assistance

Total expenditures $15,304 $29,800
Food** 22.4 15.3
Housing** 37.1 31.6
Apparel 5.0 4.9
Transportation** 15.3 19.3
Health care** 4.3 5.8
Entertainment** 4.1 5.4
Personal insurance and

pensions** 5.5 10.6

All other expenses** 6.4 7.2

**Share difference is significant at 99-percent level.

With the exception of apparel,the share
apportioned to each category by families receiving
assistance is significantly different from the share
apportioned by nonrecipient families.

B. Recipient families with working members

vs. recipient families with no working members

In Tables 4and 6, expenditure patterns and
demographic characteristics of families in which there
are no workingmembersare compared witliamilies
with one or more working members. To be considered
“working”, a family member must bever 15 years of
ageandhave been employed full-time part-time for
at least 27 weeks over the previous 12 months.

Each subgroup is limited to families with a
reference persomnder age 65. Families headed by
reference persons &nd over are found primarily in
the nonworking subgroup and unduly affect the
distribution of expenditures ofthat subgroup,
particularly for health care and housing.

Referring to Table 4, the average age of the
reference person dhe subgroups is almost identical.
Families in the workingsubgroup are largerthan
families in the nonworking groupet the number of
children is about the same in both subgroups.

Table 4. Selected family characteristics for families
with reference personunder 65 receiving public
assistance by presence of working members, 1992-
1993

One or
No more
working  working
members  members

Age of reference person 38.9 38.3
About three-fifths oftotal spending for recipient Number of:
families is allocated to food and housing. Persons 2.9 3.8
Transportation takes up the next largest shaabaiit Children under 18 1.5 1.6
15 percent of total spending. The shares of total Vehicles 0.5 1.6
spending apportioned to entertainment, apparel, healthEarners 0.3 1.7
care, andpersonal insuranceand pensions hover
between fourand five percent. All otherexpenses Percent:
combine to make up the remainder, just over 6 percent.Female 69.0 47.2
Housing and transportatioraccount for over 50  Black 39.7 23.7
percent of total spending among families not receiving Homeowner 151 35.2
assistance. Food isrelegated tothird place at 15 Renter 80.1 61.7
percent. Over 10 percent is directed to personalHusband/wife families 19.4 50.7
insurance angensions. Expenditure shares liealth Single parent, at least one
care, entertainment, and appalelver betweerfive child under 18 41.6 15.7
and six percent, whileall otherexpenses account for Single person 24.6 7.5
the final seven percent. All other families 14.5 26.0



By design of thesubgroupsthe average number of topsthe list. Thatcombinationranks fourth in the
earners is differenbbetweenthe subgroups. It is working subgroup. Medicaid only is received by the
noteworthythat somany of the families in the working largest portion of the working subgroup, reported by
subgroup have more than one eafher. over four times as many families as in the nonworking

A female reference person is found in almost 7Gsubgroup. Foodstampsand Medicaid and welfare,
percent of the families in the nonworkisgibgroup, other government housing suppdfgod Stamps and
compared to lesghan half in the workingsubgroup. Medicaid round out the top three among the
About 2 in 5 nonworking families have a black nonworking subgroup.Food Stampsand Medicaid is
reference person, dropping to about 1 in 4 amonglso the second most frequent combinat@nworking
working families. Renters predominate amongfamilies, while welfare, other government housing
nonworking families. While renting ialso themost  support,Food Stampsand Medicaid is seldom report-
common option among working familiesyer one- ed. In thissubgroup, Foodstamps only holdshird
third are homeowners. place, while it ranks fourth for nonworking families.

The prevalence of female-headed families is  The impact of additional earners can be seen in the
reflected inthe distribution offamily types in the disparity in total expenditurelsetweenthe subgroups
nonworking subgroup.Two in five families are made displayed in Table 6. Working families report total
up of a single parent with at leaste child under 18. expenditures over doubteat of nonworking families.
An additional 25 percent are single-person familiesThe allocation of the expenditure dollar varies
Lessthan 20percent contain a husbaaddwife. By  markedly for each subgroup as illustrated by the
contrast, over one-half ofthe working subgroup preponderance of statistically significant share
families are husband/wife.  Singleparent families  differences.
make up 1 in 6 families.

Table 6. Shares of average annual expenditures for

Table 5. Percent distribution of types of assistance families with reference personunder 65 receiving
received by families with reference personinder 65  public assistance by presence of working members,

by presence of working members, 1992-1993 1992-1993
One or One or
No more No more
working  working working working
members  members members  members
Welfare, Food Stamps, Total expenditures $10,771 $21,664
& Medicaid 18.8% 9.3%
Medicaid only 4.6 21.2 Food** 28.5 19.4
Food Stamps & Medicaid 8.3 11.2 Housing** 43.2 33.9
Food Stamps only 7.0 11.0 Apparel 5.6 5.1
Welfare, other gov't housing Transportation** 9.5 19.1
support, Food Stamps, & Health care** 2.1 3.4
Medicaid 7.5 2.0 Entertainment** 3.7 4.6
SSl only 2.5 7.5 Personal insurance and
SSI, Food Stamps, & pensions** 1.3 7.9
Medicaid 6.3 1.8 All other expenses 6.1 6.5
All other combinations 45.0 36.0

**Share difference is significant at 99-percent level.
Differences also appear in Table 5 amongntiost
frequent combinations of public assistance each The nonworking subgroup apportions over 70
subgroup collects. Ithe nonworking subgroup, the percent tofood and housingversus 53 percent by its
combination of welfareFood Stamps,and Medicaid  working counterpart. The working subgroup, on the
other hand, allocates more to transportation and
. , , L personal insuranceand pensions.  Transportation
An earners in the CE data base is not the same as the “working

member defined here. An “earner” is over 14 years old and has workec{nakes up twicethe share of total spending o_f the
any number of weeks, for pay, over the previous 12 months. working subgroup compared tdhe nonworking

subgroup. Vehicle purchases drive the disparity in




sharebetweenthe subgroups. Personal insurance andcontinuous, right-side variable in the equations. The

pensions command but one percent of the expendituresimber

of the nonworking subgroup, brank fourth at almost

of owned vehicles certainly affects
transportation expenditureand is described by a

eight percent for the working subgroup. The differencecontinuous variable in the regression.

in share can be explained almost entirelyplayroll
deductions for Social Securityand pension
contributions - outlays contingent on being employed.
While expenditure shares fapparel, health care,
entertainment, and all othezxpenses appeavery
similar, share differences for health care and
entertainment prove to be statistically significant.

C. Regression analysis of transportation
expenditures
Regression analysis is employed ascertain the

Four variables assefize impact of working mem-
bers. A continuous variable contains the number of
earners in théamily. A dummy variable denotes the
presence of working memberstime family. A code of
‘1" indicates no working members ithe family. An
interaction variable combining thidummy variable
with the total expenditures variable carriesadue of
total expenditures for families with no working
membersand O for families with working members.
The parameter estimatés this variableand thetotal
expenditures variable measure differences in the

relationship ofselected demographic variables with marginal propensity to consume transportation of the

expenditures fotransportation. OLS isthe technique

working family and nonworking family subgroups. A

chosen fotthe regression equation. Statistical tests areummy variable for age of reference person is added in

run on expenditure variables fotransportation and

casethe effects of having nonworkingmembers is

total expenditures to determine if data transformatiorreally an ageeffect, inthat nonworking members are

is appropriate. Regressions results fioyd, housing,
and apparel appear in the full paper.

1. Dependent variables
It was decided tdimit regression analysis tmod,
housing, transportation, and apparel ttasy represent
a significant part of total expenditures. Tdependent

often the retired elderly. Bode of'1’ for thisvariable
signifies the reference person is over 64.

Six dummy variables assess the effects of each type
of assistance families can obtain. What thenmy
variables signify subtly differ due tbewaythe data is
collectedand stored. For welfarel-ood Stamps, and
SSI, acode of'1’ indicates thefamily reported a dollar

variables represent the log of annualized quarterlamount. For Medicaid, eode of'l’ meanssomeone

expenditures for each item category.

2. Independent variables

in the family was enrolled in Medicaid. Residence in a
structureowned by a locahousing authority or other
public agency satisfiethe “true” conditionfor public

Most of the independent variables selected apply thousing. Acode of'l’ for other government housing
all four regression equations. An income variable is &upport signifies thdamily doesnot reside inpublic
natural choice for inclusion where a consumption housing, but receives a government housing subsidy.

expenditure is the dependent variable.Income
variables on the CE datmse suffer shortcomings, in
that no imputation islone for invalid nonresponse. A
total expenditures variable can bsed as a proxy for
income. It is reported foall families and represents
“permanent income”.

Potential exists for simultaneous equations bias in
this model as transportation makes up a sizable portios done

of total expenditures. However, this may not be a
concern as OLS is being used for the regression.

Independent
characteristics aredeveloped for the regression
analysis. These variables apmosited as dummy
variablesand follow the customary structure of being
coded ‘1’ if the condition is true and ‘0’ if it is not.

To account forthe effects ofmarriage, adummy
variable based on family composition assigrode of

Since education may affeekpenditures, dummy
variable representing educatitevel of the reference
person is crafted. Familieghose referenceerson is
not a high school graduate are coded ‘1'.

3. Data transformation
Beforeestimating the regression, statistical testing
to determine whether variables for
transportation andotal expenditures are amenable to
conversion to natural log form. With this

variables capturing demographidransformation, the parameters associated with the total

expenditure variableand the interactiovariable can
be interpreted as the incoretasticity ofthe working
and nonworking subgroups for transportation.

A Box-Cox transformation of the form,\y 1) /A,
is estimatedand suggested values far rangefrom -
0.125 to 0.1875. As these valum® allvery close to

‘1’ to any husband-wife family. All other families are 0, it is deemed appropriate to transform expenditures

coded ‘0’.The number of children under 18liisely to
have an impact on expenditurasd isincluded as a

from y to log(y) in the regression.



4. Results for the transportation regression

inferred that families receiving Food Stamps or

Total transportation proves to be income elastic foresiding in public housingre expected to spend about

both the workingand nonworking subgroupsLogged
total expenditures indicates the workisgbgroup has
an income elasticity of 1.08 fdransportation, which
increases to 1.27 for the nonworking subgroup.
From the parameter estimafer the working
member variable, itan be inferred thaamilies with
no working memberarelikely to spendmuch less on
transportationthan families with working members.
Families with working members/ould require some
mode of transportation to commute to work. The
negative sigrand magnitude of theoefficient for the
age variable bear out the expectattbat theelderly
spend a smaller share on transportationthey are
more likely to hold on to a vehicle longand make

transportation than families not

9 percentand 12 percent more respectively on
receiving such
assistance. Families receiving welfare incaemd to
be poorerand allocate a relatively smalshare to

transportation. As theincomes increase and they can

afford to allocate relatively more to transportatitirey
also become ineligible for continued welfare assistance.
Eligibility for Food Stampsand public housing may
not be lessaffected byrising income, so families can
maintain these benefits, even atheir increased
incomes allowthem to purchase more transportation.
The R for this model is a very respectable .5709.

Table 7. Parameter estimates for regression on

more infrequent purchases of a replacement vehicléransportation expenditures for families receiving

Replacement vehicleare morelikely to be smaller
since the average size of elderly families is smaller.
The number ofvehicles is positively correlated
with transportation expenditures as anticipated. Eac
additional vehiclewould lead to an expected increase

of 32 percent in transportation spending. The numbeFamily has no working members

of children,however, is negatively correlated with an

expected decline of about 5 percent with eactiNumber of vehicles

additional child.

Three of the six variablefor public assistance
yield significant results. Thevelfare variable behaves
as anticipated, as the sigfor the coefficient is
negative.  Families receiving welfare income are

public assistance, 1992-1993

Intercept **-3.573
fiotal expenditures (log) **1.079
Total expenditures X no working members **0.191

**.2.008
Number of children under 18 **-0.048

**0.324
Reference person is over 64 years old **.0.243
Family receives welfare **.0.129
Family receives Food Stamps *0.082
Family resides in public housing *0.116

expected to spend about 14 percent less o
transportationthan families not receivingwelfare.
Food Stamps and public housing both display
significant positivecoefficients, fromwhich it can be
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