Structural and Cyclical Trends
in the Supplemental Nutrition
Assistance Program

By Kelly D. Edmiston

articipation in the Supplemental Nutrition Assistance Program
P(SNAP), formerly known as the Food Stamp Program, has in-

creased sharply over the past 20 years. Average monthly par-
ticipation grew from 17.3 million people in 2001 to a peak of 47.6
million people in 2013. Although participation declined somewhat as
the economy recovered from the Great Recession—dropping to 41.7
million people in November 2017—this decline failed to offset the pro-
gram’s rapid growth over the past 10 years. SNAP participation remains
well above its pre-recession level of 25.9 million people, suggesting lon-
ger-term structural forces may be driving its trend.

Understanding the forces driving SNAP participation is important
for several reasons. First, SNAP is an important safety net during eco-
nomic downturns, as it allows unemployed individuals and others with
reduced incomes to continue to purchase food. Second, SNAP is also a
critical component of the package of public assistance programs available
to support low-income individuals and families. Third, because eligibil-
ity for SNAP is almost exclusively based on income, SNAP participation
is often considered an “automatic stabilizer,” rising when economic con-
ditions deteriorate and falling when the economy is growing. But con-
tinued high levels of SNAP participation far into the recovery from the
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Great Recession suggest its efficacy as an automatic stabilizer may have
changed, further motivating an analysis of its underlying forces.

In this article, I investigate the forces driving long-term patterns
in SNAP participation as well as its cyclical variation. I find that three
structural factors—legislative and programmatic changes, poverty, and
a rising share of the working population not in the labor force—have
made the largest contributions to SNAP participation. However, I also
find that cyclical factors played a relatively large role in driving partici-
pation during the Great Recession. Together, the structural and cyclical
factors I examine explain over 63 percent of the observed pattern in
SNAP participation.

Section I reviews the SNAP program, including factors that deter-
mine eligibility and benefit levels, and discusses the rate of growth in
the program. Section II discusses multiple factors that determine SNAP
participation. Section III analyzes the relative contribution of these fac-
tors in a statistical framework.

I. SNAP Eligibility, Benefits, and Growth

Although SNAP is part of an extensive set of federal food and nu-
trition programs, it is unique in both size and structure. First, SNAP
is the largest nutrition assistance program, exceeding other nutrition
programs in both participation and cost. In 2017, a monthly average
of 42.1 million people—12.9 percent of the resident population—re-
ceived SNAP benefits at a cost of $68 billion.! By comparison, the next
largest program, the National School Lunch Program, served 30 mil-
lion students—roughly 44 percent of the school-age population—and
cost $12.2 billion (U.S. Department of Agriculture [USDA] Food and
Nutrition Service 2018a, 2018b).? Second, eligibility for SNAP is based
on income and asset limits, and, unlike most other public assistance
programs, has no nonpecuniary requirements, such as the presence of
children in the household. Under federal rules, eligibility for SNAP
benefits requires households to meet specific criteria, although there are
comparatively few of them. Typically, households must fall below cer-
tain gross income limits, net income limits, and asset limits (see box).

SNAP benefits are intended to fill the gap between a needs stan-
dard and cash resources available to purchase food. Benefits are tied to
the USDA’s Thrifty Food Plan, which is designed to provide adequate
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Box

SNAP Eligibility

SNAP eligibility depends on gross income, net income—
gross income less certain deductions—and assets. To qualify
for SNAP benefits, a household’s gross monthly income can-
not exceed 130 percent of the poverty guideline, and its net
monthly income cannot exceed 100 percent of the poverty
guideline, which is determined by family size. As of 2017, a
household’s gross monthly income cannot exceed $1,307 for
a one-person household and $2,212 for a three-person house-
hold. In addition, a household’s net income cannot exceed
$1,005 monthly for an individual and $1,702 monthly for a
three-person household.

In calculating net income, households can deduct 20 per-
cent of earned income, excess shelter costs (amount of rent
or payment over half of household income), a standard de-
duction determined by the size of the household, and several
other, specific items such as dependent care and medical care
from their gross income. Net income is pre-tax cash income
and therefore does not include in-kind assistance such as
housing, which could be substantial, or tax credits such as the
Earned Income Tax Credit.

In addition to income limitations, households must fall
below certain asset thresholds. Generally, households may
have only $2,250 or less in countable resources ($3,250 if
age 60 or older). However, many resources are exempt. Not
included in the asset calculation are homes, the resources of
those on Supplemental Security Income (SSI), the resources
of those who receive Temporary Assistance for Needy Families
(TANF), and most retirement and pension plans. In addition,
SNAP has a standard auto exemption of $4,650, but 42 states
exempt larger amounts, and 39 of these states exempt the en-
tire value of vehicles. Regardless of the size of the exemption,
exempted articles such as vehicles are subject to federal restric-
tions on how they are used.
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nutrition at minimum cost (USDA Center for Nutrition Policy and
Promotion 2018). Those with no income receive the maximum benefit.
Those with income have their benefits reduced by 30 percent of their
net income (as measured for SNAP eligibility). For example, the maxi-
mum benefit for a three-person household with no income in 2018 is
$504 per month. If the household were to receive $1,000 monthly in
net income, its SNAP benefit would fall to $504 — 0.3($1,000) = $204
per month.

SNAP participation was relatively stable until 2001 but has since
climbed significantly higher. Chart 1 shows overall participation in
SNAP from 1975 to 2017.° From 1975 to 2001, SNAP participation
increased, on average, by 14,000 per month. But starting in 2001, par-
ticipation increased by an average rate of 184,000 per month. The rate
of increase accelerated during the Great Recession and early recovery.

While most of the increase in SNAP participation can be attrib-
uted to increased eligibility, a smaller, but significant amount of the
increase can also be attributed to a higher take-up rate—that is, a higher
share of eligible individuals and households participating in the pro-
gram (Ganong and Liebman 2013). The apparent “break” in SNAP
participation’s long-term pattern in 2001 is due in part to the imple-
mentation of policies that eased access to SNAP. Once these policies
took effect, the take-up rate increased from about 54 percent of eligible
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households in 2001 to about 69 percent in 2006 (Eslami, Leftin, and
Strayer 2012). Overall, the increase in the take-up rate contributed 15
percentage points to the 46 percent increase in participation over that
period, roughly one-third of the total increase. But two-thirds of that
increase remains unexplained, potentially driven by both structural and
cyclical factors.

II. Factors Affecting SNAP Participation
If SNAP-related legislation, program rules, eligibility, and the dis-

tribution of income were fixed—and the economy experienced no cy-
clical fluctuations—SNAP participation would be expected to follow a
consistent long-term trend as some fraction of the population. But of
course, all of these factors have changed over time: the distribution of
income has changed, SNAP has undergone a series of significant legisla-
tive and programmatic changes, and the labor market has experienced
structural change—specifically, in labor force participation. Moreover,
the economy has expanded and contracted over time, with an especially
deep recession in 2007-09. Each of these factors could credibly affect
SNAP participation.

The limited prior research on this topic points to several of these
factors as explanations for SNAP participation. Ganong and Liebman
(2013) use family-level data from the Survey of Income and Program
Participation (SIPP) and county-level data to show that local unem-
ployment can explain roughly two-thirds of the increase in SNAP en-
rollment from 2007 to 2011 (see also Hanson and Oliveira 2012). They
find relaxed income and asset thresholds and temporary changes in pro-
gram rules for childless adults explain another 18 percent (see also Mul-
ligan 2012). In addition, they find welfare reform significantly reduced
SNAP take-up rates, while mid-2000s policies designed to ease access
to SNAP increased them.

Rutledge and Wu (2014) use administrative data and the SIPP in
a study of both SNAP and SSI. The authors argue that the continued
expansion of both SNAP and SSI participation following the Great Re-
cession—even as unemployment fell—resulted from a persistent poverty
rate and an increased share of the population reporting poor or fair health.

I extend previous research in several ways. First, I examine a much
longer time series for SNAP analyzing the data from July 1974 to
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December 2016. Ganong and Liebman (2013), by comparison, evaluate
the welfare reform era, the “Bush era” of 2001-07, and the Great Reces-
sion era separately. Second, I look at a much wider set of legislative and
programmatic changes to SNAP. Third, I treat short-term and long-term
unemployment as separate phenomena and consider other structural
changes in the labor market as well. To identify the most significant fac-
tors affecting SNAP participation, I consider a variety of factors that may
affect the long-term trend in SNAP participation or its cyclical variation.

Population

One likely reason why SNAP participation has increased over time
is that the resident population has increased substantially—by 63 per-
cent since 1969. The raw correlation between population and SNAP
participation is 0.82. When adjusted for population, annual growth
in SNAP from 1974 to 2016 declines from 3.1 percent to 2.1 percent.

People in poverty

The income test for qualifying for SNAP benefits is income rela-
tive to the poverty threshold. Specifically, households must have gross
incomes less than 130 percent of the poverty threshold and net incomes
(gross income less a number of deductions) less than 100 percent of the
poverty threshold.

The poverty threshold is a needs-based measure derived from the
cost of a minimum food diet multiplied by 3. In 2017, the poverty
threshold was $19,749 for a household of three with two related chil-
dren under 18. The poverty threshold changes over time and moves
closely with the Consumer Price Index (CPI), of which food cost is a
significant component. Adjusting for changes in the CPI, the poverty
threshold has remained around $19,730 (in 2017 dollars) since 1986,
except for a $20 bump up in 2016.

While the poverty threshold has been relatively stable, rates of pov-
erty change over time. Poverty rates are partly cyclical, but structural
factors, including some policies, drive the long-term trend in poverty.
What is most important for my analysis is the number of people who
are in poverty, which would be expected to be a primary driver of SNAP
participation. The number of people in poverty rose sharply during the
Great Recession and stayed historically high through 2014, when it
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peaked at 46.7 million (Chart 2). Over time, the number of people in
poverty has increased at an annual rate of 1.3 percent per year. In 2016,

40.6 million people were in households below the poverty threshold.

Labor force nonparticipation

Labor force nonparticipation is another important driver of SNAP
participation. Excepting transfers, most income earned by households
in lower-income quantiles is from labor.* Thus, a change in the number
of workers in the labor force could lead to a change in SNAP participa-
tion. A changing number of workers may be due to structural changes,
such as an aging workforce, or cyclical changes, such as a recession that
leads to layoffs. To account for structural changes in the labor force,
I examine the number of individuals who are considered “not in the
labor force” (NILF)—that is, those who are not employed and not cur-
rently looking for work.?

Accounting for these people is important, as many of them are
eligible for SNAP. For example, most retirees who rely on Social Se-
curity benefits for all or nearly all of their income would qualify for
SNAP on a gross income basis.® Others who are NILF have a disabil-
ity or other situation that prevents them from working. Among adults
age 21-64, about 59 percent of those with a disability do not work,
compared with 21 percent of those without a disability (U.S. Census
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Bureau 2012). Most of those with qualifying disabilities who do not
work receive income through the Social Security Disability Insurance
or SSI programs—but for some, this income is sufficiently low to also
qualify for SNAP benefits. Moreover, SSI is not included in SNAP cal-
culations (Social Security Administration 2017). Finally, some people
who are out of the labor force would like a job but are technically unat-
tached to the labor force because they have not looked for work in the
past month. Many of those out of work for long periods likely have
exhausted financial resources and may qualify for SNAP.

In October 2017, the labor force nonparticipation rate (NILFR)
was 37.3 percent, significantly higher than the NILFR of 33.8 per-
cent in 2007, just prior to the Great Recession. The rise in labor force
nonparticipation was much faster than its long-term trend would pre-
dict, with cyclical factors accounting for 50 percent of the increase (Van
Zandweghe 2012).7 Still, the cyclical component of NILF is usually
relatively small in magnitude. As a result, I focus on the structural com-
ponent of labor force nonparticipation, which is based on its long-term
trend as estimated by Van Zandweghe.

Legislative and programmatic changes

SNAP has undergone various legislative and programmatic changes
since its inception, each of which has the potential to affect participa-
tion. Chart 3 shows a detailed outline of legislative and programmatic
changes to SNAP from 1974 to 2016. The trend in SNAP participation
is consistent with the developments in legislation, rules, and regulations.

At the beginning of the original Food Stamp Program (FSP), par-
ticipation was modest.® In April 1965, approximately half a million
people participated. As more states adopted the program, participation
gradually expanded. The 1973 Agriculture and Consumer Protection
Act required all states to have the FSP in place by 1975. By July 1974,
all states had complied—and by October 1974, participation had in-
creased to 15 million.

In 1977, Congress passed the Food Stamp Act of 1977. The most
significant aspect of the Food Stamp Act was the elimination of the
“purchase requirement” from the FSP, which required recipients to, in
some sense, pay for their food stamps. An example from a New York
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Chart 3
Legislative and Programmatic Changes to SNAP
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Times article at the time considered a family of four earning $300 per
month (Hicks 1977). The family might set aside 30 percent of their
income, or $90, to purchase food. It would give the government $90
for $106 in food stamps. Those in favor of eliminating the purchase
requirement argued that some recipients might be too poor to pay for
food stamps. But others were concerned that without the purchase re-
quirement, the FSP might incur more fraud or that the program would
be viewed (rightly or wrongly) as a traditional “welfare” program. The
purchase requirement was eliminated effective January 1, 1979, and
participation in the FSP increased immediately and significantly.

The next significant piece of legislation that led to increased par-
ticipation was the Mickey Leland Memorial Domestic Hunger Relief
Act of 1990 (the Leland Act). Among the Leland Act’s most substantial
provisions was an increase in the average SNAP benefit (USDA 1990).
In addition, the Leland Act offered additional education and training
opportunities and expanded FSP eligibility by adding asset exclusions,
such as vehicles, as well as exclusions in the determination of net income.
Although the economy entered a recession in 1990 followed by an ane-
mic job recovery, the increase in FSP participation over the period was
larger than the economic cycle alone would predict (Wiseman 2002).



68 FEDERAL RESERVE BANK OF KANSAS CITY

Unlike most of the previous legislative changes to the FSP, the
1996 Personal Responsibility and Work Opportunity Reconciliation
Act (more commonly known as “welfare reform”) significantly reduced
participation in the program. Among the most substantial provisions
the Act introduced was a 36-month time limit for able-bodied adults
without dependents and a freeze of the standard deduction (used to
determine net income), vehicle limits, and maximum benefit. FSP par-
ticipation fell from 26.3 million residents in 1995 to 22 million in
1997 to 17.1 million by 2000.

Finally, the American Recovery and Reinvestment Act (ARRA),
commonly known as the “stimulus bill,” was passed in 2009 in an ef-
fort to jump-start the struggling economy during the depths of the
Great Recession. ARRA provided for a temporary increase in SNAP
benefits from April 2009 until November 2013. The average benefit,
adjusted for inflation, increased from $116.34 per recipient per month
in 2008 to $143.17 in 2009 to $150.40 in 2010. Inflation-adjusted
average benefit fell to $129.44 in 2013 as the temporary fiscal stimulus
was unwound. Average monthly participation also increased from 28.2
million in 2008 to 33.5 million in 2009. By 2013, average monthly
participation had reached 47.6 million. Because the ARRA was a tem-
porary, direct response to a recession, I treat it as a cyclical factor in the
analysis, separate from the other legislative and programmatic changes,
which are structural.

Unemployment

As SNAP is a social safety net, participation would be expected
to rise when unemployment rises. Likewise, SNAP participation
would be expected to fall when unemployment declines. For the
most part, this is the observed relationship, particularly during re-
cessions—though in general, SNAP participation does not peak un-
til months after the unemployment rate peaks. Chart 4 shows that
this lagged relationship holds in expansions as well: although the
unemployment rate began to fall in October 2009, SNAP participa-
tion did not begin to tick down until October 2012.

One explanation for this lag is that it takes time for unemployed
people to exhaust their financial resources, including unemploy-
ment compensation and personal savings, before they qualify for or
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Chart 4
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enroll in SNAP. As a result, the long-term component of the unem-
ployment rate may be more closely tied to SNAP participation than
the short-term component of the unemployment rate.

The U.S. Bureau of Labor Statistics uses six months as a yard-
stick for long-term unemployment. I express the long-term compo-
nent of the unemployment rate as a long-term unemployment rate
(that is, the number of people unemployed for more than six months
as a share of the total labor force). Similarly, I express the short-
term component as a short-term unemployment rate (the number of
people unemployed for six months or less as a share of the total labor
force). The headline unemployment rate, known as U3, is the sum
of the long-term unemployment rate and the short-term unemploy-
ment rate.

Chart 5 shows that while the short-term and long-term unem-
ployment rates move with the business cycle, long-term unemploy-
ment typically peaks after short-term unemployment. In addition,
during the Great Recession, the long-term unemployment rate in-
creased proportionally more than short-term unemployment rates.
Specifically, the long-term unemployment rate tripled, while the
short-term unemployment rate did not quite double. After the reces-
sion, long-term unemployment continued to expand through 2010
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Chart 5
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while short-term unemployment declined. Long-term unemploy-
ment did not decline appreciably until late 2011. Earlier recessions
show similar patterns. In the subsequent analysis, I consider the
short-term and long-term unemployment rates separately.’

ITII. Relative Contribution of Factors to SNAP
Participation Rates

To better understand the relative contributions of explanatory fac-
tors to the observed pattern in SNAP participation over time, I incor-
porate the factors from the previous section into a regression frame-
work that relates each of them to SNAP participation. Table 1 provides
summary statistics for each of the factors.

The dependent variable in the regression is the percentage change
in the number of residents enrolled in SNAP, while the independent
variables are the percentage changes in the factors. The regression is
estimated in natural logarithms. The difference in logs can be inter-
preted as the percentage change in a variable over the course of a year."

I use estimates of the structural component of labor force nonpar-
ticipation based on research by Van Zandweghe (2012). Because my
analysis already accounts for unemployed individuals, I focus on those
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Table 1

Summary Statistics for Regression Variables
Variable Mean Standard deviation
SNAP participation (millions) 25.7 9.6
Number in poverty (millions) 35.6 62
Labor force nonparticipation: structural component (millions) 34.99 1.59
Short-term unemployment (millions) 6.60 1.04
Long-term unemployment (millions) 1.80 1.43
Leland Act 0.614 0.487
Food Stamp Act of 1977 (purchase requirement eliminated) 0.894 0.308
Welfare reform 0.482 0.500
ARRA 0.108 0.310
Exhibit: unemployment rate (percent) 6.45 1.57

who are NILE The structural component of NILF is 1 minus the trend
labor force participation rate from Van Zandweghe. The cyclical com-
ponent, which is typically very small (zero, on average), is not used in
the regression.

In addition, I include the legislative and programmatic changes to
SNAP as binary variables that take a value of 0 prior to the legislation
and a value of 1 after it. The binary ARRA variable takes a value of “1”
only from May 2009 to November 2013, when the temporary increase
in benefits was in effect.

R€g7€55i07l results

Because the model—excepting the legislation factors—was esti-
mated in logs, the coefficients are elasticities, meaning they show the
percent change in SNAP participation associated with a one percent
change in each factor. Results from the regression show that most of the
factors are statistically significant (Table 2)."

The coefficient on the number of people in poverty is positive
and relatively large in magnitude. The result suggests that a 10 per-
cent increase in the number of people in poverty is associated with
8.8 percent higher SNAP participation. In 2016, 46.2 million people
were in poverty, while 44.4 million people participated in SNAP (in
March)." The results suggest that had 50.8 million people been in
poverty (46.2[1.10]), 48.3 million would have participated in SNAP
(44.4[1.088]).



72 FEDERAL RESERVE BANK OF KANSAS CITY

Table 2
Regression Results

Parameter estimate
Variable (standard error)
Intercept ~2.040"
ereep (0.761)
People in T 0.877*
eople in poverty (0.078)
Labor force nonparticipation: structural component 1710
abor force nonparticipation: structural compone (0.328)
Food Stamp Act of 1977 0.0008
(purchase requirement eliminated) (0.009)
0.024**
Leland Act (0.009)
—-0.039**
Welfare reform (0.0008)
RR 0.046**
A (0.009)
Short-term unemployment ~0.041
(0.026)
Long-term loyment 0.076*
ong-term unemployme (0.010)
Population ~2.004*
P (0.077)
Adjusted R? (transformed regression) 0.637

** Statistically significant at the 99 percent confidence level
* Statistically significant at the 95 percent confidence level

Note: The dependent variable is the 12-month difference in the natural log of SNAP participation in millions.

The coeflicient on labor force nonparticipation suggests that
a larger share of the population outside of the labor force is associ-
ated with greater participation in SNAP. The estimated coefhicient is
substantial in magnitude at 1.71, meaning that a 10 percent increase in
labor force nonparticipation would be associated with a 17.1 percent
higher SNAP participation.

To put this value in perspective, consider that the NILFR was 37.3
percent in November 2017, and the trend NILFR was 37.6 percent.
SNAP participation in November 2017, the latest month for which data
are available, was 41.7 million. If the NILFR had remained at its pre-
recession low of 33.6 percent (33.9 percent considering only the struc-
tural component), my results suggest the number of SNAP participants
would have been much lower at 33.9 million (41_7[1_1.71(%_1)})



ECONOMIC REVIEW * FIRST QUARTER 2018 73

The coeflicients for legislative changes denote the percentage
change in SNAP participation associated with the legislation. The co-
efficient on the purchase requirement is statistically insignificant. The
coeflicient for the Leland Act is 0.024, meaning that, on average, the
percentage change in SNAP participation was 0.024 percentage point
higher after the Leland Act was passed. In other words, the results sug-
gest the Leland Act may account for 1 million of the current 41.7 mil-
lion SNAP participants. The negative coefficient on the welfare reform
act indicates that welfare reform reduced the rate of change in SNAP
participation by 0.039 percentage point. This result suggests that with-
out welfare reform, an additional 1.6 million people might be partici-
pating in SNAP today. Finally, the parameter estimate for the ARRA is
0.046, meaning that, on average, the percentage change in SNAP par-
ticipation was 0.046 percentage point higher when the ARRA SNAP
provisions were in effect. From May 2009, when the ARRA first came
into effect, until May 2010, SNAP participation rose from 33.5 mil-
lion to 40.4 million, a 20 percent change. The results suggest that had

the ARRA not been implemented, the change might have been 16 per-

40.4
cent ([% - 1:' ~0.046=0. 16) instead—in other words, the level of SNAP

participation in 2010 might have been only 38.9 million.

The regression results confirm that long-term unemployment is
associated with SNAP participation, but short-term unemployment is
statistically unrelated to SNAP participation. The estimates suggest that
a 10 percent increase in the long-term unemployment rate is associated
with 0.8 percent higher SNAP participation [10(0.076)]. Given the
current SNAP participation level, this percentage change amounts to
about 334,000 additional SNAP participants.

Surprisingly, the coeflicient on population is negative. Regression
models are interpreted as partial effects, so the coefficient on popu-
lation can be interpreted as the correlation between population and
SNAP participation while holding other factors fixed. More specifically,
the regression can be interpreted as the correlation between SNAP par-
ticipation and an increase in the population that is in the labor force,
employed, and not in poverty. In theory, the population coeffi-
cient might be expected to be zero, or not statistically different from
zero. Although the statistically significant negative value has no clear
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economic interpretation, it likely reflects correlation among variables
in the model and the inclusion of variables that are mostly positively
associated with SNAP participation.

Relative contributions

The results from the regression analysis can be used to calculate the
relative contributions of each factor to SNAP participation. Chart 6
shows the estimated drivers of the change in SNAP participation from
month to month, calculated by multiplying the estimated coefficient on
each variable (listed in Table 2) by the annual change in each variable.

As an example, consider the contribution of labor force nonpartici-
pation. Labor force nonparticipation increased by 0.91 percent from
December 2015 to December 2016. The estimated coeflicient from
Table 2 is 1.710. Together, these values suggest labor force nonpartici-
pation contributed 1.56 percent to the change in SNAP participation
(1.710[0.0091]=0.0156).

As an additional example, consider growth in the number of people
in poverty. The number of people in poverty grew from 43.123 mil-
lion in December 2015 to 46.247 million in December 2016, a 7.2

percent increase ([igzg —1]: 0.072j. This change was associated with

a 6.3 percent change in SNAP participation (0.8767([7.2]), or an addi-
tional 2.9 million participants (45.415[0.063]=2.9). Interestingly, total
SNAP participation declined from 45.4 million people to 43.2 million
people in December 2015-16. The results suggest that had the number
of people in poverty not increased over this period, SNAP participation
might have fallen further to 40.3 million people instead.

Overall, Chart 6 reveals that structural factors explain most of
the variation in SNAP participation over time. However, during re-
cessions (highlighted in gray bars) and early recoveries, cyclical factors
become significant contributors. The results for the cyclical factors are
largely consistent with SNAP’s reputation as an automatic stabilizer.
Cyclical factors added to SNAP participation during recessions and
early in recoveries, but tended to depress SNAP counts later in recover-
ies. Still, the Great Recession was a notable exception. Unlike in other
recessions, cyclical factors contributed to increased SNAP participation
years into the recovery from the Great Recession. SNAP participation
has only recently begun to drop.
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Chart 6

Structural and Cyclical Breakdown of SNAP Participation
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Sources: Author’s calculations and NBER.

IV. Conclusion

Participation in SNAP has increased dramatically over time due to
numerous factors. | examine multiple structural and cyclical factors to
explain why and how they may have affected SNAP participation over
time. Results from a regression analysis suggest the number of people
in poverty, the number of people out of the labor force, and a variety of
legislative and programmatic changes to SNAP are associated with in-
creased participation in SNAP. In contrast, welfare reform in the mid-
1990s is associated with reduced participation in SNAP.

A consideration of the factors’ relative contributions to SNAP par-
ticipation shows that the dominant factors explaining SNAP participa-
tion over time are largely structural. But cyclical factors were much
more prominent during the Great Recession than in other recessions
and recoveries.

Opverall, the results suggest the growing trend in SNAP participa-
tion is unlikely to unwind. Ongoing demographic changes—particu-
larly the aging of baby boomers into retirement—will likely continue,
although immigration could mitigate this demographic effect. These
demographic changes will affect labor force nonparticipation. Absent
a major structural change in the economy or policy initiatives, the
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number of people in poverty is likely to grow as well. Given demo-
graphic changes and the number of people living in poverty, the results
in this article suggest that SNAP participation is likely to remain sig-
nificantly higher than its pre-2001 level in the future.
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Endnotes

'Annual data are for fiscal years unless otherwise noted.

*I estimate the school-age population using data from the American Com-
munity Survey, U.S. Census Bureau.

3While publicly accessible SNAP data begin with January 1969, when states
first implemented food stamp programs in earnest, states were not required to have
food stamp programs until January 1975. They had all complied by mid-1974.

“The labor share of income was 56 percent in 2014 (Armenter 2015). The
lowest-income people (bottom income quintile) derive a significant portion of their
income from transfers (60.4 percent), but the remainder is largely labor income
(38.6 percent) (see Rodriguez and others 2002, especially Table 6). Moderate- and
middle-income people (second and third quintiles) derive the bulk of their income
from labor (62.4 percent and 77.2 percent, respectively), but receive a significant
portion from transfers as well (31.4 percent and 15.3 percent, respectively).

SFrom the mid-1960s until the late 1990s, the NILF rate trended down as
baby boomers and women increasingly entered the workforce. The long-term
trend leveled off before starting to rise as baby boomers reached retirement and
life expectancies increased. Increased life expectancies increase NILE, because
participation falls as workers age. In addition, rising school enrollments have in-
creased the labor force nonparticipation rate of younger workers (see also Aaron-
son and others 20006).

SFor 22 percent of retirees 65 and older, Social Security benefits account for
more than 90 percent of their total income (Joint Economic Committee 2016;
Social Security Administration 2016).

"Before the 2007 recession, the labor force participation rate (LFPR) was
only weakly pro-cyclical compared with its long-term trend (it was modestly
higher during booms and modestly lower during recessions). After 2009, the cy-
clicality strengthened, meaning the LFPR became significantly more sensitive to
economic conditions. In recent years, the relationship between cyclical factors
and the observed LFPR has weakened, but it has far from disappeared. One fac-
tor in the stronger tie between the LEPR and the business cycle is an increase in
worker flows from employment to nonparticipation (Van Zandweghe 2012).

$Details are available at https://www.fns.usda.gov/snap/short-history-snap.
The Food Stamp Program was renamed the Supplemental Nutrition Assistance
Program in the 2008 Farm Bill.

"The later peak of long-term unemployment compared with short-term
unemployment reflects faster transitions out of unemployment for the short-
term unemployed relative to the long-term unemployed. Krueger, Cramer, and
Cho (2014) find the matching of skills to relevant jobs is weaker for the long-
term unemployed than the short-term unemployed. Ghayad (2014) finds that
workers who report longer stretches of unemployment are less likely to receive
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an interview request, regardless of experience. In addition, long-term unemploy-
ment may carry a stigma related to the perception of poor worker quality (Biewen
and Steffes 2010; Kroft, Lange, and Notowidigdo 2013).

“The percentage change is an approximation of the log difference. Log dif-
ferences and percentage changes vary little for small changes.

"The regression was estimated using generalized least squares (commonly
known as GLS). Ordinary least squares (OLS) estimation yielded biased standard
errors due to serial correlation. The Durbin-Watson statistic for the OLS estima-
tion was 0.180, indicating significant positive serial correlation.

?The annual poverty rate and number in poverty is calculated using data
from March of each year.



ECONOMIC REVIEW * FIRST QUARTER 2018 79

References

Aaronson, Daniel, Kyung-Hong Park, and Daniel Sullivan. 2006. “The Decline
in Teen Labor Force Participation.” Federal Reserve Bank of Chicago, Eco-
nomic Perspectives, second quarter, pp. 28-51.

Armenter, Roc. 2015. “A Bit of a Miracle No More: The Decline of the Labor
Share.” Federal Reserve Bank of Philadelphia, Business Review, third quarter,
pp- 1-9.

Biewen, Martin, and Susanne Steffes. 2010. “Unemployment Persistence: Is there
Evidence for Stigma Effects?” Economics Letters, vol. 106, no. 3, pp. 188-190.
Available at hteps://doi.org/10.1016/j.econlet.2009.11.016

Eslami, Esa, Joshua Leftin, and Mark Strayer. 2012. “Supplemental Nutrition
Assistance Program Participation Rates: Fiscal Year 2010 (Summary).” Math-
ematica Policy Research Reports.

Ganong, Peter, and Jeffrey B. Libman. 2013. “The Decline, Rebound, and Fur-
ther Rise in SNAP Enrollment: Disentangling Business Cycle Fluctuations
and Policy Changes.” NBER Working Paper no. 19363, August.

Ghayad, Rand. 2014. “The Jobless Trap.” Northeastern University working paper.

Hanson, Kenneth, and Victor J. Oliveira. 2012. “How Economic Conditions
Affect Participation in USDA Nutrition Assistance Programs.” USDA Eco-
nomic Research Service, Economic Information Bulletin, no. 100, September.

Hicks, Nancy. 1977. “Carter Asks End to Requirement That Poor Pay for Food
Stamps.” The New York Times, April 6, p. Al.

Joint Economic Committee (JEC), United States Congress. 2016. “Social Se-
curity and Retirement Savings in the United States,” August. Available at
https://www.jec.senate.gov/public/_cache/files/0f433655-7d45-4313-aa50-
f4b7864d2a20/social-security-and-retirement-savings-in-the-united-states-
final.pdf

Kroft, Kory, Fabian Lange, and Matthew J. Notowidigdo. 2013. “Duration De-
pendence and Labor Market Conditions: Evidence from a Field Experiment.”
Quarterly Journal of Economics, vol. 128, no. 3, pp. 1123-1167. Available at
hteps://doi.org/10.1093/qgje/qjt015

Krueger, Alan B., Judd Cramer, and David Cho. 2014. “Are the Long-Term Un-
employed on the Margins of the Labor Market?” Brookings Papers on Eco-
nomic Activity, Spring, pp. 229-280. Available at https://doi.org/10.1353/
eca.2014.0004

Lennon, Mary Clare, Lauren D. Applebaum, J. Lawrence Aber, and Katherine
McCaskie. 2003. “Circumstances Dictate Public Views of Government As-
sistance.” Public Attitudes Toward Low-Income Families and Children: Research
Report No. 1. National Center for Children in Poverty, Mailman School of
Public Health, Columbia University, October.

Mulligan, Casey B. 2012. The Redistribution Recession: How Labor Market Distor-
tions Contracted the Economy. Oxford, UK: Oxford University Press. Available
at https://doi.org/10.1093/acprof:0s0/9780199942213.001.0001

Owyang, Michael T., and Hannah G. Shell. 2016. “Measuring Trends in Income
Inequality.” Federal Reserve Bank of St. Louis, The Regional Economist, April.



80 FEDERAL RESERVE BANK OF KANSAS CITY

Pissarides, Christopher A. 1992. “Loss of Skill During Unemployment and the
Persistence of Employment Shocks.” Quarterly Journal of Economics, vol. 107,
no. 4, pp. 1371-1391.

Ramsey, Rebecca, Katrina Giskes, Gavin Turrell, and Danielle Gallegos. 2012.
“Food Insecurity Among Adults Residing in Disadvantaged Urban Ar-
eas: Potential Health and Dietary Consequences.” Public Health Nutri-
tion, vol. 15, no. 2, pp. 227-237. Available at https://doi.org/10.1017/
S1368980011001996

Rodriguez, Santiago Budria, Javier Diaz-Giminez, Vincenzo Quadrini, and Jose-
Victor Rios-Rull. 2002. “Updated Facts on the U.S. Distributions of Earn-
ings, Income, and Wealth.” Federal Reserve Bank of Minneapolis, Quarzerly
Review, vol. 26, no. 3, pp. 2-35.

Rutledge, Matthew S., and April Yanyuan Wu. 2014. “Why Do SSI and SNAP
Enrollments Rise in Good Economic Times and Bad?” Center for Retirement
Research Working Paper 2014-10, Boston College, June.

Social Security Administration. 2017. “Supplemental Nutrition Assistance Pro-
gram (SNAP) Facts,” February. Available at https://www.ssa.gov/pubs/EN-
05-10101.pdf

. 2016. “Income of the Population 55 or Older, 2014.” April. Available at
https://www.ssa.gov/policy/docs/statcomps/income_pop55/2014/index.html

U.S. Bureau of Labor Statistics. 2017. “Characteristics of Minimum Wage Work-
ers, 2016,” April. Available at https://www.bls.gov/opub/reports/minimum-
wage/2016/home.htm

U.S. Census Bureau. 2012. “Nearly 1 in 5 People Have a Disability in the U.S.,
Census Bureau Reports.” News Release CB12-124, July. Available at https://
www.census.gov/newsroom/releases/archives/miscellaneous/cb12-134.html

U.S. Department of Agriculture (USDA), Center for Nutrition Policy and Promo-
tion. 2018. “USDA Food Plans: Cost of Food Report for December 2017.”
Available at https://www.cnpp.usda.gov/USDAFoodPlansCostofFood

U.S. Department of Agriculture (USDA), Food and Nutrition Service. 2018a.
“National School Lunch Program—Participation and Lunches Served,”
January 5. Available at hteps://fns-prod.azureedge.net/sites/default/files/pd/
slsummar.pdf

.2018b. “Federal Cost of School Food Programs,” January 5. Available at

hteps://fns-prod.azureedge.net/sites/default/files/pd/cncost.pdf

.2018c. “Supplemental Nutrition Assistance Program Participation and

Costs,” January 5. Available at https://fns-prod.azureedge.net/sites/default/

files/pd/SNAPsummary.pdf

.2017a. “Overview.” Available at https://www.fns.usda.gov/pd/overview

.2017b. “Supplemental Nutrition Assistance Program, National Level An-

nual Summary, Participation and Costs,” July 7. Available at https://www.fns.

usda.gov/pd/supplemental-nutrition-assistance-program-snap

.2014. “A Short History of SNADR” November 20. Available at hteps://

www.fns.usda.gov/snap/short-history-snap

.1990. “Mickey Leland Memorial Domestic Hunger Relief Act,” No-

vember 28. Available at https://fns-prod.azureedge.net/sites/default/files/

PL_101-624.pdf




ECONOMIC REVIEW * FIRST QUARTER 2018 81

Van Zandweghe, Willem. 2012. “Interpreting the Recent Decline in Labor Force
Participation.” Federal Reserve Bank of Kansas City, Economic Review, vol.
97, no. 1, pp. 5-33.

Wiseman, Michael. 2002. “Food Stamps and Welfare Reform.” Policy Brief No.
19, The Brookings Institution, April.





