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EEKLTIVE SUm9_

This report evaluates the Food Stamp Program's One-Tier Federal Quality

Control (QC) Pilot Project conducted in _Ltssouri-and North Carolina over the

period November 1986 through March 1988.

The food stamp quality control system is designed to measure errors made

in eligibility and benefit determinations that result in erroneous payments to

food stamp recipients. The present QC system is structured along two tiers--

one State and one Federal. The first tier consists of State QC staff who .

review a monthly sample of food stamp cases to assess the accuracy of

eligibility and benefit determinations_ The second tier consists of Federal

FNS staff who re-review a subsample of the State QC sample to determine

whether or not the State QC review findings were correct. Error rates for

both underpayments and overpayments are derived frem the State and Federal QC

determinations.

The pilot project was designed to test a one-tier alternative to the

current two-tier QC system. This one-tier QC system would be wholly

administered and operated by the Food and Nutrition Service (FNS), with

Federal personnel carrying out the QC reviews. Hence, there would be no need

for the present Federal re-review (though States might have the opportunity to

re-review cases found to be in error). The one-tier alternative tested in the

pilot also incorporates a number of labor-saving techniques. The expectation

was that the new system would be more efficient and therefore less costly to

the Federal government. Moreover, elimination of the Federal re-review should

also produce more timely calculations of a State's error rate.
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The purpose of the evaluation was to assess the feasibility of a Federal

one-tier QC system as demonstrated by the pilot project and to determine

whether the one-tier Federal alternative would result in reviews as accurate

as those in the current two-tier QC system and at less cost to the Federal

government. To achieve this goal, the evaluation had five objectives:

o document and assess the feasibility of implementing and
operating a one-tier QC system;

o measure and compare the costs of both one-tier and two-tier QC
systems in the pilot states;

o assess the equivalence of the (dollar overpayment) error rates
between the two systems,including the frequency and nature of
State disagreements with federal error findings;

o estimate the likely costs and assess the feasibility of
implementing a national one-tier QC system; and

o make recommendations, if appropriate, for improving the present
two-tier QC system.

Since the regular two-tier QC system continued to operate in the two

States, the one-tier pilot in each State could be compared with its two-tier

counterpart. The evaluation contained four major components to meet these

objectives: (1) a process analysis (2) an analysis Of error rate

comparability between the two systems; (3) an analysis of work effort; and (4)

an analysis of costs. Data were utilized from five different sources:

o three waves of in-person interviews with Federal and State reviewers and
supervisors of both QC systems;

o semi-structured interviews--both in person and by telephone--with
Federal, State and Regional administrators

o job tickets on case review files from both QC systems;

o case record and review data from computerized Integrated Quality Control
Systems (IQCS) files; and

o cost records to estimate costs of operating the one-tier and two-tier
systems.
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The administrative and staff interviews provided information primarily for

the process analysis; the Job tickets provided data on work effort which was

then used in the analysis of work measurement and total costs; the IQCS files

provided the data for the error rate analysis; and the cost records provided

data for the cost analysis including examination of the costs that would be

associated with adopting a one-tier QC system on a nationwide basis.

The major findings of this evaluation are as follows:

o zt is feasibleto operatea Federalone-tierCC syste .The
system was developed and implemented and a full year's QC
sample was reviewed in both States.

o A delay in the start-up of the pilot operations, the pilot
staff's overall lack of CC experience, and other t,.ple,.entation
problem reduced the staff's ability to _ete cases om a
tisely basis, an effect that lasted throughout the project.
Throughout the demonstration period the one-tier staff carried
a large backlog of cases which severely hindered their ability :
to complete cases by quarterly deadlines and ultimately caused
the project to be extended three months beyond its original
termination date.

o In response to the backlog of cases the pilot project changed
some review procedures durin 9 the year, which likely increased
efficiency but which were not part of the pilot's design and
favored the pilot project in ccapari_ with the two-tier QC
system. In mid-course the pilot project switched frcanwritten
to telephone verification except for error cases and dropped a
few of the verification procedures required by the 310
Handbook, such as random bank checks and verification of the
age of all household members.

o _he North Carolina pilot appeared to have never completed
reviews of the equivalent of a quarterly case assig_ment within
three _ths time, and it is questior_hle whether the Nissouri

· pilot ever achieved this form of steady state. This asses_mment
is tentative, however, because the late start and large case
backlog make it difficult to determine whether either pilot
site reached a steady state.

o Based on _- recorded on job tickets, first-party reviews in
the pilot project took slightly less tile than in the two-tier
CC system. It was estimated that first-party reviews took 30
minutes less in the Missouri pilot than in the regular two-tier
system in Missouri (8.45 vs. 8.96 hours). In North Carolina
the pilot reviews required about 25 minutes less than the State
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reviews in the two-tier system (8.86 vs. 9.24 hours). This
conclusion must be interpreted with caution, however, because
only about b_lf of the reviewers' tOtAl time _as recorded on
the job tickets in both the pilot project and the regular QC
system.

o There ia no strong evidence that the error rates wa_ld be any
different m_ler a or_ tier than a two-tier QC system. The
North Carolina pilot error rates tended to be higher than the
regular QC error rates before adjustment for the Federal re-
review and lower after adjustment. In Missouri the pilot error
rates were generally the same or higher for overpalMments and
lower for underpayments, both before and after adjustment for
the Federal re-review. However, few of the differences between
the two systems were statistically significant.

In Missouri the pilot project overpayment error rate was 5.7
percent and the two-tier overpayment error rate (after
adjustment) was 5.6 percent, practically the same. In North
Carolina the pilot error rate was lower, 6.1 percent corollated
to 7.3 percent for the twt_-tierQC system (after adjustment), a
difference statistically significant at only the 15 percent
level. Moreover, after controlling for differences in case
characteristics of the samples, the difference in the
overpayment error rate between the two QC systems in North
Carolina diminishes.

The underpayment error rate was less in the Missouri pilot
(2.0%) than in the Missouri two-tier QC system (3.1%), and the
difference was statistically significant. The pilot in North
Carolina also had a lower underpayment error rate (4.1%) than
the two-tier system (4.9%), but the difference was not
statistically significant.

o Resolutim.,.s of disagreements over case filvtlnc3sof re-reviewed
cases provide little to no evidence that there is a difference
in the quality of reviews between the pilot project and the
two-tier QC system. Bowever, the higher proportion of
inccmplete cases in the pilot project provides s(me evidence of
lower quality reviews.

o If the present tm_-tier QC system _as replaced nati_mride by a
l_-cler-Ione-tier system aa tested in the pilot project, and the
QC sample sizes were limited to 1,200 per state, it is
estimated that the costs to the Federal goverrment w_uld
decline by $2 million, or 7.5 percent. This savings is solely
due to a reduction in the toe_l m_ber of cases that w_ld be

reviewed under the two systaT1,000 under the current system
and 55,000 raider the Federal one-tier system. The reduced
caseload would yield savings to the Federal government of
almost 17 percent, but the changeover to the one-tier system
would increase Federal costs by 11 percent.
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o trader a comparison of ecjual sample sizes (55,000 under both OC
systems), a Feder_ one-t, ter (lC system would cost the _r_
_vecrment $3.5 mil/ion---or 16 percent--more than the fro-tier
QC system. This is because under the one-tier system the
Federal government would be paying 100 percent instead of the

, present 50 percent of first-party reviews, which more than
offsets the savings of eliminating the Federal re-review
process. However, costs to both Federal and State govegnments
of a one-t/er b%mtes under this comparison would decline by
over $10 million. All of the savings would accrue to the
States.

o There are three qualifications to the above cost compari_.
First, the est/rotes va T according to alternative underl___
assuupt/ons and should be regardmJ as approximate. Second,
reducing the current tuitional QC sample size frQm 71,000 to
55,000 under a otto-t/er s%rstemwill reduce both the efficiency
of estimating error rates euad the use_dr_ess Of the QC results
for mnagsmnt purposes in those States that now have rumples
larger than 1,200 cases. _l/rd, the est/mated costs of a
national one-t/er system do not include certain State functions
that would likely be performed, the most _portsnt of which is
the re-review of cases found in error by the one-t/er system.
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1. _T_UCTION AND BAC_qOUND

The quality control (QC) system is designed to identify the types and

causes of errors and measure the amount of errors made in eligibility and

benefit determinations that result in erroneous payments. To accomplish these

goals the Food and Nutrition Service (FNS) acts with the States to operate

what is commonly characterized as a two-tier QC system.

Under the current two-tier system, the State QC program functions as the

first tier in the review process. Each State draws a statistically valid

monthly sample from their food stamp cases. State QC reviewers conduct an
!

extensive review of these cases to verify the accuracy of eligibility and

benefit determinations. Federal FNS personnel, constituting the second tier

of the QC program, subsample the completed food stamp QC reviews and perform a

re-review of these cases to validate the correctness of the State QC reviews.

Federal-State disagreements on case findings are resolved through a two-step

arbitration process. Information frcxnboth the State QC determ/nations and

the Federal re-review determinations are combined and a regression-adjusted

estimator is used to derive separate official error rates for underpayments

and overpayments.

The decision by FNS to test a Federal one-tier QC system as a possible

alternative to the current two-tier QC system developed in response to

concerns over various aspects of the current QC system. While the two-tier QC

system is judged by FNS to be fur_mentally sound,1 several issues related to

the system exist, including the cost of the program, the degree of uniformity

across States, and the timeliness of the QC process due to the time required

_1/ See, The Food Sta_ Pro,ram Quality Control System, A Report to the U.S.
Congress, May 1987.
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for a Federal re-review. In addition, technical issues have been raised by

the States regarding the statistical validity of the regression procedure used

to calculate the error rate and the definition of an error. These concerns

took on greater significance as both the number of States found liable by FNS

for overpayment errors and the amount of their liabilities grew and as States

began to contest their legal liabilities in court.

In light of the strong emphasis on and dispute over financial liabilities,

the concerns over the current QC system outlined above raise questions of the

basic fr_,_work of the QC system and whether this is the most reasonable and

efficient way to structure the program. It was within this general context

that FNS undertook an examination of alternative ways to operate the QC

system.

A one-tier QC system was designed to yield results as accurate and

defensible as the two-tier QC system but in a more timely fashion and at less

cost to FNS than the current QC system. To accomplish this goal, the one-tier

approach institutes a system wholly administered and operated by FNS with

Federal personnel carrying out the QC reviews. Thus, as the name implies,

there is only one-tier in this alternative QC structure. The one-tier QC

approach essentially eliminates the need for a Federal re-review.

Because a one-tier QC system would significantly change an important part

of the Food Stamp Program at the State, regional and national levels, it was

decided, that a feasibility test of the proposed one-tier QC system was

advisable. A one-tier QC pilot project was conducted in Missouri and North

Carolina over the period November 1986 through March 1988. Using a parallel

approach to the regular QC system, Federal workers were hired and trained to

conduct QC case reviews in accordance with Federal regulations on food stamp

cases falling within the 12 sample months of October 1986-November 1987. In

the interest of reducing the cost and time associated with reviewing food

--2-- '
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stamp QC cases, the one-tier pilot incorporated several new operational and

organizational ·features. These included using a generic structured interview

and worksheet review form (FNS-1169); substituting quarterly case review

deadlines for monthly case review deadlines to all_ QC staff to

geographically cluster their assigned cases; and creating the position of a

verification specialist to complete routine computer verification matches.

Operating on the premise that these new features would facilitate the QC

review staff's ability to complete reviews in fewer time, the one-tier pilot

was also staffed with less QC review staff, thereby reducing labor costs.

FNS contracted with The Urban Institute to design and conduct the

evaluation of the pilot project. The evaluation had five objectives:

o document and assess the feasibility of implementation and process of
a one-tier QC system;

o measure and Compare the costs and work effort of both one-tier and
two-tier QC systems in the pilot States;

o assess the equivalence of the (dollar overpayment) error rates
between the two systems, including the frequency and nature of State
disagreements with federal error findings;

o estimate the likely costs and assess the feasibility of implementing
a national one-tier QC system; and

o make recommendations, if appropriate, for improving QC reviews and
the QC system.

Since the regular two-tier QC system continued to operate in the two

States, the one-tier pilot in each State could be coe_red with its two-tier

counterpart. The evaluation contained four major components to meet these

objectives: (1) a process analysis (2) an analysis of error rate

comparability between the two systems; (3) an analysis of work effort; and (4)

an analysis of costs· Data were utilized from five different sources:
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o three waves of in-person interviews with Federal and State reviewers and
supervisors of both QC systems;

o semi-structUred interviews--both in person and by telephone--_th
Federal, State and Regional a_ministrators

o job tickets on case review files from both QC systems;

o case record and review data from computerized Integrated Quality Control
Systems (IQCS) files; and

o cost records to obtain comparative costs of the one-tier and two-tier
systems.

The administrative and staff interviews provided information primarily for

the process analysis; the job tickets provided data on work effort which was

then used in the analysis of work measurement and total costs; the IQCS files

provided the data for the error rate analysis; and the cost records provided

data for the cost analysis including the costs that would be associated with

adopting a one-tier QC system on a nationwide basis.

The remainder of this report details the findings of the evaluation.

Section 2 describes the organization, practices, and procedures of the one-

tier pilot project and compares and contrasts them to those of the two-tier QC

system. The planning, implementation and operation of the pilot project are

documented and assessed in Section ]. The next three sections compare the

one-tier QC pilot with the two-tier QC system by time recorded using job

tickets (Section 4); error rates (Section 5); and cost of conducting the

reviews (Section 6). Section 7 addresses whether the pilot project was

adequately staffed. Section 8 ends the report by stmuarizing the results of

the previous sections and drawing conclusions about the feasibility,

performance, and cost of adopting a Federal one-tier quality control system.
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2. QC PRACI'ICZS AIqD PBOCmX_ rN THE PILOT _:
Clq_-_ VS. T_-TIER

This section describes the organization, practices and procedures of the

one-tier Federal QC pilot project, and compares and contrasts them with the

tw_-tier State-Federal QC system in North Carolina and Missouri as it operated

during FY 1987. Because the one-tier pilot by definition does not include a

Federal re-review, this section does not focus on the second tier of the two-

tier system but rather focuses on differences between the one-tier pilot and

the first tier of the two-tier QC operations. (A more complete description of

State-level QC practices in Missouri and North Carolina and a description of

second-tier Federal re-review practices in these two States can be found in

Appendix A. )

C_:m_iverseand sarape

Under the one-tier pilot project QC case reviews were completed on a

statistically valid sable of food stamp cases for each state. The CK;

universe fr_n which monthly san_les were drawn consisted of active food stamp

cases. An "active" or "positive" case refers to a household which was

certified prior to, or during, the sample month and issued benefits for the

sample month. Beth pilot sites were required to complete 1200 active food

stamp QC reviews. To ensure that these sample completion standards were met,

more cases were pulled for review than the required number. In total, the

one-tier QC pilot QC sample consisted of 1312 active food stamp cases in

Missouri and 1223 active food stamp cases in North Carolina.

Under the regular QC system, the current minimum annual sample size of

active food stamp cases subject to review ranges from 200 to 2,400 per State.

States must also conduct reviews on negative cases in accordance with Federal
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regulations. A negative case refers to a household that was denied

certification or whose benefits were terminated effective in the sample month.

In Missouri, the QC SA,_.leconsists of 2,400 active and 800 negative food

stamp cases. In addition, the regular State QC unit is also responsible for

carrying out QC reviews on AFDC and Medicaid cases. In FY1987 the Missouri

State QC sAm?le for these progrA-_ consisted of 2,400 active and 356 negative

AFDC cases, and 560 active and 110 negative Medicaid cases. In North

Carolina, the regular QC sample consists of 1,200 active and 800 negative food

stamp cases. In addition, the State QC unit in North Carolina is responsible

for completing QC reviews on AFDC oases. In FY1987 the AFDC QC caseload

consisted of 1,200 active and 300 negative cases. Each State in the regular

QC system pulls about 10 percent over the required minimum samples of cases

and reviews these cases in addition to the required number.

Thus, the number of cases requiring a QC review was less in the one-tier

pilot project than in the two-tier system, not only because there was only one

assistance program involved in the review but also because the one-tier QC

pilot did not include a negative case sample. Unless Federal regulations were

changed, a one-tier QC program would also be responsible for reviewing

negative cases if this approach were adopted on a national basis.

Organizational and Staffing Structure

UDder the one-tier pilot project, the FNS Regional Offices assumed

administrative responsibility for the QC system in the pilot sites. This is

in contrast to the regular QC system, under which the first tier is

administered by the States. In both Missouri and North Carolina, the regular

QC units are located within the State Department of Social Services. North

Carolina is a county-administered social service delivery system, with the
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Departme_nt of Social Services (DSS) divided into four regions plus a central

office. Missouri's Social service system is centralized and therefore does

not possess the regional layer of administration found in North Carolina.

The one-tier pilot project initially had 11 personnel in each site: 1

Project Manager, 1 Senior Reviewer, 1 Verification Specialist and 8 reviewers.

Due to staff turnover, the actual number of reviewers in both sites ranged

between 6 and 8 per pilot site over the course of the project. Project

Managers were stationed in their respective regional offices; the rest of the

pilot staff were based in the pilot sites. In comparison, the number of

regular QC staff employed by North Carolina and Missouri in FY.1987was

significantly larger at both the reviewer and supervisory levels. In North

Carolina there were 31 QC staff and inMissouri there were 78 QC staff (not

including clerical support). 2

The difference in the number of staff between the one-tier pilot project

and the two-tier regular QC system is attributable both to the much smaller

total number of cases reviewed by the one-tier pilot (no AFDC and Medicaid

cases, no negative food stamp cases, and 1200 rather than 2400 positive food

stamp cases in Missouri) and to the one-tier design assumption that Federal

workers would be able to complete reviews in less time than their State

counterparts due to time-saving techniques built into the design.

2/ In Missouri under the regular QC system, the first tier of the Q C program
was comprised of 1 QC Director, 3 Case Analyst Supervisor II's, 11 Case
Analyst Supervisor I's, 53 Case Analysts (QC reviewers) and 12 clerical
staff. In North Carolina, the first tier unit was comprised of 1 Quality
Assurance Chief Coordinator, 2 Program Consultants who function as
assistants to the Chief Coordinator, 25 QC reviewer, 1 full-time and 4
part-time clerical staff.
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QC Staff Job l%espofisibilities

The job responsibilities of the one-tier pilot and two-tier QC reviewers

were, for the most part, identical. Both received a monthly assignment of

cases that required a complete review in order to determine whether a

household's level of eligibility and benefit allotn_nt was correct for a given

time period as based on written Federal policies and procedures. Activities

in the review process include: a deAk review of the case record, standard

verifications through computer matching on automated data bases, home

interviews with the clients, collateral verificati_m, verifications through

written correspondence or telephone, determination of whether or not an error

had been made in the disposition or award, write-up of the case and other

administrative duties such as monthly reports and maintenance of manuals.

The job responsibilities of the one-tier pilot reviewers did differ in

three important ways from the two-tier reviewers, however. First, as noted,

the one-tier reviewers were only responsible for carrying out reviews on

active food stamp cases while the State QC reviewers were responsible for

conducting reviews on both active and negative cases. Second, two-tier

reviewers were responsible for reviewing more than one benefit assistance

program. Finally, in the one-tier pilot ccx_0uterverification checks were to

be the sole responsibility of a newly created position--the verification

specialist--whereas in the regular QC system some reviewers performed their

own computer verification checks.

The Verification Specialist position was created by the designers of the

one-tier pilot project with the objective of reducing the time reviewers spend

on verification tasks. In addition to standard clerical duties, the

Verification Specialist was assigned the responsibility of ordering case files



from and returning them to the counties, performing co_0uter verification

matches, initiating verification of any information that did not require a

household release form, assisting the Senior Reviewer with the case

assignments, and transmitting case dispositions to the Washington Computing

Center (WCC). For the most part, the Verification Specialists in both pilot

sites did not do any verification beyond the computer verification matches but

did perform the other duties listed above.

The Senior Reviewer position in the one-tier pilot closely resembled that

of the regular QC Coordinator in North Carolina and the combined positions of

the Supervisor I and Supervisor II in Missouri. Acting as the lead staff

person, the Senior Reviewer was responsible for the day-to-day supervision of

staff and conducting second-party reviews on the QC cases completed by their

staff for correctness. 3 The most notable difference between the supervisory

positions under the two-tier system and the one-tier pilot project was that

one-tier Senior Reviewers were expected to spend approximately a quarter of

their time completing a monthly average of four first-party case reviews, an

activity solely the responsibility of the QC reviewers under the regular QC

system. In actuality, the one-tier Senior RevieWers completed substantially

fewer first-party reviews than originally required of them.

The Project Manager position in the one-tier pilot closely resembled that

of the QC Director position in the two-tier QC system. Both assumed overall

responsibility for QC operations in the State. General responsibilities

included reviewing and negotiating error cases, disseminating materials

3/ The supervisory review, commonly referred to as a second-party review, is
a desk review as opposed to an initial or "first-party" review which
involves many more tasks.
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pertaining to changes in policy or procedures, and ongoing staff training.

Although not envisioned in the design of the pilot project, the Project

Managers in both pilot sites also conducted s_ne first-party reviews when, due

to staff turnover, there existed a shortage of one-tier reviewers.

The regular two-tier QC system in both Missouri and North Carolina also

had an additional administrative layer made up of Supervisor II's in Missouri

and Program Consultants in North Carolina. These staff members were

positioned between the QC Director and the first-line supervisors. They had

no counterparts in the one-tier pilot project.

Case Review Process

The following description and cc_arison of the case review process is

divided into the major components associated with a QC case review under bo_h

the one-tier pilot project and the regular QC system: case assignment,

computer verification, case file review, h_nme_visits, additional verification,

case disposition and case write-up. 4

Case Assigrment

Once the monthly sample of cases has been drawn, the first step in the

case review is to assign individual cases to the reviewers. The timing of

case assignments differed between the two pilot sites and between each pilot

site and its regular two-tier counterpart. In the State QC system, case

assignments were made on a monthly basis at the beginning of the sample month.

4/ This description focuses only on the steps taken for a review of an active
case. For negative cases, QC analysts must only complete a case file
review, Case disposition, and case write-up.
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In the one-tier pilot project, the first case assignment was delayed due to

the late start "Up-:6f the project, which had an impact upon the subsequent

timing of case assignments. The Missouri pilot site relied primarily on

"double assignments" which consisted of two sample months. Although not part

of the original one-tier design, it was felt that by assigning two months at a

time, reviewers would be able to more effectively geographically cluster their

cases, thereby cutting down on the time needed to complete reviews. The North

Carolina pilot site's first experience with a double assignment was not a

positive one (as discussed later), so it relied primarily on one-month

assignments thereafter. Unlike the regular QC assignment routine in the

States, however, these single month assignments made in the North Carolina

one-tier pilot were not issued on a regular schedule. For example, there was

a two-month break in assignments between March and May to allow reviewers time

to catch up on their backlog, while at other times case assignments were made

within two to three weeks of one another.

Coq_ute r Verification

In both pilot sites, the Verification Specialist was responsible for

performing computer matches on each case to verify information and attaching

it to each case file before cases were assigned to reviewers. In the two-tier

system, the majority of computer verifications were performed by the reviewers

themselves in Missouri and performed by somebody else (usually clerical staff)

in North Carolina.

Reading Case Record Files

To promote efficiency, the original one-tier design specified that the

case records would be requested from the county office and read by the QC
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reviewers in their own offices. The ordering and returning of case files was

· t_ be the responsibility of the Verification Specialist. This is in contrast..

to the standard practice in the two-tier system under which reviewers read the

case and make cOPies of relevant materials in the county welfare office. From

the very start of the pilot project, however, reviewers in the North Carolina

pilot site rarely had a case ordered but rather went to the county welfare

office and read the case record on-site. At the beginning of the project, the

Verification Specialist in Missouri did order and return cases, but some

reviewers were unhappy with this procedure and shifted to reading the cases in

the county welfare office.

acme visits

Under both the pilot project and the regular QC system, after reading the

food stamp client's case record file, the QC reviewer conducted a personal

interview in the home of the client in order to verify information found in

the case record and obtain additional information from the client. The only

significant difference between the one-tier and the two-tier QC programs was

that the one-tier pilot introduced a structured QC worksheet that included a

check-off home interview guide; the tw_-tier QC system had no standardized

interview guide.

Additional Verification

Verification requirements are listed in the FNS Handbook 310 and both the

one-tier and two-tier reviewers were expected to fulfill these requirements in

completing their QC reviews, verification of information can be obtained

through written correspondence, telephone, or face-to-face contact. Although

information relating to an error _$t be verified in writing, reviewers under
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both systems were given a fair Amount of latitude in determining which kind of

verification process ;they used to obtain other information. Most reviewers

employed under the regular QC system expressed the opinion that it was always

"safer" to get the verification in writing and the need to obtain written

verification in general was heavily emphasized. By contrast, the one-tier

pilot QC reviewers shifted from trying to obtain most verification in writing

to relying on the telephone as the primary means of obtaining verification

information. This shift was not in the original pilot design, but was made in

response to instructions by upper-level staff who were concerned with the

backlog of cases and felt that telephone verification was the fastest way to

obtain information.

In the interest of completing the case reviews more quickly, the one-tier

review staff were also instructed by their supervisors during the course of

the pilot to drop a few of the verification procedures required by the 310

Handbook and followed by the two-tier reviewers. For example, if the client

said they did not have a bank account, one-tier reviewers did not do the

required random bank search. Also, one-tier reviewers stopped verifying the

age of each member of the household and concentrated on verifying the ages of

only those household members who fell into an age range which would affect

their benefits or eligibility.

Case Determination and Write-up

Based on the information obtained from the case record, the home visit,

and verifications, reviewers in both the one-tier pilot and the two-tier QC

system calculated the benefit allotment to see if it was correct and

determined whether the case was in accordance with Federal regulations and

policy. The most significant difference between the one-tier and two-tier
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write-up process was the new structured "check-off" worksheet designed

sPeCifiCally for the one-tier pilot's use. All State OC programs, including ·

the regular QC progr*m_ in the two pilot States, were required to use the

· national OC form (FNS-380), which generally involved writing answers in

narrative form. 5

Secmd-Party Reviews

Perhaps the most significant procedural difference between the State (2(:

system and the one-tier pilot project was that the pilot conducted

substantially fewer internal reviews of the (2(2 reviewers' _ork. In the

Missouri pilot, the Senior Reviewer completed a second-party review on 25

percent of each reviewer's assignments; 6 In the North Carolina pilot, the

Senior Reviewer conducted second-party reviews on 25 percent of the total

monthly assignment of cases determined correct. The Senior Reviewer did no

second-party reviews on error cases in either pilot site but sent them to the

Project Manager who conducted a second-party review of all such cases.

By contrast, all first-tier OC cases in the regular OC progr*m_ in

Missouri and North Carolina received two second-party reviews, and error cases

were always subject to a third review (i.e., cases in which the benefit

allotment was determined incorrect by the OC reviewer). Thus, there was a

substantial amount of second-party review activity within regular OC system in

Missouri and North Carolina, theoretically, at least, increasing the chance to

5/ Both Missouri and North Carolina State OC systems developed their own
structured QC worksheets which were approved and put into effect at the
beginning of FY 1988.

_6/ In the early months of pilot project, all of the cases received a second-
party review in Missouri.
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catch possible mistakes or inaccuracies in the review before the case

dispositions were transmitted to I_ ....

Error Cases

In the one-tier QC pilot, all error cases were re-reviewed by the State. 7

After reviewing an error case and, if necessary, consulting with the policy

unit within the FNS regional office, the pilot Project Manager sent an error

notification to the county welfare agency where the error originated and to

the State QC Director. The affected county agency was allowed 10 working days

to provide the State agency with its response to the one-tier's error

notification. The actual negotiationover t.he pilot error cases, however,

occurred between the State QC unit (with policy assistance from the Policy

Unit) and the pilot Project Managers. In North Carolina, a State QC reviewer

and later the QC Director herself conducted the initial re-review of the pilot

error cases and provided the State's response. In Missouri, the Supervisor

I's w_re responsible for re-reviewing the error cases and drafting the State's

response, which was then reviewed by the QC Director and the Policy Unit.

If the State disagreed with the one-tier pilot error finding and the

Project Manager reversed his/her initial decision, the case's WCC transmittal

disposition was s_nmetimes changed. If no resolution was reached between the

Project Manager and the State agency on a case the State disagreed with, then

the State could appeal the decision and sube_t the case to the regional

arbitrator and, if necessary, to the national arbitrator.

7/ A one-tier approach was adopted on a national basis, it is possible that
the States would not review error cases. One-tier Federal QC staff might
negotiate directly with the counties where the food stamp case originated.
However, in designing the demonstration pilot project, the pilot States
were given the opportunity to review error cases and challenge the one-
tier reviewers findings.
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Under the regular QC system, error cases were sent to the Policy Unit

..... withi n the De_rtment of social services and the county welfare office in

which the eligibility worker initially made the allotment error was notified

of the error case and the reason for the error. The county welfare offices

were given ten days to respond to the States' QC findings. Counties could

either accept or challenge the States' findings. The State's decision on

whether or not to reverse or maintain its original finding ultimately lay with

the Policy Unit.

T_frames

To facilitate clustering of case reviews in different geographic areas

within the pilot States (thereby reducing the time reviewers spent

travelling), the one-tier design called for quarterly case deadlines. Thus,:

all cases in the three-monthly one-tier samples of a given quarter were not

due to be completed until 95 days after the end of the quarter.

Interestingly, the majority of one-tier reviewers interviewed in both sites

were not aware of the quarterly deadlines, but rather were under the

impression that they were to try to meet the same case completion timeframes

imposed on their QC reviewer counterparts in the regular QC system. However,

in actuality neither of the one-tier pilot sites was able to meet the

quarterly deadline on a substantial number of cases.

By contrast, according to Federal regulations, all States under the

regular QC system must dispose of 90 percent of all food stamp cases selected

in a given sample month and transmit their findings to washington, D.C. within

75 days of the end of the sample month. And all cases ..,_tbe disposed of and

the findings transmitted to Washington, D.C. within 95 days of the sample

month. Failure to meet this deadline can result in monetary sanctions against
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the State. There is, therefore, less opportunity for the State QC reviewers

t°.cluster their cases. Interview respondents in the Missouri and North

Carolina regular QC programs noted that the 75-day deadline is not necessarily
$

met but that the 95-day deadline is taken very seriously and virtually always

met.

Tr 'ami.of

Overall, the two-tier QC progrA-_ in North Carolina and Missouri engaged

in more formal (m-going training of their staff than did their one-tier

counterparts. Under the regular two-tier system, the frequency of training

varied among State QC offices, but generally tended to occur on a monthly and

sometimes on a quarterly basis. The one-tier pilot design did not specify how

many training sessions should be conducted and there was s_me variation

between the pilot sites. The North Carolina pilot site conducted three formal

on-going training sessions and the Missouri pilot site conducted six formal

training sessions. Additionally, in both the pilot project and the State QC

system, reviewers in both North carolina and Missouri reported that they

communicated frequently with their supervisor about policy and procedural

questions over cases.

This concludes the comparison of one-tier and two-tier QC practices and

procedures in Missouri and North carolina. The next section discusses the

implementation and operation of the one-tier pilot project.
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3. _, I_D_TION AND (H_RATION OF
_E O_-TI_ QC PILOT

This chapter describes the plannin g, start-up and phase-down operations

of the Federal one-tier QC pilot project. The objectives are to:

o identify key planning decisions made regarding the structure and
design of the one-tier pilot project;

o describe the first four months of the one-tier QC project within the
broader context of the project's early develo_nt and original
design;

o identify issues and problems encountered in setting up and starting
the new system and assess the problems in terms of their effects on
initial operations; and

o describe the phase-down period of the pilot operation and provide a
....._ry of staff opinions and impressions on different aspects of

the one-tier QC pilot as a whole.

Plann/_ the One-Tier QC Pilot Project

During the planning phase of the one-tier QC pilot project, key decisions

were made regarding the structure and operations of the project. This section

provides a basic overview of key decisions made during the planning process

and how these decisions were carried out prior to starting the pilot project.

The basic design of the one-tier QC pilot project was developed by an

Alternative QC Taskforce composed of FNS personnel and formed in 1984 to

investigate alternative ways to monitor the Food Stamp Program. From the

outset the taskforce sought to design an alternative QC system that would

yield an error rate as accurate and as defensible as found in the present QC

system but in a more timely fashion and at less cost to FNS than the current

QC system.

The Alternative QC Taskforce recommended that the pilot project be

conducted in Missouri and North Carolina for a period of 18 months. QC case
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reviews would be conducted on twelve consecutive sample months, coinciding

'w_'th the same annUal review cycle between October and September that is

followed by the State QC agencies.

To reduce the cost of the QC pilot project several new labor-saving

techniques were introduced to the QC review process:

o Structured interview and worksheet. The national QC form was

replaced by a newly designed structured interview and worksheet in
order to streamline procedures and reduce the time expended during
the case review process. The new worksheet largely eliminated the
current practice of writing up the QC review in narrative form.

o verification specialist:. Initial computer matching for verification
of standard information on each case was centralized in one new QC
staff position, a "verification specialist", in order to reduce the
amount of time QC reviewers expended on verification tasks.

o Reduction in the n%_ber of sec_rty reviews. Under the two-tier
QC system in Missouri and North Carolina, supervisors review all the
QC case reviews completed by their staff for correctness. For the
one-tier pilot project, supervisors ("senior reviewers") were only
required to conduct a random 25 percent sample of cases in order to
reduce the _-_unt of supervisory staff time needed to operate the
project and allow supervisors to conduct some of their own first
party reviews.

o Extension of QC review d_%mdlines. Instead of monthly deadlines for
completing case reviews which are currently required under the two-
tier QC system, the pilot project was designed to operate under
quarterly deadlines. This was done so that cases in outlying
counties during the first two months of the quarter could be held
and combined with cases in the third month in order to reduce travel

and labor time for conducting the home interviews (called geographic
clustering).

The principle cost-cutting feature of the design of the one-tier QC pilot

project was simply to reduce the number of staff needed to conduct the first

party reviews. Using 10 hours per case review completed as a goal (the best

available estimate under the regular QC system was between 13 and 13.3 hours

per completed cases review), the taskforce calculated that once the pilot

project had achieved steady state, seven reviewers would be needed in each

pilot site to conduct 1200 QC case reviews. The staffing plan also called for
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a Verification Specialist, a Senior Reviewer and a Project Manager to be

assigned to each pilot site.8'

The rationale for incorporating several new and labor-saving features into

the one-tier QC design was to reduce cost and improve efficiency. It was also

assumed that a nationwide one-tier QC system would be more legally defensible

than the regular two-tier system, because it minimized any dif_erences in

practices and procedures across States that influence error rates. With

regard to timeliness, it was expected that the one-tier QC design would be

inherently superior because it eliminated the lag time associated with

conducting a second-tier re-review before being able to calculate the official

error rate.

Once the general parameters of the one-tier pilot project had been

developed by the Alternative QC Taskforce, the Mountain Plains Regional Office

(MPRO) and the Southeast Regional Office (SERO) were given the primary

responsibility for making the preliminary arrangements necessary to implement

the pilot. An Implementation Taskforce based in FNS National headquarters was

formed to oversee the Regional Offices in this endeavor.

MPRO and SERO Regional A_m_nistrators negotiated an agreement with North

Carolina and Missouri State Welfare Commissioners to allow the one-tier QC

pilot project to operate within the two States. FNS agreed to reimburse both

States for 100 percent of all a_4nistrative costs directly associated with

pilot operations (the primary costs being the review by the State of the one-

tier pilot error cases). In Missouri, the State was granted the right to

8/ It was anticipated that each site would lose one reviewer over the course
of the pilot project due to either resignation or termination. Thus,
eight QC reviewers were initially hired in each pilot site.
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conduct a f_ll-field review of a subsample of 400 cases completed by the one-

tier QC reviewers, :in addition to a desk review of one-tier error cases not in

the subsample. North Carolina did not opt to re-review a subsample of the

one-tier QC cases, choosing instead to just review the error cases.

SERO and MPRO were also given the responsibility of hiring staff. Eight

reviewers were hired per pilot site. For the Missouri pilot site, of those

hired to fill the position of QC reviewer, all except one had some Food Stamp

Program experience but only two had either State or Federal QC experience.

The Verification Specialist position was filled by a FNS field office

secretary. A FNS Food Program Specialist with supervisory and QC experience

was hired to fill the Senior Reviewer position. The Project Manager was a

Regional Office employee assigned to the position for the duration of the

project.

As with the Missouri one-tier pilot site, all except one of the reviewers

hired to work for the one-tier pilot in North Carolina had some food stamp

experience, but only four had either State or Federal QC experience. A former

eligibility worker was hired to fill the Verification Specialist position.

Unlike the Missouri pilot site, however, the senior Reviewer position in North

CarOlina was filled by an FNS employee who had no food stamp or QC experience.

As in Missouri, the Project Manager for the North Carolina pilot site was an

FNS Regional Office employee assigned to the position for the duration of the

project.

MPRO and SERO designed the training program for the one-tier QC pilot

staff. Training occurred between November 10-21 in Missouri and between

December 1-5 in North carolina. A few FNS staff members from Washington D.C.,

including s_nmeof the Implementation Taskforce members, attended both training

sessions to observe and answer questions. The training session covered
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general food stamp policy, QC policy, safety issues, Federal personnel

· PffactiCes,i'andthe specific responsibilities of QC reviewers. The

Verification Specialist in the Missouri pilot site received additional

training in mid-December on how to conduct computer matches and transmit cases

to WCC.

Because the Senior Reviewer in the North Carolina pilot had no previous

food stamp or QC experience, she received some one-on-one training from the

training specialist in addition to attending the training session for

reviewers. The Project Manager trained the Senior Reviewer on how to conduct

second-party reviews.

Pilot Start-43p Operat/ons

This section addresses the characteristics of the first four months of :

the pilot project in both sites, paying particular attention to the problems

of greatest consequence for the operation of the project as a whole. Each

problem is discussed separately for the sake of clarity. It should be noted,

however, that it was the interdependent and overlapping nature of these

problems that made them so prominent. The extent·to which new procedures

unique to the one-tier QC design were successfully implemented is also

discussed.

Start-_ Probleas

The most serious problems encountered during start-up of the pilot project

were the delay at the beginning, logistical problems, and staffing and work

performance issues.

Late Start-Up. The most serious problem for the project was that the

actual start-up date occurred six to eight weeks later had had been originally

-22-



scheduled. The late start-up was due in large part to a long delay in

securing funding and a resultant further delay in hiring staff for the pilot

proJec%. Funding for the project was not approved until mid-September and

staff were still being recruited in one site well into November. In addition,

agreements with the two pilot States were not finalized until late September.

Thus, instead of getting staff on board and trained during the month of

October as initially planned, training did not get under way until the second

week of November in Missouri and the first week of December in North Carolina.

In Missouri, the first case assigrments for the sample month of October

were not made until late November and the November cases were not assigned

until mid-December. In North Carolina, most of the October and November

sample month cases were not assigned until early December. Thus, there

existed a backlog of cases at the very beginning of the QC pilot project,

placing staff in the difficult position of trying to "catch-up" before

operations had started. The failure of the pilot sites to complete their

cases within expected deadlines during the first few months is attributable in

large part to the late start-up date and the backlog in cases it created.

Logistical Issues: Office Space, Equipment and C_ters. Problems were

also encountered with regard to office space and equipment. For example, the

Missouri pilot's central office was not completely renovated until the second

week in December. In the North Carolina pilot site, telephones were not

installed and the copier machine did not arrive until early February. Both

sites also experienced recurring difficulties with the use of their computers.

The computer for the Missouri pilot did not arrive until January and, due to

delays in installing the telephone lines and problems with the software, it

could not be used to transmit case dispositions to washington on a regular

basis until mid-April. Hardware problems in the North Carolina pilot's

-23-



computer prevented transmissions from occurring until mid-April in this site

as well.

Thus, even if the project staff had been hired earlier, a full-fledged

start-up of operations in either pilot site could not have occurred because of

delays in securing all the necessary equipment and furnishings.

Staffin_ and Work Perfozmw_ce Issues. Under any circ--,_tance, the backlog

of cases and lack of equipment w_m/ldhave posed a problem for QC rev/ewers in

meeting case completion deadlines. The problem was magnified because the

majority of reviewers in Missouri and half of them in North Carolina did not

have prior QC experience, and none had working knowledge of the time-saving

techniques (e.g., structured interview and worksheet, verification procedures,

clustering) being tested under the one-tier QC design. The late start of the

project had also negated the possibility of allowing reviewers to take on just

a few cases at first and work up to a full caseload at a more gradual pace.

As it was, reviewers were expected to assimilate a vast amount of new

information on policy and procedures in a very short period of time. The

extent to which individual reviewers were able to do so was reflected in the

quality and quantity of their case reviews--some of which were quite good and

others which were not, according to the supervisory staff.

The lack of prior QC experience on the part of ,_ny reviewers also placed

an extra burden on the Senior Reviewers in the form of increased need for

individual training, consultation, and monitoring of cases. This created a

particularly difficult situation in North Carolina where the Senior Reviewer

also had no prior QC or food stamp experience. In both sites the position of

Project Manager was a full-time job entailing, on occasion, tasks outside of

their specified job responsibilities (i.e., conducting regular second-party

reviews, tran_m{tting cases to WCC).
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I_lement/ng the Pilot Deslpn

In general, the pilot project was implemented in both sites according to

the basic design. However, s nm_ modifications in the design were made in

response to the issues and problems encountered during the start-up.

Tic= Saving Technics. The three specialized time-saving techniques

were implemented with varying degrees of success. The structured interview

and worksheet were used in both sites frca the very start of the project, and

after an initial learning period reviewers understood and felt confident using

the worksheet. In contrast to the uniformity with which the worksheet was

introduced and implemented, the extent to which the Verification Specialist

position and clustering of case assignments actually adhered to the original

design differed between the two sites.

In Missouri the Verification Specialist performed initial and additional

computer matches frcm the outset of the project. A printer was acquired in

February to speed up the time involved in retrieving the verification

information from the State agency computers. An additional part-time employee

was hired in February for the sole purpose of making copies of the QC case

reviews as requested by the State. Both of these changes allowed the

Verification Specialist more tim_ to fulfill her regular job duties. In

addition to performing computer matches, the Verification Specialist also

assisted the Senior Reviewer in making assignments according to geographical

regions, ordering case files from and returning case files to the State agency

when requested, and perform/ng routine clerical activities. Contrary to the

job responsibilities outlined in the operations manual, the Verification

Specialist did not obtain non-computer verification information for the

reviewers because of lack of time and QC experience, and was initially unable
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to transmit case results to WCC due to the computer-related problems discussed

above.

In North Carolina there was orLlypartial implementation of a Verification

Specialist function during the start-up period, which in turn increased the

amount of verification and clerical work for reviewers and the Senior

Reviewer. The project operated without a Verification Specialist until the

beginning of January. Between January and April the Verification Specialist's

project activities were limited to providing clerical support and providing

initial computer matches for the sample months of January-March.

In practice, both sites s_t modified the concept of clustering

presented in the original design. As originally envisioned, the Senior

Reviewer would hold back cases located in outlying counties and assign the

cases in geographic clusters to reduce reviewer travel time to the minimum

level possible. In essence, geographic clustering of cases was intended to

offset the effect of the reduced me.her of staff in the one-tier project

compared to the two-tier QC system. The two-tier system tended to concentrate

a portion of its reviewers in urban areas and spread the rest around the State

so that the geographic distribution of cases was roughly reflected by the

geographic distribution of reviewers. The one-tier pilot not only had fewer

reviewers than the regular system, but they were also more concentrated in

their geographic distribution (one office in North Carolina and two offices in

Mi ssauri ).

Because the pilot began late, thereby creating an instant backlog in

cases, the time efficiency associated with having the Senior Reviewer hold

back cases from one month to the next diminished in value and was rarely

practiced. Instead, reviewers had ample opportunity to cluster cases from

their own backlog. In addition, Missouri provided the reviewers an
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opportunity to more effectively cluster their cases by assigning two sample

months at a time.

_Party l_riews. The pilot design anticipated that the Senior

Reviewers would probably need to conduct a second-party review of most cases

in the beginning of the pilot project, but that this need would taper off as

reviewers became more competent in carrying out case reviews. An ongoing 25

percent random second-party review of cases by the Senior Reviewer would then

bec_n_me_the standard practice. The pilot design left the decision to the

Senior Reviewer and Project Manager as to when to cut back the proportion of

cases receiving second-party reviews.

In Missouri, the number of second party reviews was gradually reduced from

100 percent to approximately 25 percent over a 5-month period. A few

reviewers in need of extra supervision continued to have a substantial number

of their reviews receive a second-party review. The Missouri pilot was able

to provide this _,w_nt of supervisory review by dividing the work between the

Project Manager and the Senior Reviewer. In contrast, the North Carolina QC

reviewers did not receive as much review of their work because this pilot site

opted to start the practice of random second-party reviews on 25 percent of

the sample cases immediately after the Senior Reviewer was trained. Thus,

only the first 4-5 cases of each North Carolina QC reviewer received a second-

party review before cutting back to the random 25 percent practice.

Pilot PhaseDownOperations

Two major issues were associated with the pilot project during its final

months. First, the phase-downperiodwas characterized by a significant push

on the part of the pilot staff to complete all outstanding case reviews. At

the same time, the pilot project experienced some staff attrition,
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particularly in the Missouri site. It should also be noted that the pilot was

extended three months beyond the original schedule in order for the staff to

complete the case reviews on the entire annual sample. Originally, all case

reviews (including second-party reviews) were scheduled for completion by

January 1, 1988. In actuality, cases were still being completed until March

31, 1988.

Status of Cases During the One-Tier Phase-Down Period

The final one-tier QC case assignments in both pilot sites were made

around the end of September 1987. Due to the backlog of incomplete or only

partially complete cases from prior months, as of November )0--when the pilot

project was originally scheduled to be finished with the first-party reviews-

-the North Carolina pilot staff had roughly a quarter (291 cases) of the full :

annual sample still to complete. Of this total, 198 cases still required home

visits. The Missouri pilot also experienced a significant backlog of cases,

although not quite as many as North Carolina. As of December 5, the Missouri

pilot staff still had 243 cases to complete, 150 of which required home

visits. Thus, during the final phase-down of the pilot project, staff had not

only to complete their last case assi_nts but also to complete reviews on

previously assigned cases that had been only partially finished or never

started.

Staff Attrition

At the same time that the pilot staff was attemptingto eliminate the

substantial case backlog, the number of staff available to perform the reviews

was decreasing. In Missouri, the Senior Reviewer left the pilot in early

November and was replaced by one of the pilot QC reviewers. Most of the rest
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of the staff, including the Project Manager, left the pilot gradually between

late january and late Pebruary. During the final month of March the Missouri

pilot project was staffed by one QC reviewer, the acting Senior Reviewer, and

the Verification Specialist. The pilot in Missouri officially ended on April

1, 1988.

The North Carolina one-tier QC pilot experienced less staff attrition

during the phase-down period than did the Missouri pilot. One QC reviewer

left the pilot on January 1, 1988, but the rest remained until the scheduled

termination date of February 26, 1988. The Verification Specialist, Senior

Reviewer, and Project Manager continued to work on the project until March 15,

1988, the formal conclusion date of the project.

Pilot Staff Opinions and Impressions

The following discussion summarizes s__ of the opinions and impressions

of the one-tier QC staff interviewed about different aspect s of the project

over the course of the pilot period. Because only a portion of the total one-

tier QC project personnel were interviewed at any given time, this section

should not be interpreted as a conclusive representation of the Opinions of

alI project personnel. Overall, however, this summary should shed light on

what the staff thought about some important issues during the start-up and

steady-state operation of the one-tier QC pilot.

Staffin_ Issues

The most commonly expressed opinion on the topic of staffing was that a

full-time clerical worker was needed in addition to the Verification

Specialist. Pilot staff at all levels cmwented on the need for additional

clerical support. The majority of reviewers did not think that using a
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Verification Specialist saved time in the case review process and stated that

their preference would be to initiate the computer matches for verification

themselves. S__e_ reviewers, however, did like having their computer

verification matches nm for then. The overall consensus, as noted above, was

that there was a definite need for additional clerical support beyond what the

Verification Specialist could provide and that, between the two positions,

clerical support was more val:_hle.

verification tasks originally assigned to the Verification

Specialist, such as carrying out routine kinds of verification beyond computer

matching, were never tested. However, most reviewers felt it was just as well

that this aspect of the original one-tier design was not implemented because

they were of the opinion that it was more efficient and preferable to attend

to all the verification associated with a case themselves.

Most staff in both sites felt that the quantity of work was more than

could be handled by one Senior Reviewer. Most of the Missouri project staff

interviewed thought that, at least in the beginning of the project, there

should have been a Senior Reviewer based in each office, and a few reviewers

maintained that two Senior Reviewers were needed over the entire course of the

demonstration project. _ staff from both sites also stressed that it was

very important that the Senior Reviewer have previous program, policy, and

supervisory experience in the area of food stamps and QC. Most reviewers also

stressed that the performance of the one-tier pilot project would have

benefited from having more reviewers with food stamp or QC experience.

Structured Interview and Worksheet

By the final months of the pilot project, all personnel interviewed about

the structured interview and worksheet thought that the basic concept of a
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check-off worksheet was good but there was dissatisfaction with particular

aspects of the form. Positive _nts included that it (1) provided

uniformity across reviews, (2) covered all the information needed, thereby

making it easier to complete the review, (3) reduced the a_t of time spent

writing-up the case, and (4) was an easy document to use for second-party

reviews. Staff also thought that the worksheet needed to be refined,

particularly in terms of reducing its length, eliminating duplicative

categories, and providing more space for recording answerS. Some also

mentioned that the high re-.her of entries in the doo-,e_nt made it cumbers__

and caused reviewers to make recording errors.

Case Assigneents and Clusteri.

Many, though not all, staff made negative comments about being assigned

two sample months of cases at the same time. Many reviewers felt that it was

psychologically difficult to be responsible for so -_y cases at one time and

confusing to keep track of cases from two different sample months to the point

that it hindered their ability to finish reviews as quickly as when receiving

only one month's sample at a time. However, other reviewers thought that twD-

month case assignments allowed them to cluster their home visits more

efficiently and that the positive aspects of double assignments offset the

negative aspects.

TrauUn 9

The majority felt that the initial training session was too short and

covered too much material. Most suggested that training should last 3-4 weeks

and that reviewers should be given more case examples and/or "practice cases"

to work on before being expected to carry a full caseload. A few staff
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mentioned that the training session saould have been more carefully planned.

The need for more individual trair_ng instead of group training was also

mentioned, as well as the need to place more emphasis on how to organize tasks

and where to find information.

Most staff felt that the on-going training had been helpful but noted

that, because they were so behind in their work, it was difficult to justify

spending time on on-going training. Most felt that their problems and

questions were being adequately addressed by the Senior Reviewer on a case-by-

case basis.

Lean_ Curve/workioad/Ca_ioad

In general, upper level personnel _ought the reviewers had a faster

learning curve than the reviewers themselves did. Most reviMrs felt it took

4-5 months for them to feel knowledgeable about and comfortable with their

jobs. Staff from both sites reported feeling a great deal of pressure and

stress during the pilot. Many expressed anxiety about never being able to

"catch up" and noted that this had negatively affected their ability to judge

their performance or the performance of the project as a whole. Several staff

mentioned that the caseload was singly too high to begin with and that, even

if the project had started on time, they would still not have been able to

complete the entire caseload. At the end of the project, reviewers were asked

to name what they thought a reasonable caseload might be, one which required a

steady work effort while not compromising quality. Almost all the reviewers

interviewed thought that a monthly caseload should consist of 12 cases as

opposed to the 14-15 cases per month they had been expected to average over

the course of the pilot.
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This concludes the description



....... 4. AIq_YSIS OF QC CP_E REVI_ TIRE

This section examines the time spent on review activities by first line

QC reviewers in the one-tier pilot project and the reqular two-tier system, as

indicated by the reviewers' time recorded on "job tickets." It has two

objectives: (1) to present a general discussion of job tickets and their

accuracy as a measure of work effort, and (2) to analyze the job ticket data

for differences between the one-tier (pilot) and two-tier (regular) QC systems

in the time required to complete reviews. Job tickets were received from

Missouri and North Carolina QC reviewers in both the one-tier pilots and two-

tier systems. In the pilot, job tickets were completed for the QC samples

drawn between October 1986 and September 1987. In the two-tier system, the

States agreed to provide job tickets for three of the twelve months--for the

period September to November 1987 for Missouri and for the period July and

September 1987 for North Carolina.

Desipn and Heasur_t Issues

A key element in evaluating the pilot project is the time needed by first

line reviewers to co_lete the reviews. In designing the pilot project it was

anticipated that significant savings in reviewer time would be realized from

(1) having a Verification Specialist perform some of the routine review

functions, (2) following a structured worksheet when reviewing cases, and (3 )

geographic clustering of cases. The extent to which these elements enhanced

reviewer efficiency should be reflected in the a-w_unt of time needed to

complete QC reviews, and in the time spent by QC reviewers on functional

activities such as home visits, verification, and travel.

Job tickets were used to obtain data on reviewer time by functional

activity. Both the pilot and the regular two-tier system used job
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tickets to record time spent c_ all functional activities from the beginning

: :?::: -' :(c0_o%zterv_rification and case record review) to the end (second-party .....

review) of the QC review process. The job tickets used in the two systems

were similar. 9 (A sample copy of the Job ticket used in the pilot project

and the associated instructions for using it are in Appendix B. )

To simplify the analysis, related time categories on the job tickets have

been aggregated into functional categories. For instance, the individual

categories of Home Visit, Verification, and Additional Verification were

su_d to produce one aggregate category--Verification. There are two

advantages to aggregating the components in this m_ner. First, reviewers may

have differed from one another in assigning particular activities to the same

category. Second, the individual categories on the early and revised pilot

job tickets in Missouri were slightly different (the early job ticket combined

verification and the l____e_Visit). Aggregating to the functional categories

provides comparability along both dimensions. The functional categories are:

o Computer Verification

o Case Record Review

o Verification Activities (Hcae Visit + Verification +
Additional Verification)

o Write up/Eligibility (Write up + Determining Eligibility)

o Travel

o Other (copying documents and s__nme_timesconsultation with other
reviewers concerning a case)

9/ The only difference was that the job tickets for the regular QC system did
not identify the individual reviewer. This difference was by design;
since there were so few job tickets per reviewer (an average of about 6 in
Missouri and 12 in North Carolina) over the three-month period, any
analysis of differences in review time by reviewer would have been
meaningless.
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For a given case, the time in each of these categories sums to the total

.... first-party review time spent by the QC reviewers.

Accuracy of Job Tickets

Data from the job tickets provide a rich source of detail on the QC

review process for individual cases. As with any measurement instm-eent,

however, questions can be raised as to the accuracy of the information

recorded on the job tickets. Two important data measur__nt issues are: (1)

how time was allocated for activities that involved more than one case, and

(2) how to correct for missing and incomplete data.

Certain activities of first-party QC reviews may be described as batch

activities, i.e., dealing with severaldifferent cases at the same time.

Examples of batch activities include drafting verification letters to

employers, landlords, banks etc.; sending letters for interview appointments;

and traveling to a location to conduct two or more household interviews. For

all batch activities the reviewers were instructed to allocate their time

proportionately across the affected cases. For example, if a reviewer

traveled to a town to interview two households, half of the travel time was to

be assigned to each case. Interviews with the reviewers indicated that they

encountered no important problems in following this proportional allocation

rule.

The job tickets from beth QC systems were generally complete with the

exception of data on the second-party review time for the pilot project. This

information was available for only a minority of the one-tier cases (15

percent in Missouri and 44 percent in North Carolina). Thus the analysis

below is confined to time spent on first party reviews.
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Job Ticket l_aiysis

· . .-;'.. -- .... ~'"

During the demonstration period October 1986 to September 1987, 2,535 w

cases were reviewed by pilot QC reviMrs (1,312 in Missouri and 1,223 in

North Carolina). These figures were drawn from the number of pilot cases

reported in each State on the FNS 380-1 computerized record. Information from

the 380-1 database was matched with job ticket files. Job tickets were

received for nearly the entire samples--1293 tickets (98.6% of cases reviewed)

were received from Missouri and 1200 (98.1%) from North Carolina.

Proportionately more job tickets were missing for error cases than for

nonerror cases. 10 (Appendix Table C summarizes this one-tier QC information,

by month and State. ) In Missouri the majority of cases without job tickets

were assigned toward the end of the project when operations had begun to wind

down. Since error cases were likely to be more difficult to resolve, and

consequently take more time, these were among the last few remaining difficult

cases and their information may not have been transmitted simply because the

project closed down. This cannot be the explanation in North Carolina,

however, because most of the missing cases were assigned in the earlier months

of the project. I1

In the regular two-tier QC system, job tickets were completed by State

reviewers on three sample months--September to November in Missouri and July

1_90/Errors in this section refer to cases with overpayment, underpayment, or
ineligible determinations.

11/ It should be noted that the %_2C 380-1 and job ticket error disposition
information s_n_e_timesconflicted. Such instances may have been produced
by arbitration and re-review. For the work effort component of the
analysis, the original findings were maintained, except when they were not
indicated on the job ticket. In these instances of missing information,
error dispositions from the 380-1 database were used.
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to September in NOrth Carolina. In total, 628 job tickets were received fram

- Missouri and 271 from NOrth Carolina.12 Like the pilot job tickets, not_all

two-tier cases on the WCC 380-1 database had job ticket information.

(Appendix Table D summarizes the characteristics of the two-tier cases without

job tickets. ) In Missouri 4 QC cases were missing job tickets and in NOrth

Carolina 29 were missing. In Missouri, 1 of the 4 was an error case and in

another the client was unwilling to give information (recorded as

incomplete )--the other two cases were correct. In NOrth Carolina, 28 of the

29 two-tier cases missing job tickets were errors--the one remaining case was

correct. 13

Job _e_Used_rArkll_is

The sample used for the following analyses consists of completed reviews;

cases that were not subject to review (e.g., a household never received food

stamps or was undergoing a fraud investigation) or incomplete (clients refused

to participate, had died, or moved out of state) were not included. These

cases were excluded because they generally required less time for a first-

party review and the proportions of incomplete and not subject to review cases

were quite different for the pilot than for the two-tier system (see Appendix

Table E). If a one-tier system were implemented the proportion

12/ While not requested, job tickets for an additional 232 negative cases-
-reviews of households denied assistanc: ....were received from North

Carolina. These were not included in the job ticket analysis because the
pilot did not review negative cases. On average, QC workers in NOrth
Carolina spent only 1 hour and 25 minutes to review these negative cases.

13/ The fact that these job tickets were missing and that the missing tickets
were disproportionately error cases was not discovered until several
months later when the job tickets received were matched against the WCC
380-1 data base. The State could not find the missing job tickets and
could not explain their absence.
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of incomplete and not subject to review cases should, presumably, approximate

that of the present two-tier system. Because the pilot sites had a higher

proportion of these two types of cases that required less time to review,

inclusion of these reviews would bias comparisons between the two systems.

For this reason, our analyses are based upon the subsamples of completed

cases. 14

_a_t.aticnof th. Learningcurve

Before proceeding to a comparison between the pilot and two-tier job

ticket data it is also imt_ortant to note that, because the majority of pilot

QC reviewers began the project with little or no QC experience, it is not

appropriate to directly compare their performance over the entire project with

that of the more experienced two-tier QC reviewers. O_e might expect the

times of the relatively inexperienced reviewers to be longer for the early

months of the demonstration. As time passed and they gained more experience,

their times should have declined, exhibiting a learning curve effect.

As expected, there is clear evidence of a learning curve (see Appendix

Table G for the average time spent by the month the cases were completed);

however, it is not clear that only the initial months should be dropped from

the comparative analysis. There are at least two reasons to expect that the

work done on cases completed after October 1987 may not be representative of

how the one-tier system would operate on an on-going basis: (1) some reviewers

left and others were distracted by searching for another job, and (2) it is

unclear how the recording of review time may have changed near the end of the

project after new cases were no longer assigned (the last set of cases was

assigned in late September and early October 1987 in North Carolina and

14/ The number of completed cases by reviewer and average review times by
functional component are shown in Appendix F.

-39-



Missouri, respectively). This reasoning suggests that cases compieted in the

]niddle of the demonstration period w_atld provide the best basis for .

comparison.

Regression analysis was used to determine with more precision the shape

and extent of the learning curve within each State and system. The main

advantage of using this methodology rather than simply the information

presented in Appendix Table G is that the time trend, or learning curve, may

be separated from month-to-month changes over time caused by changing error

rates. Regression analysis was applied to each of the four samples -- the

pilot reviews in each State and the two-tier reviews in each State. Within

each sample the regression models identified the effect of the month the case

was c_leted (also referred to as ccm_letion month) and the effect of error

status upon total review time.15

Repression of Pilot SenSe

Table 4.1 reports regression coefficients of hours per first-party review

for the pilot sample, by the month the case was completed. (A full

description of the methodology used for these models may be found in Appendix

H. ) The estimates confirm our expectations regarding the existence of a

substantial learning curve. Both States clearly show a general decline in the

estimated time for reviewing correct cases. In Missouri this time fell from

11.5 to 6.8 hours (between January 1987 and March 1988) and in North Carolina

15/ The r-squared statistics for the models presented in this section will
generally be low--between .03 and .20--indicating the models do not
explain much of the variance in total reviewer time. However, the purpose
of the analysis is not to determine the predictors of review time, but
rather to determine the effects of when the case was completed and error
status upon review time. Only if those omitted variables that may explain
reviewer time are correlated with when the case was complete or error
status, will the estimates of the learning curve and the effect of errors
be biased.
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from 11.2 to 7.1 hours (between January and October 1987). The estimates for

...... correct cases in MiSsouri show that average review time appears to stabilize

for the August to November 1987 period, and then fall again until March.

Because of the likelihood that the drop at the end of the pilot period was due

at least in part to factors other than continued learning, we have chosen the

cases completed between August and October 1987 as the best reflection of how

much review time would be required in a mature, stable one-tier system in

Missouri.

'l_:L].e 4.1

Estimated rfrst-Party Review
in the Pilot Sites

by State and Error Status

Missouri North Carolina
Completion Correct Error Correct Error
Month Cases cases cases Cases

Hours

12/86 9.85 8.81 10.93 10.93
01/87 11.52 11.92 11.24 14.05
02/87 10.13 10.53 10.67 13.48
03/87 10.21 10.61 10.45 13.25
04/87 9.00 10.67 10.30 12.60
05/87 9.60 11.27 8.72 11.02
06/87 9.47 11.14 8.42 10.72
07/87 8.83 9.74 8.63 10.91
08/87 8.22 9.13 8.02 10.30
09/87 8.00 8.91 8.37 10.66
10/87 8.21 8.87 7.15 9.39
11/87 8.06 8.71 7.39 9.62
12/87 7.92 8.58 7.87 10.10
01/88 7.17 8.29 8.06 9.49
02/88 6.96 8.08 10.13 11.57
03/88 6.75 7.87 8.71 10.15

The same concerns as to the nature of the work done in the initial and

final months that were present for the Missouri data also apply to the North

Carolina pilot data. The estimates for the correct cases display three very

distinct phases: (i) an initial period from December 1986 to April 1987 with
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high but declining review times, consistent with a learning curve, (2) a

period of five months beginning in May 1987 that show fairly constant review

time, and (3) the last six months of the project (October 1987 to March 1988)

which show no clear pattern. Using the same criteria that was employed to

select the steady state period for Missouri, we have chosen the cases

completed between May and September 1987 to represent the steady state of the

pilot operation in North Carolina.

The estimates in Table. 4.1 indicate that review time of error cases

generally declined over the course of the project. On average, the time

required to review an error case compared to a nonerror case was about one

hour more in Missouri and two hours more in North Carolina.

Re_ressic_ of Two-tier SamDle

A similar regression was used to analyze the two-tier data. The sample in

this analysis consists of the complete North Carolina two-tier cases drawn

from the QC samples for July, August, and September 1987 and the complete

Missouri two-tier cases from the September, October, and November 1987 QC

samples.

Table 4.2 shows the results of this regression. (See Appendix I for a

description of the model and its par_ters. ) Review time for correct cases

was less in Missouri than in North Carolina--around 8.3 hours in Missouri

compared to 9.3 hours in North Carolina. The difference is more marked for

bhe time to review error cases. Average review time in North Carolina was

unaffected by the presence of an error, while in Missouri reviewers required

approximately two and a half additional hours to review an error case compared

to a nonerror case. The interpretation of this difference is not clear. It

should be noted that the North Carolina t_o-tier reviewers are the group

missing job tickets for 40 percent of the error cases (as shown on the I_C
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_e 4.2
' "7 £'. ..-_- _"_ .'

Estimated First-l_arty Review
in the Regular O: System
by State and Error Status

Missouri North Carolina

Completion Correct Error Correct Error
Month Cases Cases Cases Cases

Hours

07/87 6.94 6.92
08/87 9.04 9.02
09/87 8.50 10.90 9.32 9.30
10/87 8·17 10 ·57 9·51 9.49
11/87 8.62 11.02 9.54 9.52
12/87 8.54 10.94
01/88 8.45 10.85
02/88 7 ·86 10 ·26

380-1 database). If these missing error cases required significantly more

time than the included error cases, the conclusion that these reviewers

finished error cases as quickly as correct ones would be inappropriate.

Since the QC reviewers in the two-tier system were more experienced than

their pilot counterparts and did not have the problems associated with

implementation and phase-down, one would expect to see little variance of

first-party review time with respect to the completion month. This hypothesis

is supported by the relatively constant average review times across months

within each State.

To summarize the results of the above comparison_ within and between the

two QC systems:

o A learning curve (of similar magnitude) is clearly present in both
pilot sites.

o For the North carolina one-tier pilot, the cases completed between May
and September 1987 provide the best example of a mature, stable QC
review process. In Missouri, the stable period is between August and
October 1987.
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o The presence of an error significantly increased review time for the
' -.....i' -one-tier:.'$ystemin both States, with the effect slightly stronger in . .

North Carolina.

o Error cases significantly increased the review time in the Missouri
two-tier system, while review time was about the same for error and
nonerror cases in North Carolina. However, this result for North
Carolina may be biased as the estimate is based upon only 60 percent
of the error cases·

_rison of Pilot and Twu-Tier First-Party l_-view Time

The main purpose of the preceding regression analysis was to determine a

period when the pilot work effort was not distorted by inexperience or

conditions specific to phasing down the project. Having established a set of

cases that appear to have been completed during a steady state, these cases

will now be compared to the two-tier data.

Our analysis of the differences in review time between the pilot and the

two-tier regular system was done separately for Missouri and North Carolina.

This was to ensure that differences between the two states that were unrelated

to differences between the two QC systems did not distort the comparison

(e.g., one state having a much higher proportion of clients with earnings. )

Table 4.3 below presents the estimated times for first-party reviews

under each system in each State. (The models and methodology used to produce

these results are described fully in Agpendix J. ) In Missouri, there is no

significant difference between the two QC systems in the time to complete

correct cases. For error cases, this result does not hold. The Missouri

review time in the pilot project appears to be relatively unaffected by errors

(an additional effort of approximately 9 minutes), while review time of error

cases in the two-tier system was approximately 2 hours more. Comparing the

average of correct and error cases (weighted by the probability the case was

in error) indicates that reviewers in the pilot project spent 35 minutes less,

on average, than their two-tier counterparts.
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Table 4.3

Estillted: First-Party Review Time In Bouts
by QC Systea, by State, and Error Status

Correct Cases Error Cases Weighted
Average

Review No. of Review No. of Review

System Time Cases Time Cases Time

Missouri Pilot 8.41 205 8.56 60 8.45
Missouri Two-Tier 8.41 474 10.88 122 9.04

N.C. Pilot 8.39 348 10.74 79 8.92
N.C. Two-Tier 9.26 219 9.18 40 9.24

In North Carolina, the review time of the two systems is quite different

for both error and correct cases, but the effects offset one another. Pilot

reviewers completed correct cases almost an hour faster than regular two-tier

reviewers, but were an hour and a half slower for error cases. After

adjusting for the error incidence, pilot reviewers required 20 minutes less

than their two-tier counterparts for an average case. Again, the odd result

that the time taken by regular QC reviewers in North Carolina was

approximately the same for correct and error cases should be noted. If, as

discussed earlier, the estimate of review time of error cases is biased

downwards because 40 percent of the job tickets for error cases was missing,

the actual difference in average review time cases between the two systems in

North Carolina would be more than 20 minutes.

Analysis of One-_er Innovations

After analyzing the total first reviewer time in the preceding discussions,

it is useful to consider the proportion of total review time spent on the

functional components to e_am_ne the effects of the pilot innovations (i.e. the

structured worksheet, use of a Verification Specialist, and geographic
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clustering). As before, the sample for this analysis is comprised of all of

the two-tier cases and those pilot cases that represent a steady state.

Table 4.4 compares the proportion of total QC reviewer time spent on each

of the first-party review functional categories, by State and system. The data

do not allow complete separation of the effects of the specific innovations,

but they are, nonetheless, suggestive.

Table 4.4

Proportion of TOtal 1st Reviewer
spent in Functional ca_-gories by state and System

Case

Computer Record Verific. Write up/
State/System Verific. Review Activities Eligibility Travel Other

Percent of Total Time

MO Pilot 3.1 16.1 26.8 31.2 18.8 0.41
MO Two-tier 3.6 17.0 21.9 39.4 13.2 0.49

NC Pilot 3.5 18.2 26.1 30.8 19.2 0.22
NC Two-tier 3.6 14.8 24.1 33.1 18.1 0.67

The proportion of time spent writing up the case and determining

eligibility is less in the pilot sites, particularly in Missouri (31.2 percent

compared to 39.4 percent in the two-tier system). This same pattern is

illustrated, to a lesser degree, in North Carolina. These differences between

systems may well stem, at least in part, from the implementation of the revised

worksheet which simplified recording procedures. The differences in proportion

correspond to about 45 minutes in Missouri and 15 minutes in North Carolina for

a case requiring 9 hours of review time.

Estimates of travel time might be expected to reflect effects of geographic

clustering. If there is an effect, it is not in the expected direction. The

data show two-tier QC reviewers spending a significantly lower proportion of
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time on travel in both states, with the Missouri effect again being the more

Pronounced of the two. The differences may be explained by the number of

reviewers in each State. The two-tier system in Missouri employed 53 reviewers

compared with only 8 to 10 for the pilot. The 53 reviewers were more uniformly

distributed across the State, allowing individual reviewers to spend less time

traveling. In North Carolina the regular two-tier system had 26 reviewers

compared with 8 to 10 for the pilot. In effect, the larger number of reviewers

in the regular QC system allowed for a greater degree of natural clustering

than was possible with the 8 to 10 reviewers available in the pilot sites. It

should also be noted that in neither State was it clear that pilot reviewers

were in fact able to organize their caseloads to take advantage of geographic

clustering.

The data for ccm_outerverification (performed by a Verification Specialist

in the pilot project and by a mixture of reviewers and clerical staff in the

two-tier system) show some slight evidence of time savings. However, the

absolute amount of time spent was so =_mall that these small differences in the

fraction of a case's total time devoted to this activity are relatively

negligible. The 0.5 percent difference in Missouri translates to approximately

] minutes for a typical 9-hour case. In North Carolina the difference

corresponds to about 1 minute.

S_ar Z and Caveats

The analysis of work effort based upon job tickets for the one-tier pilot

and the regular two-tier system generally reveals small differences in the time

necessary to complete cases. After adjusting for the incidence of error cases

within each State, the pilot reviewers in Missouri required 35 minutes less for

an average case than their two-tier counterparts (8.45 hours compared to

(9.04).
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In North Carolina the difference was about 20 minutes, again favoring the pilot

"_ project':(8.92:h0urs in the pilot and. 9.24 in the two-t/er). Although t_. times

for an average case are relativelysimilar within each State, the times for

error cases varied a great deal. The North Carolina two-t/er and _lissouri

pilot reviewersprocessed error cases about as quickly as correct cases,

whereas the North Carolina pilot and Missouri t_o-t/er reviewers required

a_roximately two ackltt/onal hours, relative to correct cases. These

differences suggest that the different review systems may not be processing

error cases in the _m_ m-u_er, thou_ the low proportion of Job tickets c_

error cases returnnd by the North Carolina two-t/er system makes this

conclusion suspect.

The estimated times were based on the entire group of Job tickets received

for all complete two-t/er cases for three months and a steady-state subsample

of the complete pilot cases. The _e was drawn to obtain cases that

appear to be unaffected by initial difficulties (inexperience and _f_ii_
'r

implementation problems) or biases introduced in the pha_. This ' ;/;_>i_
· _

mibs_m_le _llld be representative of _ the al"m,-tier _tem would perform

an ongoing Basis. '?_

The innovations introduced inte the pilot project appear to have had _<_'_
· .j_

varying effects. The structured _rkshset probably had a significant effect i n` _

reducing the review time to deterBJM eligibility and write up the case in the _,_

pilot sites (in Missouri this difference was about 45 minutes, in North i?_

carolina it was approximately 15 ELnutes). ;::?·¥'_

Any effects caused by the geograla_c clustering of cases in Missouri are _ L_':'_'

unclear for two reasons: (1) it il not apparent to what extent this practice _*:

was followed in the pilot project, and (2) the two-t/er system had -_ny more : i,_?_

reviewers (53 in Missouri and 26 in North Carolina) who were better distributed ;_,_

across the State, thereby reducing average travel time. ,_'
· '/-
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Finally, the impact of the Verification Specialist at=pears minimal--pilot

" -review .time-was less by approximately 3 minutes in Missouri and 1 minute in_ . ... ......

North Carolina. Also,. these estimates may not be representative of the

Verification Specialist'sperfor=m_ceon an ongoing basis because equipment and

· implementationdifficultiesmade it more difficult for the Verification

Specialist to perform her duties.

The results abov· should be interpretedwith caution for at least two

reasons. First,.though the analysis here indicates the pilot sites wer_ able

to complete cases sli_tly faster then their two-t/er counterparts, it is not

clear to what extent the pilot project was adequately staffed in each State.

Interviews with the pilot reviewersindicated they felt the workload was heavy,

and at times, even overwhelming. But the reviewers in the regular QC system,

especially in North Carolina, also complained of a heavy workload.

A second consideration is related to the fraction of the first-party

reviewers' total work hours that were reco_d on the Jobtickets (where total

work hours are defined as the number of paid hours net of holidays, sick days,

and annual leave). Only about 55 percent of the total work hours were recorded

on job tickets in the Missouri and North Carolina pilot projects.16 These

relatively low proportions are surprising since most of the pilot project _:¥

reviewers in both sites felt their workloads ware generallyvery heavy. Such ..',_,_

low proportious indicate that the average tile recorded on the Job tickets <_:,
l

understate the true work effort. _ro inferences re, talin9 the shape of ..

the learning curve for a given State and _ system should not be affected

16/ This probably explains the difference in review t_me between an earlier
FNS survey which indicated an estl_ted review time by regular 0C reviewers :
of 13 hours per case and the review tim on the Job tickets of
approximately nine hours per case.



unless the proporti .ch of total tim recorded on the tickets had c_siderable

.... "-'_th to month Variatiozl "(such _thly data were not available)..On the O..t.h.er . ....

hand, if the proportions o[ total time recorded on Job tickets were quite

different' for the two systems within a given State, one might conclude that the

average time recorded on job tickets is not comparable across systems. Such

cir_a_nces would challenge the validity of our conclusion s that pilot

reviewers were approximately 30 minutes faster, on average, than their t_tier

counterparts in each State.

Cceqmrable estimates of the proportion of total work time recorded o_ job

tickets for the regular QC sl_te_ are more difficult to compute because-there

are no data indicating how individual reviewers split their time between food.

stamp, AFDC, and Medicaid reviews (reviewers in the pilot project c_ly

conducted food stamp reviews). Using the assu_tic_ that._'DC and Medicaid

reviews required the same A_mt of time as those for Food Stamp cases, the c,-

proportion of total time recorded on job tickets for the two-tier reviewers is .::_

about the sam as for the pilot revievers -- approximately 50 percent. ):(

Information recorded on the Job tickets does not address the quality ot the (,::.:

reviews. The analysis in Section 5 explores, this 18sue _rther with respect to ::::_,

error rates _eported by the two systems. .. · :?: _--

F_
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· . ..... · . .-_ .'.. . .

A major objective of a quality-control syst-, for food st_--_s is to

estimate the extent to which eligibility workers in a given state are making

errors in the determination of allo_--nts. In this section, the error rates

for the one-tier pilot and the two-tier regular systems are compared.

The purpose of this analysis is to determine (1) whether there are

differences in error findings between the two QC systems, and (2) whether

those differences remain, after controlling for differences between the two

samples that might be related to the difficulty of the cc.pleted cases.

The error rate, which is the focus of this section, is defined as the

dollar error A_unt expressed as a percentage of the allotment level. It is

used by the Federal Goverreeent to assess State performance relative to a

legislated standard and by States to assess their own perioreance..._.._/._. :,.._:_

The impl__m_-____ntationof the pilot involved changes that might lead to either <:/_

an increase or a decrease in the error rate relative to the rate observed in :._

the regular QC system. As implemented in Missouri and North Carolina, the ...._.:._:''''*

one-tier pilot used stre_l ined procedures such as centralized verification :!

· '-¥_ ,¥ ,j

and structured review worksheets and interview formats. On the one hand, :_j_

these changes should have saved the reviewer's time for reallocation to more "

difficult verificationquestions. On the other hand, the detection of more _

errors might be expected under the regular OC system than under the pilot !:>'"_:'_'i

simply because a subsemple of records receive a Federal Validation re-review. __'_::_J/_!

In the pilot, only error cases were re-revim_d by the State (except for a · :%!i:_;._
.:_'?_._

validated subsample of 400 cases in Nissouri, discussed later), rurthemore, ":_

the regular QC system involves more _ reviews at the State level. ,;_

The ccmparison is further cc._ltcatadbecause the regular _C system has been

J
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in Use for _re_ny'Years, making it imm,e fr_ any start-up problems involved in

-_pi -_tng .the pil0t, - ......... ._

types o£ analyses of error rates are reported. The first is a direct

comparison o£ the error rates £or the one-tier pilot and t_-tier reqular (_

systems'. This comparison is only appropriate if the true error rates in the

· two samples are the same. The question then, is, how much of this error was

detected bY the reviewers in each quality control system. If the difficulty

of the caseloads and the ability of the eligibility workers for the two

systems are the sam, any dii£erences in error rates should re£1ect

differences in the abilities of the system to detect errors. In a seccai

analysis the presumption that the true error rates are the ss_m for the two

samples is relaxed. A set of control variables (such as amount of earnings

and nua_r of case members in the revie_wd cases) which the literature

suqqests is related to error occurrence, is introduced into the model. This

allows us to ask whether, after controllinq for caseload di£iiculty, the pilot

and the reqular 0C system periom equally well.

Caq_aris_ o£ _rror Bates of the Pilot and the T_-tier QC Syste_ _

Error rates were constructed for both the of_-tier pilot and the regular' _a_

OC systems. The 'error rate' is the average error amotmt divided by the _:_· _??.

average allo_e---nt __--_mt. In the pilot system this is straightforward. In _',:

the t_vo-tier reqular system, the average error amount is a weighted :;;?_:}

combinationof the error m_ounts found in the State first tier and those found

in the 400-case subeample re-reviewed by the Federal second tier. 17 Separate :.;';?;i,,,

17/More detail on the method of calculating the error rate can be found in
Appendix _.
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rates are calculated for cases with overpa_ent and ineligibility errors and

for cases with underpayment errors.

Overt !_£or Rates

In the pilot system, calculation of the error rates for overpayment errors

(which include ineligibility errors) is done using the _1 se_le of complete

cases. 18 For this analysis, underpeyment errors are treated as non-error
.

cases, with error _meunts set to zero. The average overpayment error is

simply the average of error amounts for all cases in the sable. Estimates of

the unadjusted error rates for the pilot are in row i of Table 5.1. Estimates

adjusted for non-completed cases are in row 4. For !ttssmLri, the pilot error ' :

rate prior to adJustmnt is 5.56 percent. The adJustmnt for non-completed

cases increases the rate to 5.69 percent: For North Carolina the pilot error

rates are somewhat tttgher--5.95 percent for the pre-edjus_mo_t rate and 6.13 . :_:,_"-

percent for the adjusted rate. Thus, the adjustment for incomplete cases has _;

little effect on the overall pilot error rate in either State. _::.

In the regular t_-tier system, calculation of the error rates is scee_at ,_:::::?_;_

more complicated. The final error rate is a c_-_ination of the finding s of _)_

l

the State reviewers and the findings of a Federal re-review of a 400-case

subse_le. The average error Mrqtnt found by the Federal re-reviewers in that i _:_. :· _

subea_le is adjusted to take into account the d_fferences between the sample _iiif_!

of the 400 cases and the full sample, as _11 as to adjust for c_Lfferences , _ i!i?i['
within the 400 subsm_le between the Federal and State findings. _??i_,

18/ In Missouri, 13.8 percent of the pilot cases and 14.6 percent of the State :_;_
-- ump, le of regular (_ cases had overpayment errors. In North Carolina, the _

correspondinq percentages were 14.3 percent and 12.1 percent. ._:j::[:[_
_
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· _le 5.1

O__t Error Rates for _Luou_ and N. C_1t_

Missouri North Carolina
Pilot:

1. Error rate before adjustment
for non-completed cases 5.56% 5.95%

2. % cases comp!eted / # cases 1172/1312 1055/1223

3. Standard error of error rate 0.59% 0.65%

4. Error rate adjusted for
non-trailered cases 5.69% 6.13%

Re_/ar QC system:

5. State estimate of error rate 5.34% 5.35%

6. # cases completed / J cases 2419/2540 1167/1222

7. Error rate after adjustment
for Federal re-review results* 5.55% 7.30% -_

8. Standard error of error rate · 0.39% 0.68% :[,_,_/_9. Error rate after adjus_nt
for non-completed cases 5.59% 7.33% ._

Difference between regular QC i_:i,%
and pilot error rates: ui?

10. Regular QC minus pilot error rates _;/?
before adjustment for noncce_letion -0.01% 1.35%

11. Regular QCminusptlot error rates

after adjustment for noncompletion -0.10% 1.20% *

12. Standard error of adjusted difference
assuming zero cowariance 0.71% 0.94%

13. Test-statistic of a_Justeddifference -0.14 1.28 i

· Regression equations relating Federal re-review overpayment ,
error amounts to State error amounts (£egulag QC system): _

Missouri: Fi - -0.0125 + 1.04 Si N-408 _/('_;_

North Carolina: Fi - 2.79 + 0.960 Si N-400 _=;

-54-



Estimated error rates for the regular two-tier CC system are also

presented in Table 5.1. Row 5 contains the estimates of the unadjusted

overpayment error rate based c_ the initial State findings. In both MissOUri

and North Carolina, the error rate based on State findings is approximately

5.35 percent -- smaller than the pilot estimates in both States (bM 0.22

percentage points in Missouri, and bM 0.60 points in North Carolina. )

Row 7 contains the estimates based m the adjusted Federal findings. Xn

Ntssouri, there is little difference in the estimates based on the Federal re-

review: the error rate increases bM 0.21 percentage points to 5.55 percent.

In North Carolina, however, the re-reviev yields a roach hiqher error rate.

The resulting error rate is 7.30 percent, higher than the original finding bM

almost 2 percentage points. (The reqressions used to construct the adjusted

findings are located at the bottom of Table 5.1. )

Finally, Row 9 contains the reqular system estimates after adjusting for [i'i_

non-coo_leted cases. Once again, there is little change in the final rates: :

the Missouri rate increases bM 0.04 percentaqe points (to 5.59 percent), _l_Lle -

the North Carolina rate increases by 0.03 percentage points (to 7.33 percent). :_]

The difference in the final adjusted overpayment rate between the cfm-tier _i_j_._._,pilot and the regular two-tier systm was larger in North Carolina than in _._:_

Missouri. In North Carolina, the final adjusted overpayment rate is 6.13 ::_,

percent in the pilot and 7.33 percent in the regular system, a difference of _?:

1.20 percentage points (roy 11) Nhile sizable, this difference is not :_(i'_,;}_
statistically significant. 19 ?he rough equality of the error rates from the :_

?

19/.A test of the hypothesis that the statistics are equal (under the _;
conservative as_ .-.ption that there is sezo covariance of the payment ;:-_
errors) yields an approximately normLUy distributed test statistic of
1.28 with a marginal significance level of 20 percent for a two-tail test.
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requla_ QC system State £indings and the pilot suggests that the di££erence in

....... · l_e'-outcc_"i_'due priearily :to the Federal re-revieM in the. regular 0C.· . ............ . ..4

systen. AdJus_*mnt for non-co_leted cases also makes little dif£erence.

That adjustment reduces the difference between the pilot and regular 0C system

error rates by only 0.15 percentage points, approximately 12 percent.

In Missouri, the pilot and regular system error rates alter the Federal '

re-review are A_-_st identical. Prior to adjustment for non-cc_lete cases,

the difference between the two rates is only 0.01 percent. The dl£[erence

between the adjusted rates is only slightly larger -- 0.10 percent. There are

conceptual reasons to expect each system to per[om better than the other, but

the fact that a fledqlinq system performs as well as a system that had been in

use [or ___y years is surprisinq--particularl¥ since, u shown in Sectic_ 4,

the pilot spends siqnt[icantly less time c_ error cases than does the regular

0C system. , ::-

._._
.?
_f

Throughout this section we test hypotheses using t_-talled tests at . .:,:_
the ten-percent signi[icance level. This mans that the probability that _''_
we improperly reject that the true value is zero is ten percent. This is :._.
referred to in the statistics literature as a type I error.. Our use o£ _[i_.:
this hypothesis test has ia_licati_ts [or the probability o[ a type II ;_j
error: that is, the probability that w accept the hypothesis that the ,_,-
true value is zero _ it is not zero. ;:_:;

. j?:

For example, in North Carolina, we obtain a point estimte o£ the .;; :_:_
dif[erence in the error rates across system o[ 1.20 percent. Using a ;_i

_a_-tailed test with a ten percent significance level, we accept the ii[:[ .__;)_._,hypothesis that the di[ference in error rates is zero. Nots, however,

' that if the true dt££erence in the error rates is 0.94 percent (cue , :.._,standard error above zero), the probability o_ reJectinq a zero _:.._

di[ierence, using the ten-per_t si_t£icance level, is only 26 percent. _ _
If the true dii£erence in the error rates is 1.87 percent (two standard '_
errors above zero) the probability ol rejectin 9 a zero difference >,._
increases to 64 percent. Only ii the true difference in the error rates ......_:_:
is close to three standard errors [rca zero will the probability o[ _;:;
rejecting a zero difference be above 90 percent.
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Onde_ Error Bates

Calculation Of error rates for underpaymenterrors also uses the full

sample for completecases, zn thiscase, overpa_entaandpayments to non-

eligibles are treated as non-error cases and set to zero.20 Estimates of the

underpayment error rates are shown in Table 5.2.

IffNorth Carolina, the estimate of the underpal_mn,t error rate for the

pilot is 4.10_pe=cent(rcm 4), followingadJus*_--ntfor mm-ccqaletad cases.

The estimate for the regular system based solely on the State error findings

is 3.08 percent (row 5). The Federal re-review increases the error rate to '

4.86 percent(row 7)priorto adjustment for non-completed cases and to 4.91

percent (row 9) after adjustment. Bowever, the differencebetween the final

regular system findings and the pilot findings is not significantlydifferent
/.

from zero (row 13). ._hese results provide further evidence that the pilot -

·':,' ..j-

reviewers and State regular QC reviewers performed about the same in North ._::_]
9-

Carolina and that the difference in the underpal_enterror rate is due largely ?_
to the Federal re-review. -_

In Missouri, the unde_t error rate in the pilot (after adJus_m_nt :_:_

for non-completed cases) is 1.99 percent (row 4). In the regular system, the ,_,,

error rate based on the State's findings is 2.49 percent (row 5), SOlm_hat ',_'-"

larger than the pilot finding. _he Federal validatic_ re-review increases the ......
_a_f

estimated error rate to 3.07 percent (row 9). The difference between the 'i(i_i._

pilot error rate and the final regular system rate is statistically .,:_:::_[_

significant '*_"_[ff__

::_? .....

20/ In Missouri, 6.1 percent of the pilot cases had ur_lerpalments as compared ,_
-- to 7.9 percent in the State findings for the regular QC cases. In North : _;

Carolina the pilot unclear incidence rate was 8.3 percent, while the :_
State regular OC rate vas 6.5 percent. ,?-_

-57-



Table 5.2

-" ". "-. '"-__t _ror Rates for Ni_i and N. _im_ .... -..

Missouri North Carolina
Pilot

1. Error rate before adjustment
for non-completed cases 1.94% 3.94%

2. % cases completed / # cases 1172/1312 1055/1223

3. Standard error of error rate 0.31% 0.59%

4. Error rate adjusted for
non-completed cases 1.99% 4.10%

Regular QC system:

5. State estimate of error rate 2.49% 3,08%

6. # cases completed / %cases 2419/2540 1167/1222 ·
z

7. Error rate after adjustment
for Federal re-review results* 3.04% 4.86%

8. Standard error of erro r rate 0.24% 0.48%

9. Error rate after adjustment
for non-completed cases 3.07% 4.91%

Difference between re_lar QC '""'
and pilot error rates:

10 Regular QC minus pilot error rates '::[<_;

before adjustment for nc_ccIpletion 1.10% 0.92% ..:'_:_,

11. Regular QC minus pilot error rates _.??:
after adjustment for nonccm_letion 1.08% 0.81% ._.'_::

12. Standard error of adjusted 4ifference ": _::
assuming zero c_mri_ce O. 39% . O. 77%

13. Test-statistic of adjusted difference 2.77 1.05
Y ,_,3

_/¥

· Regression equations relatin_ Federal re-review overpayment

error amounts to State error amounts (regular QC system): .. <.:
. _;._ _'.

Missouri: F i - 0.728 + 0.988 Si N-408

North Carolina: Fi - 2.61 + 0.775 Si 1%-400
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at the 0.5 percent significance level (t_-tailed). As before, the impact of

the adJus_nt for non-completed cases is small in both QC systems.

These results sucjgest thatthe reqular QC system tends to detect more

underpayment errors than the pilot. It should be noted, however, that this

outcome is largely a result of the Federal re-review.

Srror _l_is of Pilot _e Re-revie_d by Xissouri

In Missouri, a subsa_le of 400 cases drawn from the pilot sample was

subjected to a re-reviev by the State. i_ese cases were intended to provide a

more direct cco_riscn between the pilot and the State review in the reqular

QC system. The asstulpticn was that the reviews wc_td be independent, implying ' _
_

that the State's re-review in the pilot would be cm_rable to the State

review in the regular QC system. This Would then allOW direct comparison '4.

between the pilot and an elm_t of the reqular QC system. , _.._,__,,,._,i_..(_,.,_-_'-

In actuality, the data do not provide an unbiased cceq_riscn between the · ?-;_f

two systems. The first-party State re-reviewers in the pilot worked with no ;:,

knowledge of Federal findings; but second-party re-reviMrs did have access ; _;;;,_

to the Federal findings. Thus the reported findings by the State may have ;_'_,.:_
been influenced by the Federal results. 'i[_

_,_j_

'3,,,X_A

provide the best estimate of the true error rate: two sets of reviewers have . ;:;:i!__

arqued over what the true findings should be and where diseqreeamnts re_ained'//._{(.!_

an arbitrator's Judgement prevailed. Second, this sample__provides anothe r 'i_!?T;""__-:-'_,m

measure of the value of a second review by an outside party. ' ' _:j_

overpalmpmt error incidence rate for this sample reveals that "' _;=_
The final

17.3 percent of the pilot QC cases in Kissouri are in error. This measure is ::_
· j

?,

i'
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based on the results of the State and pilot fhxtings, together with the

.decisions.' of arbitrators--for cases that could not be resolved. _l_is error .. ......

incidence rate is significantly larger than the pilot finding of 13.1 percent.

The final average overpayment amount is also larger than that found by the

pilot project. The pilot review found an average error s--_mt of $8.45, while

the final amount was $8.84. These two sets 'of findings, however, are not

significantly different at the 10 percent significance level.

The underpayment incidence rate is also significantly higher in the final

deteminati_ of findings than in the pilot only findings. The pilot findings

show underpayments in 4.5 percent of the cases, while the final case

detemination shows 5.8 percent of the cases with underpalnaents.

The average underpayment____amtbased o_ the pilot findings is $1.48. The

final determination shows an average underpaymentof $1.69 -- a difference

that is statistically significant at the 5 percent level.

These resulta provide evidence that a second {outside) review may serve to ;,,;,

increase the ability of the overall system to find errors. Because the State ,i_.:[[·

reviewers knew the pilot findings,however, this is not evidence of what the 'j__.

State reviewers in the regular system might have found if given the pilot ?_

caseload. Such evidence would require that each system be presented the same .'_-_,ij/"'_i;ii_·

cases for analysis, without any info_on concerning 'the findings of the .¥_

other system :
'%.!

C_pariscn of the Characteristicsof the Pilot ami _jular QC Samples j:_

iThe ccuparison of the raw ercor amounts is only meaningful if the .,

difficulty of assessing the proper palment for the cases in the two samples is _

comparable. It is possible that, li_ly by chance, the characteristics of the !..,.(._

pilot and regular two-tier system samples could differ, resulting in different .z
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error rates. To assess the c_:ar_bility o! the cases in the pilot and

regul&r aSmtem sables, this sub-section compares average error ---un ts in the

two samples, c_trollinq for a set of case characteristics that have been

shown 21 to be associated with the amount or incidence of errors·

One way to get an idea of the similarity of the s--T. les completed by the

two QC systems is to run a regressi °n relating the type of QC system reviewing

a case to the characteristics of that case. 22 (Regressicem for each State,

relating the CC system reviewing a case to a set of variables _t to

affect the error amount o£ a case, are reported in A_xmclix N. ) The results

of these regressions are quite different for the two States. In Missouri,

only 2 of the 10 variables hypothesized to affect error amounts or incidence

are significantly related to the type of QC system. Both (number of

deductions and total case earnings) have effects consistent with the

hypothesis that the rec3ularsystem had less difficult cases for review.

In North Carolina, the res=Itsare very different. Seven of the ten

independentvariables in the North Carolina sample have statistically

significanteffects. Five of these variables have effects that match those
"?.

expected if the pilot had less difficult cases for review. For exanple, cases
;, f!

with more household members had a significantly higher likelihood of being in y':'

the regular CC sample. If the pilot workers did not conplete more difficult ._

cases, for whatever reason, we would expect they would have fewer cases with a /

21/ Michael Puma and Devi4 Roaqlin, The !f£ect of Caseload Characteristics and _i/,_;__
-- Socioeconomic_ticem on Food Stamp Payment Error RateS, Abt AsS0cia-_ ':/)-_')_

Inc., Cambridge, MA, June 1987. .%

22/ Appendix L presents the means of & nt_ber of variables for the pilot and
regular QC samples in North Carolina and Missouri The evidence shows ,:_
some differences in North Caroliml in the characteristics of the pilot and
regular CC samples. In parttcul_, the recjular system has a higher 'i[
average nmnber of SSI recipients pe_ case, more unearned income and
assets, but lower average _ _ta. In Missouri, the two s_mp.les _:
appear to be more closely matched.
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lot of houetold _rs. This w_uld imply the observed ralaticemhip: cases

:wi:b%a. rela .t/_ly lil'gh number of a_bers are less likely to be in the pilot _.

sample. No data are available that allow us to separate whether the pilot had

easier cases because bhey did not complete hard cases or simply as a result of

the "luck of the draw." But, the strength of the relationshLpsbetween the

type of (lCsystem and the variablesdescribing difficulty of the caseload

makes it seem unlikely that the relationshLpsresult from luck alone.

Two clear implicaticxmemerge from this ana!ysis. First, it is necessary

to ccGtrol for variables that affect error Am_amta before drawing any

conclusions about the relationship between error amounts and the QC system,

Second, if variables that are not included in the regression are related to

both the error ___unt and the QC system, we will get biased estimates of the

difference between the samples. _his bolds whether the relationship between

the c=ttted variables and the QC system is due to chance or to high

completion rates that are related to anticipated error _camts. _¥:.

Cc_mris_n of Error i_mmts Cantrolling for Case Gharacteristtcs

To examine the possibility that findings from a direct cceq:arison of the :._'/

error ___mounts for the pilot and regular QC system may result iron differences Q:i

in the caseload difficulty rather than differences in the QC system, we use .... <*:_,

two types of regressicrm to control for case characteristics. These analyses -.,

address the question: Do the error rates in the pilot and the regular system :,_,,;
· ' ' .w ' '

differ

after controllinq for differences in the caseload? .--:_,:?_,."::::(::_
The first type of regression relates the error __-.amt to a set of :_.'::

variables shown to be associated with error mmunts or incidence. The' _:::')_
4-. i*_

dependent variable matches the variable constructed for calculating official ::.::

error rates. ,,
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The second type of analysis takes into account that a linear relationship

'- :rS :inappropriateto describe a variable for which 85 to 90 perc_,t of. the

observations are equal to sero. The method for this analysis has two stages:

the first investigates whether the presence of an error depends upon the 0¢

system, controlling for differences in case characteristics; the second stage

investigateswhether the dollar Am-unt of the error, for those cases with

errors, has any relaticm_/p to the OC system, controlling for case

characteristics. The two stages are then combined to obtain an estimts of

the difference in the per-case average error ae_mt across the two OC sys_,

controlling for differences in the caseload--the same concept obtained in both

the raw calculations and the linear regressions.

The error __,.._nt for the regular QC system combines the findings of the

State reviewers and Federal re-reviewers. To separate the two sets of

findings we use two' error A_.-_mt variables for the analysis. The first _-,:,.._j_._:,
measure uses only the state review findings; the secord is an estimated ;_.:,

Federal error ,_Junt, predict__ from the State findings. (Note detailed ":':.

descriptions of these two variables can be found in Appendix N.) ::_:.i>,

The control variables can be divided into three cateqories. Cne set of <"_,,.

variables masures the incidence of case characteristics that affect the ' _!i_

likelihood that a case is in error. These factors include: number of _

household members, nue_r of SSI recipients in the case, rn_ber of recipients . :'_i.,(i_

with other sources of institutional unearned Income, mmber of household .: _

deductions, and number of types of assets owned. A second set of variables _--;_.

measure the dollar value of lncc_. _hese masures directly affect the level i . _

of benefits for which the family was eligible, and hence the size of any error -_'-

found by reviewers. In the third catevory are two variables that nay be ,,,-':_-. _-_...-,,_

associated with the difficulty of a case: length of certificationperiod and :-

'[
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tim_'from certificationtmtil selection for review. Cases that are certified

-.. "' ;-"-for _lort periods 'of :time tend to have less· stable .case characteristics, .and . -.. ---.-

hence are more subject to error. A longer tiae between the date the case was

last certified and the data when the case was selected for re-review allows a

longer period in which the case characteristics may change, thus raking the

case more likely to be in error.

We use ordinary least squares to c_trol for these case characteristics

and to estimate the difference in the error amountwhenthe two systems face a

case with the same characteristics. If we use the State finding of error

---rant as the measure of regular CC system errors, in North Carolina the

regular QC sample has a $1.71 lower error A_mt c_epared to the pilot sample,

after controlling for 'thedifficulty of the caseload. 12tisdifference is
f

statistically different from zero, using a two-tailed test, at a siqnificance

level of just over ten percent. If w use the predicted Fecleral error finding ;_:

for the regular QC cases, the regular QC system has an estimated $0.35 higher

error *_t than the pilot. Controlling for potential causes of error thus

reduces the difference in the error mount between the regular QC system and

the pilot.

In Missouri, the coefficient on the difference between the QC systems is <:_f

small and not statistically significant using either dependent variable. !':

Being in the regular QC system rather than the pilot is associated with a
·;?.

$0.12 lower error amotmt using the State review findings and a $0.14 hiqher :

error amount after substituting the predicted Federal error amount for the _

reqular QC cases. _:

These estimates do not, however, take into account any learning curve or

phase-down effects of the pilot. Since the second and third quarters of the /

experiment would seem to provide the best estimate of the 'lca_-rtm' ability

of the pilot to find errors, the e_el was reestimated using eight zero-_e
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indicators to mark the quarter of the experiment for which a case is sampled

...... "and whether a case is in the pilot or the regular system. The model thus

allows both the pilot and regular QC system to have different error amounts

for each quarter, while controlling for differences in case characteristics.

(Estimatesusing this model are in Appendix N.)

The results using the Federal error amount predicted from State findings

do not indicate a time trend. In North Carolina, the pilot system has a $2.12

lower error _-_--_untthan the regularQC system in the second quarter and a

$1.67 higher error in the third quarter. Both differences are statistically

insignificant. In Missouri, the findings are similarly inccemistant. In the

second quarter, the pilot QC findings are $1.95 lower than those of the

regular OC sample, while in the third quarter the pilot OC error emount is

$0.26 higher. These differences are also statistically insignificant.

To summarize, the least squares regression findings indicate that, after >.

controlling for case characteristics,there is: !j';:::

o no effect of the type of QC system on overpaymenterror _-_mt; ;;_

o a'higher regular QC underpaymenterror amount in Missouri; ;:i?

o no effect of the type of (lC system on unde_t error ::/!:
-_mount in North Carolina. ,:_'_,_:>_

One problem with the regression analysis presented above is that the ,_;,_

dependent variable contains approximately 85 percent zeros. Although this '_

specificationuses a dependent variable that matches that of the official _-?'_.

___mounts Outside of the range of the dependent variable. Furthermore, the' ; 'U:'_,.
..._

techniques require the assum_cion that the effect of a variable on whether an '- ,.-,_

error is found (the change from zero to a positive n.-_nt) is the same as the ':'

effect on the magnitude of the error when one is found. /;i_

· ,:i_ _'
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The observed average error _._unt can be rewrittenas the product of the

prokmbility that a Case hasan overpa_aent error and the averageerror for

those cases with errors. This is true since

E(error _-,_unt)- Pr(error) · E(error amount given an error iS found)

+ Pr(no error) · 0

- Pr(error) · E(error -m_unt given an error is found)

where E() is the expectation (or estimated expectation) for the relevant

population. In the ana/ysis of th.is section, we first estimate an equation

for the probability that an error occurs and then estimate the expected error

_--_unt given that an error occurs. A correction is included to allow for the

possibility that umaeasured factors affecting the finding of an error are

correlated with ur._asured factors affecting error ,--_nt. (Thedetails of

the statisticaltechnique and the findings are presented in Appendix O.)

The estimates for Missouri reveal no significant effect of the type of QC

system on the probability of error, after controlling for case

characteristics. The point estimate shows that, on average, the probability '_'

of error in the regular QC system is approximately 1.18 percentage Points

higher than for the pilot. The raw incidence figures also show a higher rate. '"':_:'

of. incidence in the regular QC system, though the Point estimate is somewhat .._

_]ler. In the regular system 14.6 percent of cases have overpayment or _,_'_

ineligibility errors, as compared with 13.8 percent in the pilot, fi:_

In North Carolina, the estimates show that the probability that a case is .::_
in error is lower for the regular OC system by 2.55 percentage Points, which "::!(:_:

is statistically significant at levels above 8.6 percent. This cce_res with "::'!.:_:_

a raw incidence rate of 14.7 percent for the pilot and 12.1 percent for the

regular system, a difference of 2.6 percentage points. _

?.
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The estimates of the impact of the OC system c_ the overpayment error

amountSi con_roti-i_ for .the presence of zeros in the error -_unt.:regression, . ...

shows no significant differen ce between the pilot and the regular OC system in

either North Carolina or Missouri. (A more detailed ex,-_nation of these

results can be found in Appendix P. )

~.

_ary and Caveats

In general, the North Carolina pilot error rates tended to be higher than

the regular Q(2 error rates before adjustment for the Federal re-review and

lower after adjustment. In Missouri, the pilot error rates were generally the

same or higher for overpayments and lower for underpal_ente, both before and

after adJus__n-_ntfor the Federal re-review. However, as can be seen in

summary table 5.3, few of the differences between the two systems were

statistically significant.

A cm_arison of the raw overpayment error rates (row l) shows no

statisticallysignificent differences between the systems, while the

underpayment errors (row 4) show a significantly higher rate in the Missouri

regular system. When a limited set of controls is introduced for difficulty
¥.

of case, there are no statistically significant differences in the overpayment ....;:--_-
,'_

rate across the two QC systems. The results for the underpa_finentrates are J':_:_

unstable: using a two-stage estimtion technique the North Carolina pilot '.

shows a higher error amount (and no difference in Missouri), while ordinary ':<_:_.-,:

least squares shows a higher regular error _ount in Missouri (and no '::f::_'_._

difference in North carolina). These results provide no evidence that either :':'?__'"';

system consistently yields higher error rates.

.c.
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The analFsis is limited in that both the OL3 and _-stage analyses are

..... :_'.'._ect... ..... ""_he 'OL3 'results are biased because a large portion of the-cases -' - _-

contain no errors. The two-stave estimtes are imprecise because of the

inability to accurately predict error incidence. Neither set of estimates

shows a significant relationship between the type of QC system and the error

rate.

-::[5'.
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Tabl.e 5.3

-.... _ _._,-- :mf.f.e..re_e_;_.in.-,..!_o.r BatesAfter _d_ustmnt for L=mplete..Cases... ..
(_tar CCminusPilot) ....

Missouri North Carolina

Overpayment Error Pate

1. Regular QC rate minus pilot rate -.10% 1.20%

2. Implied OLS estimate of regular
OC rate minus pilot rate .12% .33%

3. Implied two-stageestimate of
regular QC rate minus pilot rate -.01% .38%

Under_ymentErrorRate

4. Regular QC rate minus pilot rate 1.08%* .81% -:_:

5. Implied OI.Sestimate of ;i
regular QC rate minus pilot rate 1.19%** .56% _

6. Implied two-stage estimate of r;
regular OC rate minus pilot rate 231 - 83%** :'.¢_· · .%

· Statistically different from zero (two-tailed test) at less than 10% !/iii
significance level, i:?_

·* Regression coefficientused in calculation statisticallysignificant from ;:.;_:,_c
zero (two-tailedtest) at less than 10% significancelevel. .....

Source: Calculated from estimates su_arized in Appendix-Table Q. ,.. 'L _ _}_.__:___
'. _[4

· ~

i
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6. _ _S (:_ Q(: (:_S
......... - - . ..... :. . .

' ' ..: '.'' . '" 7. ''-"

Thepurposeof thecostanalysis is to comparethecostsof theFederal

one-tier OC pilot project conducted in Missouri and North Carolina with the

costs Of the two-tier regular QC review system in those States, and to draw

inferences about possible costs or s_vings to be realized from national

in_lementatio_ of a one-tier system. _zLs analysis (1) identifies the

important categories of 0C costs recorded in stateandFederalQC cost

documents, (2) assembles quarterly aridarmual estimates of QC costs, (3)

identifies categories of QC costs that are trotted from accounting documents

end/or are combined with other cost information, (4) adjusts certain costs of

QC to make them more accurate measures of econnm4c costs and more appropriate

for use in comparisons of Pilot project costs with regular QC costs, (5)

compares pilot project costs with regular QC costs in the two States, (6) makes

national cost comgaris_m and (7) identifiestheaspectsof costest,--t/on

that are most subject to questions of mesuremnt and/orinterpretation.

Two main coficlusions are reached regarding the nat/octal cost ccmq:erison.

The first is that if a Federal one-t/er QC system (as tested in the pilot

?:f,
project) were to replace the present QC review system, the est/mated cost .-;

savings to FNS would be 7.5 percent; costs would fall from $27,048,500 to <

$25,025,000. The cost savings w_uld be attributable to reduction in the total

QC caseload from 71,000 cases to 55,000 cases The second con_tmion is that

·:<
if the Federal one-tier review system had the same number of cases as the

current review system, the one-tier system would be more expensive to FNS than '-

the present QC review system. For cceq_ris_s involving 55,000 cases, one-tier

QC would be 10.9 percent more cosLly than the current QC system. :
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i

Sta_ gC Costs zn ms. uti
· . . · . · .

.. . .

_e regular OC program in Missouri conducts over 5300 case reviews per

year and employs a staff of 80 persorm. Individua/ case analysts and their

supervisors examine the accuracy of benefit payments for three programs: the

Food Stamps Program, Aid to FA-tlies with Dependent Children (AFDC) and

Med,,-':_-. _-_...-,,_

associedescribed as generic (i.e., each conducts

reviews for all three benefit programs). The QC samples from the three

programs are not integrated. The current sampling plan has as targets the

completion of 2400 food stamp cases, 2400 AFDC cases and 560 Medicaid cases

each year. To reach these targets the actual _hers of cases selected are 5

to 6 percent larger than the targeted _--_rs. BeSides conducting QC reviews

on positive cases where benefit palasents have been sade, over 1200 negative

cases where benefits have been denied or terminated are also reviewed each

year. < _i_

In addition to .their normal caseload the Missouri CC staff during 1987 and ._;
_-

1980 also conducted full reviews of about 600 cases from the c_-tier pilot _·_,,_

project. This row.her represents a o_--thtrd subsemple of the pilot project :j,_
.-.,._

sample in Ntssouri (400 cases) plus all error cases not in the subsemple. -(,i_i
·. v >.'!

These cases represent about a 5 percent increase in cases reviewed during the

period when the pilot _s in effect without any addition to the QC staff. ;:

State accounting records indicate that the regular OC program incurred _,_.,

total costs of $2.64 million in the 12 _mths from July !986 to June 1987 and ':)'_

$2.70 million in the 12 months from July 1987 to June 1988. Because members of ::[:_._.

the 0C staff are generic, Missouri does not attempt to keep separate records of 'i_f_.
the costs of reviews under the three benefit progrsm. Instead, the costs of :?_;

the reviews in each three month period are allocated sswmg the three programs

, [,
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in proportic_ to the _-_er of cars _pled for review in that quarter. Since

the food stamp cases represent less than half of the QC caseload, food stamp QC

costs are shown to be less than half of annual total QC costs. A common

Federal reimbursmnt rate of 50 percent is applied to QC costs for all three

Federal inc_e programs. Thus, for the July 1986-J_ 1987 period total

Federal reimbursement of food stamp QC costs was about $629,000; total Federal

reimbursement to the State for all three programs was about $1.3 millic_.

Federal reisburs for food CCcosts was $584,000 during the July

1987-June 1988 period; total reimbur_nt to the State was $1.5 million,

including $121,000 for State reviews of the subsample of pilot project cases.

Three cost accounting documents are helpful for accessing food st_mp QC

costs in Missouri: (1) Standard Form (SF)-269--thestandard Federal form for

requesting Federal cost reimbursement,(2) back-up to the SF-269, which is

routinely submdtted by the State to ms each quarter (showing total costs of

various State (2(2 review activities and all other reimbursable food stamp ,=:

activities such as certification,issuance and fraud control that underpin the "-:

requests for cost reimbur_at from FNS), and (3) cost susmaries fram the
?

Missouri Statewide Accounting Method (SAM), which provide moet_hly,quarterly

and annual detail ou State QC costs. The SF-269 back-up (_tted voluntarily /'j_

by the State) and the SAM accounting reports provide details c_ important 'i!i_

Object cost categories not present in the SF-269 data. _._:<:::

Table 6.1 summarizes State regular QC costs in Missouri during calendar ....._::{,:

year 1987. Total costs were $2.$33 million, with salaries ($1.528 million) and ?_:_:
benefits ($.366 millim) accounting for more than 70 percent of the total ..... "_'

Physical plant expenses (rent) and indirect costs are the other two large cost

categories. Measuring the total costs of QC reviews and their distributio_ by :::

object category as in Table 6.1 ia a more straightforward exercise than
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'J_a]_e 6.1

State Costs of Regular (lC in Missouri,
Totals and Percentages by Detailed Object
Ca.ties, aammzy 1987 to December 1987

Percent
Total Costs of Costs

cost by Object by Object
Category Category Category

(thousands)
(1) (2)

Salaries 1,528 58.0

Bene fi ts 366 13.9

Travel 79 3.0

Data Processing 64 2.4

Other Direct Costs 390a 14.8a
Office Expenses 25 0.9
Cmmmication 108 4.1 ',_'
Office and Cu--.un. 9 0.3
EquipmentPurchases

Instit. and Physica/ 241 9.2
Plant Expenses

Ail Other 7 0.3
%

Indirect Costs 207 7.9
%

Total Costs 2,633 100.0 *+*i_

Source: Table R.3, coltm'm (4) and (5), in :_'
Appendix R. Cost data measured in thousands -,,_-
of dollars. · ;%_

aMajor subcategories of Other Direct Costs appear in _
the next five lines. ,_

,i

+

-73- ·



deriving a clearcut cost measure appropriate for comparing the costs of the

regul ar .tw_-tier Systa _ith the costs of the pilot project. - ..

Three mjor considerations, mentioned earlier, !,__t be recognized in

estimating the costs of food stamp (IC reviews in Missouri. First, the 0C

agency does reviews for two o_er progrAm__ (AFDC and Hedicaid) as well as. food

stamps. Second, unlike the pilot project, which just examined payment accuracy '

for positive cases, the _tissouri 0C agency also analyzes negative cases. The

length of time needed to review a typical negative case is much shorter than

for a positive case, but since a large number are reviewed, their contribution

to total 0C costs must be estimated. Third, during the life of the pilot

project the Missouri CC agency undertook reviews of a one-bhird subsemple of

the pilot project sample plus all pilot project error cases not in the

subsample. Data on completed reviews from the 0C agency indicate that about 40

percent of these reviews were completed during January-December 1987, and the

remainder in 1988. i._:__.

To estimate the costs of the food s,_As_. QC positive reviews undertaken

during January-December1987 we have made four importantassumptions:

. .j

(1) That on average, the reviews of positive cases take the same
amount of time across all three income programs (food stamps, _::",_
AFDC and Medicaid). _?.

(2) That on average, the reviews of negative cases take the same
amount of time across the three income program i._

(3) That on average, negative cases require c_-sixth as tony agency /:('___.
tickets in North Carolina suggest that the average reviewer time . J -_

needed to coetalete a negative case is about 15 percent of the .?_[tine needed to complete a positive case (85 ninutes versus 555 ' :'
minutes for positive cases). For activities such as sanplinq :'_::'_-
and case assignment, however, a negative case requires resources :..'
equal to that of a positive case. The one-sixth assumption was
made in recognition of all aspects of conducting reviews for the ' '"'
two types of cases.
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(4) That conducing reviews for approximately 600 pilot project
cases (about 250 in January - December 1987) did absorb QC
agency resources. The question for the cost analysis is how
would costs have behaved ii there had been no pilot project?
The QC agency was not allowed to expand its staffing to cc_duct
these additional reviews. Our asmmption is that, absent the
pilot project, the agency's total costs w_uld have been the same
as costs actually recorded. In other words, salaries, benefits
and other costs would not have been lower in 1987 and 1988 ii
the State reviews of the pilot project cases had not taken
place. The practicml import of this assumptic_ is that the
agency worked extra hours to complete these cases but that there
was no extra ccepensatic_ to agency employees. The pattern of
the quarterly cost data _ in Appendix R, Tables R.1 and R.2,
supports this assmnptio_. _

The net effect of the preceding four assumptions is that an estimate

of the costs of regular food stamp oc reviews during January-December 1987

can be derived using the cost data from Table 6.1 along with data on

completed reviews. During January-Decea_r 1987, 5484 regular positive

cases were completed across the three inc_e programs (2422 food stamp,

2472 AFDC and 590 Medicaid) and 1318 negative cases were completed _)!?'

(equivalent to 220 positive cases). The 2422 recjulac positive food stamp
%

cases represent 42.46 percent of the 5704 weighted mm (5484 regular i_<

positive cases plus the 220 resource-equivalence of the 1318 regular '*_-
· '2;

negative cases). Since total QC costs for the January-December1987 period :,_!{,_

were previously estimated to be $2.633million, the costs of regular food '=:_",'_

23/ For Missouri fiscal years 1987 and 1988 (covered by Appendix R, Tables '/_
-- R.1 and R.2) the number of reqular positive cases, regular negative

cases and pilot project cases that were cc--pleted were_espectively ' as . _
follows; regular positive cases -- 5567 and 5448; regular negative ....
cases -- 1350 and 13671 and pilot project cases -- 43 and 471. Thus, _-;'_
when FY 1988 is coei_red with FY 1987, 428 more pilot project cases,
119 fewer regular positive cases and 17 more regttlar negative cases
were completed. The total ntlher of cases ccegleted in FY 1988 _._
increased by 326 (or by 4.7 percent) with hardly any change in total
costs ($2.696million versus $2.638 mil/ion or an increase of 2.2
percent).
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stamp 0C reviews is estimated to be $1.118 -_llion (42.46 percent of $2.633

'-- mi.l-hq:_ ) 24 .
· . . · - , '. .. . .

It should be noted that the cost estieate of $1.118 million for

conducting regular 0c reviews is an estiJate o£ what the reviews would have

cost if there had not been an ongoing pilot project active at the s__

tim. This estimate obviously depends on the four asstm_tions previously

listed. 25

Finally, it should be emphasized that breakdown of food stamp QC costs

by object categories is not known. If w as_m that food sta_ cases have

the sase distribution of costa by object categories as other cases, then

the percentage breakdcxm would be the sase as shown previously in Table

6.1. Under this assumption 58.0 percent of costs ere for salaries, 13.9

percent for fringe benefits, 9.2 percent for physical plant expenses, and

· 7.9 percent for indirect costa. All other costs combined would account for
. ,; . %

244/ To test for the sensitivity of the cost estimate to the assumption that
necyative cases require one-sixth the resources of positive cases, we
alternately assumed negative cases require _m-eiqhteenth the resources
of positive cases (about half an hour per case). Under this assumption
the estimated cost of conductin9 positive food sta_ 0C reviews rose to
$1.148 ELllion.

2_55/It should also be pointed out that the preceding cost esttmte di£fers _.
iron the QC costa which the !ttssouri agency billed to FItS during "_
calendar year 1987. The Fliasou_t Statewide Accountinq Method (SAM) '
divides OC costa _-mq the three benefit assistance programs on the
basis of cases sampled (positive plus neqative cases) per calendar
quarter. The usual thr_ cost division was changed to a four-way :_.,
division in the period when pilot project cases were beinq sampled. · ,-, .g_
For calendar year 1987 the $2.641 million of 0C costa in Missouri · :%;

(includin9 $8000 of one-time costa excluded iron the present cost _'+_;_;_
analysis) _s divided as follows: food stzuqps -- $1.204 adllton, AFDC
-- $1.075 a_Lllton, Medicaid -- $281 m'LLlion and food stamp one-tier ':i
pilot project -- $.081 _Lllion. In the first three categories the
Federal cost reimbursement share _s 50 percent _hile it was 100
percent for the State's participation in the pilot project. Thus,
actual Federal payments to l(issottri durinq this period for food stamp
_C totaled $.683 million (half o£ $1.204 million plus $.081 _illion for
pilot project reviev activities).
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only 11 percent of the costs for com_cting 0C reviews of positive food

.... stamp Cages -in -!ttssouri' s regular (lC system. . .

State-Level (lC Costs In North Ca£oUna

North Carolina's present QC program employs a staff of 35 persons who

conduct reviews of 1200 positive food stamp cases, 1200 positive AFDC cases,

and more than 1000 negative (food stamp plus AFDC) cases each year. Although

the intake workers who make deteminations about food stamp eligibility and

allotmnts are county employees (north Carolina has a coun_ntstered

welfare systesa), all QC workers are State employees. The 0C reviewers and

their supervisors work out of fora: rogional offices of the Department of Social

Services (DSS), while the QC Director and central administrative staff are

located in Raleigh.

As in many other States the (lC program in North Carolina conducts case

reviews with generic reviewers. Individual reviewers and supervisors exsm4ne · ',:_._

both food stamp and AFDC cases. State cost accounting procedures do not make"

an attempt to distinguish the costa of reviews for the two types of cases.

Instead, the costs of all review activities are recorded and then allocated .':._i

between the two proqrB: on the basis of the nm_r of positive case reviews. _:ii::'_

Food stamps and AFDC are each assigned half of 0C costs. For the twelve months _:_

from _uly 1986 to June 1987 the State identified $590,000 as the costa of ._:_

performing QC reviews of food stamp cases and requested Federal reimbur _sim__ut .,:-..:'i:-::_(:_

for half of these costs. FromJUly 1987 to June 1988 food stamp 9C total costs ;_:,/_

were estimated to be $573,000, and Federal cost reimbur _sm__nt was $286,500. "?::;Y"!'

Table 6.2 shows estimtes of regular _C costs in North Carolina for

calendar year 1987. Ten object cost categories ate identified along with the ,%_

estimated cost total. _he regular _C program was esttmted to cost $1.508 ii
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wctllion for the Jazmaz_ceBber 1987 period. The table also shows a

percentage breakdown of costs, by ob_ct category. Labor costa-(sataries plus

benefits) accounted for about two-thirds of total costs. (Details of the cost

estimates appearing in Table 6.2 (including imputations) are given in Appendix

S).

The QC cost data displayed in Table 6.2 refer to the costs of conducting

positive and negative QC review cases in both the Food Stamp and AFDC ProqrAmm.

To derive a cost estimate appropriate for comparing with the cost of the pilot

project, we are interested in the cmqxment of costs associated with reviewing

positive food stamp QC cases.. To do this we have made three asml_ticns about

tine needed'to complete positive and negative cases (the sane as in Mise_uri):
L.

(1) That the average resources needed to review a positive food
sta_ case and a positive AFDCcase are the sene;

(2) _t the average resources needed to review a negative food :_jj_._;
stA_ case and a negative AFDC case are the sam; ,

j; ;_.

(3) That an averagenegative case requires one-sixth as many
resources to complete as does an average positive case.

_;_,_
In calendar year 1987 the _ agency in North Carolina cmq_leted the

following m_hers of cases; 1239 positive food stamp cases, 1285 positive AFDC ?_

cases, 874 negative food s__A_2 cases and 359 negative AFDC cases. Assuming "J;f!i_
that negative cases take cc= sixth the resources to complete, this total :.:_.!_

caseload would be equivalent to 2729.5 positive cases (2524 actual positive .,'-*,i:i;
cases and the 205.5 resource equivalence of the 1239 negative cases), and the :;.:_

1239 positive food s_. cases would represent 45.39 percent of the total -

caseload. With the total State costs of QC for January-December 1987 _::_,:

estimated to be $1.523 million (the $1.508 millio_ _rom Zabie 6.2 plus $15,000 ':_

to adjust for the unusually Iow costs of persona/ services during January - "!_
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· . Table 6.2 ......... .....

State Costs of !regular QC in North Carolina,
· ___!s and Percentages by Detailed
Object Categories, Jam;_'y-Decei_r, 1987

Percent
Total Cost of Costs

Cost by C_ject by C_ject
Category Category Cateqo_

Salaries 829 55.0

Benefits 193 12.8

Transportati °n 84 5.6

Cc.mmication 18 1.2

Office Materials 3 0.2 . :,._,_
Other 1 0.1

Capital Outlay 0 0.0

Computer Costsa 77 5.1
r

Space Occupancy a 79 5.2 :

Overhead Costs a 225 14.9 >:::_._.,

· Total 1,508 100.0 i_

_

source- Table S.3 in _ S. Cost data measur_ ii??_
in thousandB o.m dollars. "_,_,

almputed costs from Table S.2. ;_

. %.
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March 1987), then the estimated cost of the food stamp positive case reviews

'- --' would:be $69[;000 ($1;523 million tines .4539). 26 IA_br 50 percent, cost

refmburs__f__nt the U.S. Department of Agriculture w_Lld have paid North Carolina

$345,500 to defray the costs of these reviews.

The Costs Of Federal _ew Activities
in the Mis_uri and No_ Carolina Regular QC Sl_t_

The present QC review system in the States provides for a Federal re-

review of some cases initially reviewed by the State. In both Missouri and

North Carolina these reviews are performed on random subse_les of 400 food

·stamp cases (i.e., one case in six in Missouri and one in three 'in North

Carolina). Most of this work is done by Department of Agriculture employees

who work out of FNS field offices, but certain activities also involve FNS

employees in regional offices.
, .... _',_

Practically everyone who participates in Federal re-reviews also works on :?::',(:*i
·%4.,

Department of Agriculture programs that have no connection with QC reviews. : i T : L

This raises an in_ortant apporti_nt question: l_hat percentage of their time

should be assigned to _ Estimating the costs of Federal re-reviews is highly 'j-'"

dependent on how the tine of the Federal workers is al_portioned between QC --'_

review activities and other activities. A second apporticrum_nt question arises ' '/:_,_i[_

for Federal employees in the reqicfial offices. Even after the share of their

time devoted to QC is known, this wu,_t be further divided into time devoted to

QC cases in 'the States of interest (_issouri and North Carolina)as opposed to

other States in the region.
. Z_f.·

!/i

· .t,

2_66/t_der an alternative as_on that negetive cases require one-eighteenth _':
the resources of positive cases (about half an hour), positive food stamp "
cases would have accounted for 47.79 percent of reqular OC costs, or ._
$728,000.
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It should also be noted that, although most activi_es of Federal workers

in the regional offices would continue if the present review system were

replaced by a one-tier system (as in the pilot project), other activities would

not continue. Specifically, there would be a continuing need to review and

approve QC sampling plans in the States and to participate in informal and

formal arbitration procedures surrounding Federal-State disagreements about

payment errors. But the following activities would cease altogether: re-

reviews at the field offices, selection of the subsamples to be re-reviewed,

supervisory re-reviews of settler cases, and activities to create

regression estimates of State error rates.

Table 6.3 presents estimates of tef_al costs and breakdowns for nine object

categories. The estimated costs of salaries and transportation are based on a

survey conducted by FHS in conjunction with a food stamp QC project undertaken

at the National Acade _ of Sciences. The salary estimates combine re-review ;-

activities of workers in field offices and regional offices. 27 ¥'_':

In North Carol_a the tOt_A! COSTS of Federal re-reviews during January-

December 1987 were estfinated to be $148,417. The estimated tOtal is about _:.

$10,000 b.tgher than in Missouri primarily because of more staff resources :_'::/[

(3.24 versus 3.01 person years). This caused salary and fringe benefit costs .j_

to be about $9,600 higher in North Carolina. Of the other cost categories, b _'

transportation costs were MMwhat higher in North Carolina while overhead :?_

costs were somewhat lower. ':?

Overall, the Federal re-review cost structures were quite similar in the _ _(_::!;!

two States. Labor costs predced:mted, acomm_ for 79.0 percent of all costs : ,_!_

"?

27/ Appendix T derives estimates of the costs of Federal re-reviews in Missouri
and North Carolina. Other cost estinates were derived in the _A_ner
described in Appendix T.
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· Bble 6.3
..... - . - . ;

gst/nntod Coats of Fodegal Re-Re_mm tn R/mmuri
and North _/Jrm, ,3mrmJ]rT'1987 to December 1987

Missouri North Carolina

Object Cost Dollar Percen- Dollar Percen-
Category Amounts tacjes Amounts tacjes

Salaries 84,092 60.7 91,485 61.6

Benefits .25,396 18.3 27,629 18.6

Transtm_cation 3509 2.5 5635 3.8

Supplies and Materials 455 0.3 455 0.3

C_r_m"%icati°n 4923 3.6 4923 3.3

Space Occupancy 4954 3.6 4925 3.3

Computer Usage 500· 0.4 500 0.3 ='''_',

]_rutRment Costs 1000 O.7 1000 O.7

Overhead Costs 13,696 9.9 11,865 8.0

Total Coats 138,525 100.0 148,417 100.0
· ! _; .?

Source: Table T.2 in Appendix T, ':_}

· ,_ :L?

.2 ..,2'

, '_!.t

· j;
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in Missouri and 80.2 percent in North Carolina. Overhead costs were the next

re°st important Category in both States, and all other: categories individually .- -

accounted for less than 5 percent of tote1 re-review costs in 1987.

It should be _ized that the cost estimates in Table 6.3 may have a

considerable margin for error. No Federal employee involved in the second tier

of the present 0C system (in Missouri, North Carolina or in other States> works

exclusively o_ the (lC program for a single State. Thus, for all categories of

costs, judgments n_st be made in attempting to separate 0C costs from the costs

of other Department of Agriculture act.{vities. _e estisat, ton procedures

underlying the cost est!__tes in Table 6.3 are described in Appendix T, but

alternative estimation methods may he feasible.

Based on our assamptions, however, the total costs for operatin9 the

present OC system (State OC costs plus Federal re-review costs) was $1,256,500 :_

in _ttssouri (to review 2400 cases) and $839,400 in North Carolina during

calendar year 1987. _'

Costs Of _he One-Tier Pilot Pro_ects .?

The pilot sites in both Misscuri and North carolina were given budqet '?_'-/_

authorizations for the period from October 1986 to December 1987 (later _

extended through March 1988), and billin9 accounts were established in the _i

Denver and Atlanta regional offices Of FNS. As costs were incurred in the :'; _':

pilot project they accumlated in these billing accounts.

Althougt_ the pilot project was oriqinally scheduld to begin in October

1986, delays were encountered at both sites. Unexpected delays in hiring

coupled with time delays associated with training the first-line reviewers

caused review activities to ccmence later than had been planned. _e start-up _:;_4
'!>/

delays, which were lonqer in North carolina than in Missouri, are apparent in



quarterly data on salary payments fron the two pilot sites. Salary pa_nents

during October-December 1986 were nuch lower than in subsequent quarters, and

particularly low in NOrth Carolina. First-line reviewerswere generally paid

for 4 of 7 pay periods in the October-December1986 quarter in Missouri but for

only 3 pay periods in NOrth Carolina. Because the pilot project fell behind

from.the outset and did not catch up, substantial review costs (e.g., about one "

third of salary payments in Nissouri) were incurred during October-December

1987 and into the early months of 1988. Thus, the analysis of pilot project

costs extends from October 1986 thr_ _arch 1988.

To Bake meaningful ccmparis_ between the costs of the CC pilot project

and the costs of the regular QC system in the two States, it is essential that

capital costs and various one-time costs incurred in establishing the pilot

project be identified,measured and separated from other costs. (The

procedures used in making these costs dtstincticrm are described in Appendix
-::-__

U). Because the pilot project used new employees and innovative case review ::

procedures, various aspects of learning to do the OC reviews w_uld affect the ':' ';:?:..

productivity of the reviewers and the costs of the QC reviews in the pilot :_

project. Since much of the necessary learning occurred in the early months of -:::

the project, we will place greater reliance on cost data from later periods in '!;i_!'[i_=

the pilot project. The costs of OC reviews from the later periods are closer "_""

to the costs of a "mature" system and, hence, more appropriate for comparinq _;_.!-_

with the regular (lC review system in the two States.

_i_i Pilot project(_sts '_

·Table 6.4 summarizes pilot project costs in Missouri by calendar quarter '_:''_.:,

and for the entire period from October 1986 to _rch 1988.28 In derivin9 the _;'_1
_

2_88/Appendix U provides a detailed derivation of pilot project costs in - _-
Nissouri. ':"
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Table 6.4
. - . _..- · . .... - ~°.· .. ._

Estt._ted costs of the !_ssouri One-Tier
Pilot ProjeCt: October 1986 to Narch 1988

Cost Oct.- Jan.- April- July- Oct.- Jan.-
Category Dec. March June Sept. Dec. March Percen-

1986 1987 1987 1987 1987 1988 Total rages

Salaries a 38352 53651 60451 54583 58401 47775 313213 52.9

Benefitsa 11582 16203 18256 16484 17637 14619 94781 16.0

Transportationa 10438 11005 17167 12179 7864 6097 64750 10.9

Office Supplies a 382 573 574 573 574 382 3058 O.5

Communication 1254 2272 6357 4081 1739 813 16517 2.8
Telephonea 0 513 4068 2814 436 813 8645 1.5
Postagec 1254 1759 2289 1267 1303 0 7872 1.3

Space Occupancyb 2710 4066 4065 4066 4065 2710 21683 3.7 ?
(Rent, Util.,
rum/ture )

Computer Usagec 105 591 755 522 292 107 2372 0.4
Verification 104 147 191 106 108 0 656 0.1

WCC Charges I 444 564 416 184 107 1716 0.3

Equipment Costsu 1079 1619 1619 1619 1619 1079 8634 1.5 ,_
Office Equip. 608 912 912 912 912 608 4864 0.8 "
Cuu_un. Euip. 64 96 96 96 96 64 512 0.1 _%_
Computer Equip. 407 611 611 611 611 407 3258 O. 6 _.

Overhead Costsb 8342 12513 12512 12513 12512 8342 66734 11.3 -)iii

Total 74244 102493 121756 106620 104703 81925 591742 100.0 :_:"'

?

Source: a-Appendix U, Table U.1, _ U, Table U.2, c-derivation _
described in Appendix U.
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estimates for Table 8.4 the intent was to estimate costs of an ongoing review
'"' . - , . 3. .*.:..'..'*...-1'...-*-,

system, so set-up costs ·have been omitted and only the annualizedcosts of _ .' :.

capital expenditures are included.' Many of the data items in Table 6.4 have

been taken directly from Appendix Tables U..1and U.2. In certain instances,

however, original cost data have been modified in an attempt to more closely

approximate the costs of a "mature" one-tier QC review system. In those

instances where the Table 6.4 cost estimates depart from estimates in the

Appendix tables, an explanation is provided in Appendix U. 29

For the period from October 1986 to March 1988 total costs of the Missouri

pilot project were estimated to be $591,742. Just over half of these costs

were salary payments ($313,213 or 52.9 percent), while salaries and fringe

benefits combined accounted for 68.9 percent of total costs.

Two other cost categories accounted for at least 10 percent of pilot

project costs in Missouri- transportation ($64,750 or 10.9 percent) and ,_.._:. :_ ,

overhead costs ($66,734 or 11.3 percent). C-u.uunication and space occupancy,

respectively, accounted for 2.8 percent and 3.7 percent of total costs. Costs

in the remaining categories (Supplies and Materials, Computer Usage and

Equipment Costs) totaled only $14,064 or 2.4 percent of the total. For the

Missouri pilot project, the vast majority of costs were concentrated in four _i::__

categories; salaries, benefits, transportation and overhead costs. _'"-_< _

:Jr

:: ?

_::?

.2_9/One exception is travel costs. Total travel costs as shown in Table U.1 _:/:i:_
%,:ereestimated to be $71,950 for the October 1986-March ]PP8 _ori_t. Some · : r,
of the travel coSts, however, represented trips from Denver to {!issouri <:
made by regional supervisory staff to provide advice and training to pilot .....·
project staff and to monitor the progress of the project. Based on _
conversations with supervisory staff we estimate that sixteen such trips

· .(/

were made during the October 1986 - February 1988 period at an average cost
of $450 per trip. The $7,200 of implied travel costs have been removed
from the $71,950 total in Table U.1 to yield the estimated travel cost
total of $64,750 which appears in Table 6.4.
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Certain of the costs shown in Table 6.4 exhibit an apparent seasonal

pattern. The low quarter for salaries (and benefits), October-December 1986,

reflects the late start of the pilot project. Few employees were hired before

November 1986. For the other quarters in Table 6.4 salary payments were

highest during April-June 1987. The main explanation for the apparent

seasonality in salaries is that the April-June and October-December quarters

had seven pay periods whereas the adjacent quarters each had only six. Per pay

period the salary palaaents in the four quarters of 1987 were fairly constant--

$8,942, $8,636, $9,097 and $8343, respectively.

There is obvious seasonality in two other cost categories--transportation

and telephone. Telephone costs accrued in early months of the project were

paid in the April-June 1987 quarter. The explanation for the seasonality in

transportation costs is not obvious. Due to the seasonality in the quarterly

costs for some categories, we must be careful in using data from short time a
,?/

periods (e.g., the April-June 1987 and July-September 1987 quarters) as _

representative of costs in a "mature" one-tier QC review system. For some cost _

categories it would be safer to use one-fourth of annual costs as an estimate ._

of quarterly costs.

Total North Carolina pilot costs for the October 1986-March 1988 period ::,::'_

were estimated to be $588,137. 30 Table 6.5 shows this total and quarterly :j:_

deta, 1 along with cost esttmtes by detailed object cat_ories. The percentags:i<_ l

breakdown of armual costs, shown in the final colmm of Table 6.5, as well as ii_:_

jl

%
_

3_90/Appendix U also gives a detailed derivation of pilot project costs in North ,'
Carolina.

{
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TaMe 6.5

EsttsBted Costs of the North Carolina O_-Tle£

Pilot Pro_ect: 10ctxd_ 1986 to Narch 1988

Cost Oct.- Jan.- April- July- Oct.- Jan. -
Category Dec. Na_ch June Sept. Dec. March Percen-

1986 1987 1987 1987 1987 1988 Total ta_es

Salaries a 27736 64123 72226 64505 71269 48436 348295 59.2

Benefits a 8376 19365 21812 19481 21523 14821 105379 17.9

Transportation a 3808 8754 10975 10674 8289 3283 45783 7.8

Office Supplies b 135 202 202 202 202 202 1145 0.2

Communication- 0 2659 2545 3069 2019 1709 12000 2.0
Telephone a

Space ocCUpancy b 1293 1939 2076 2353 2353 2353 12366 2.1
(Rent, Util.,
Furniture) _

Computer Usage b 85 147 382 545 1015 487 2661 0.5
Verification 85 147 157 202 21 0 612 0.1
l_'_Chagges 0 0 225 343 994 487 2049 0.3

Equipment Costs b 405 608 606 609 606 608 3442 0.6
Office Equip. 98 148 147 148 147 148 836 0.1
Coamu_. Eu/p. 74 111 111 112 111 111 630 0.1 _'
Cclputer Equip 233 349 348 349 348 349 1976 0.3 _

. _!_

Overhead Costsb 6714 10070 10071 10070 10071 10070 57066 9.7 _)

·/,f. ·

Total 48552 107867 120895 111508 117347 81969 588137 100.0 i:'i_?

Source: a-Table U.3, b-derivation described in the text of Appendix U. *]cx

· '1
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the quarterly and annual cost estimates, all show the predominance of labor

coSfs: Salaries-accounted for 59.2 percent of the total while salaries plus . ......

benefits accounted for.77.1 percent. Roughly three-quarters of the North

Carolina pilot project's costs _ere labor costs.

The two.otJ%er sizable cost categories in the North Carolina pilot were

transportation and overhead costs which, respectively, represented 7.8 percent

and 9.7 percent of total costs. All other costs were much smaller.

Commnication and space occupancy, respectively, accounted for 2.0 and 2.1

percent of costs. Combined, the three other categories (suppliesand

materials, cmnputer usage and equipment costs) in Table 6.5 accounted for only

1.2 percent of total costs. AS in !ttssourt,practically all the North Carolina

pilot site's costs (94.6 percent) were accounted for by four categories-

-salaries, benefits, transportstion and overheadcosts.

Since North Carolina had such a late start-up, data from the October ......... "-

December 1986 period are not helpful for examining questions of the seasonality ?

of costs. Data on salaries for the four quarters of 1987 show that costs were _. '-!.

highest in the April-June 1987 quarter. However, that quarter included seven '_

biweekly pay periods, whereas the adjacent quarters included only six. Average :i.;_:!_[_,_i_i..__'_''

salaries per pay period were actually somewhat lower in the April-June quarter

($10,178) than in the January-Marchand July-Septemberquarters ($10,687 and

$10,751, respectively). The seascamlity in c;-.-_;--_Lcatic_costs is apparent :_i?!i_

although the total is too small to have an effect on overall seascemlity.

There is also seasonality in space occupancy costs which reflects the hiqher _:_,i!i!_

monthly rents for the second office site occupied in Italeigh starting in June . _74

1987.
We should point out that the estimates of pilot project costs could have <_/

errors. In deriving cost estimates for object categories at least three _-_
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potential errors can be identified. First, the Wge and salary cost estimates

could be too low because the staffir_ required for an ongoing one-tier review

system may exceed what was provided for in the two pilot sites. Second, our

adjustment for pay for time not worked could c_tain errors. Third, the

estimates of overhead costs (for both regional and national administration of

FSP) may be in error. Although we have attempted to masure cr_-tier costs

accurately, the preceding possible sources of error are acknowledged.

A Ccmlzrism of Pilot Project and BeT21ar CC Costs in the Two States

This section and the next section coep_re the costs of the pilot project

and the requl, ar QC review system in the two States and make inferences about

the costs of a national system of[ _e-tier reviews. Two main topics are

ex,-{ned: (1)a comparison of total costs to the Federal gove_nt of changing

to One-tier QC reviews in MisSouri and North Carolina, and (2) national cost _'-

estimates. Although the cceq_rativetotal (Federalplus state)costs of ::?._

conducting the QC reviews for positive food stamp cases under the two systems

are discussed, attentiOn is focused primarily On the comparative net costs to ,_

FNSof the two systems. The main questiOn to be acktressed is whether or not ;_

I_S _uld spend less for QC reviews if it substituted a ce_-tier system (as _i[_['t

tested in the pilot project) for the present QC system with its 50 percent _:/_j_

reimbursementof[ State costs plus the costs of Federal re-reviews. (AppendixV &'_

?it_f'

ccaq_res the distribution of costs by object cost categories). :_::'

we reach four main conclusions. (1) Cost c_ris_s are heavily . ?'_/_:_

influenced by the assumptions made regarding the mnber of cases reviewed in '_:

Federal one-tier (C versus the regular QC system. From the perspective of [NS,
- :.%

one-tier 0C is less expensive than the present Qc system if one-tier (lC is ?

operated with max!m_ state caseloadsof 1200 as in the pilot project. The ,
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cost caet_ariscn is not favorable to Federal one-tier QC if it reviews the same

' '- '-'- .... number-of cases-u: 'th6 present system. (2) eased on the cost date. from Missouri

and North Carolina, there _mld be a decrease in net costs to _ if it were to

adopt a QC review system in these two states like the system tested in the

pilot project and (in Missouri) review fewer cases. The decrease in net costs

in the two States rosined would be from 8 to 21 percent. (3) The total costs

of conducting food st-_l_. QC reviews (includingcosts paid by the states

themselves) would decline substantially if a o_-tier system as tested in the

pilot project were adopted. (4) If a nationwide system of Federal c_-tier

reviews were to be ieplementsd (with a reduced n_ber of reviews), we estimate

that total costs to the Federal governmentwould decrease by 7.5 percent.

The analysis of costs by object categories conducted in Appendix V reaches

two main conclusions. (1) The breakdowns of costs by object categories are

quite similar across the pilot project ami the regular QC review systems..

Labor cm_ensation costs (salaries plus benefits) dce_nate the 9C cost

structure of both review systems, ranging from a lew 67.8 of total costs in the

first tier of North Carolina's present QC system to a high of 80.2 percent for

Federal re-reviews of North Carolina's present system. (2) There appears to be
[

a tradeoff in the structure of QC costs between transportation and space ii::i_j

occupancy costa. Space occupancy is lore tlportent in the present QC review :_

system while transportation was .ore important in the pilot project. This

trad: off reflects the fact that there are more offices in the present system ;?

than there were in the pilot project. ?/i:_

Table 6.6 presents m---_ry date on the costs of the two QC review systems. _'i

The table shows date from Missouri and North Carolina separately as well as

cost data for the two States ccmbtxlmd. _hm Stete-level costs of the regular QC ,_[

system are shown as $1,118,000 in Missouri and $691,000 in North Carolina. ,;
_"
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Table 6.6. A Coat0arison of Pilot Project and Regular QC Costs

mssouri  rth S' ies .....
Carolina Combined

Tbs-Tier OC Costs ($O00s)

State Costs- Actual 1118.0 691.0 1809.0
State Caseload

Federal Re-review Costs 138.5 148.4 286.9

Total QC costs-Actual 1256.5 839..4 2095.9
State Caseload

Federal QC Costs- Actual 697.5 493.9 1191.4
State Caseload

State Costs- 1200 Cases 559.0 691.0 1250.0

Total QC Costs-1200 Cases 697.5 839.4 1536.9

Federal 0C Costs-1200 Cases 418.0 493.9 911.9

. . _

Pilot Project OC costs ($O00s) -"_:

Full Pilot Project Costs 591.7 588.1 1179.9 _:

Full Pilot Project Costs 608.6 596.6 1205.2
Plus Adjustment for Leave

Costs for 14 Nonths 535.5 521.2 1056.8 : :;;_'_-'

Twice April-Sept. 1987 469.4 471.0 940.3 ,:!_:-_,

Efficiency Adjusted Costs 539.6 552.4 ·1092.0

J_:

i_=ili

Source: Estimates based on costs shown earlier in Tables 6.1,6.2,6.3, ,_:,?6.4 and 6.5. Cost data masured in thousands of dollars. Two-
tier costs refer to January-Decea_r 1987 One-tier costs, refer
to pilot project costs from October 1986 to March 1988. The .....

_"F: ,;
adjustS_hr for leave time recognizes that pemanent Federa/ :;_:!
aployees use more leave than was available to the temporary

employees of the pilot project. _._
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These estimtes refer to the Jarma__r 1987 period and are based cn cost

- - ' -- -total'_ i n Table 6,_ :and' 'Table 6.2, respectively, after making adjus__--nts to~.

isolate the costs of reviewing positive food stamp cases.

Federal re-review costs, taken directly from Table 6.3, are shown to be

$138,500 and $148,400 in the two States. Thus, Table 6.6 shows the total cost

of the regular QC system in 1987 as $1,256,500 in Ntssouri, $839,400 in North

Carolina and $2,095,900 for the two States combined. Federal costs are shown

as $697,500 in Plissouri and $493,900 in North Carolina. The 50 percent Federal

reimburs_nt of State costs plus _ re-review costs totaled nearly

$1,200,000 for the two States combined.

Since Missouri conducts annual reviews of about 2400 positive food stamp

cases, the table o/so shows an estimate of the cost of reviewing Just 1200

cases as in the Missouri pilot site. _Lts estimate is half the previous total,

or $559,000. If the state,s Qc systm were to reduce its _ food stsmp ',_-

caseload from 2400 to 1200 it is probable that costs would not decline by half ; ::!;[

(due to disecone_!es of scale), but this ts an issue for which we have no data.'. ,,;

Note that the combined cost est/mate for conducting 1200 reviews in each State ?i_

is $1,250,000. Higher costs in North Carolina mainly reflect the higher (//-_

salaries of QC workers cceq_red to (lC workers in Missouri .31 [: '_i'[,_.i
%1

Federal costs in a regular (lC system that reviewed a maximum of 1200 cases ._

per State would still be half of State costs plus Federal re-review costs. The ,_

latter would be unchanged from present re-r. eview costs since the Federal _(('t

ii _

31/ North Carolina also has a high percentage of overhead costs, 14.9 percent :_/
-- of total regular QC costs as shown in Table 6.2. These costs were imputed. _:_

(See Appendix S). If the imputation has erred on the high side, this too
could cc_tribute to the higher esthmted costs of regular QC in North
Carolina.
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sube_le size is 400 for State QC samples of 1200 or more. Total Federal QC

·costs when. State samples are restricted to 1200 are shown as $418,000 in

Missouri, $493,900 in North Carolina, and $911,900 for the two States combined.

One distinctive feature of the pilot projects was the employment of

tem_raty workers to conduct most of the first line QC reviews (1112 of 1155

co_01eted cases in Missouri and 752 of 1036 cc_leted cases in North Carolina).

Temporary Federal employees differ from both perm_nent state employees and

perw_rmnt Federal employees in their low usage of ammal leave and sick leave.

Temporary employees accrued leave at a slower rate and them used it at a lower

rate. The data on hours paid and hours _w_rkedin Tables U.1 and U.3 in

Appendix U, respectively,showed that temporary (Section 17) employees received

only 6.6 percent and 8.9 percent of salaries as pay for time not worked.

Although we do not know howmuch leave time would have been used if these
t

temporary employees had been permanent en_loyees, a c_servative estimate would

be 11.9 percent, (i.e., 20 days of annual leave, 10 holidays and one day of

sick leave per year in a work year correlatingof 260 days). The estimate is

conservative in the sense that the permanent Federal employees who worked in

the pilot projects received 15.10 percent and 17.75 peccent of pay for time not

worked in Missouri and North Carolina, respectively. _._.
· ?J¥ f

Since the number of hours worked by temporary Federal employees is known

(TablesU.1 and U.3 in Appendix U) _ can also calculate how many hours they -:::.

would have been paid if they worked the indicatednumber of hours (19,658 in _

for 11.9 percent of time paid. The resultingestimates 22,313 (19,658 + .881) [.:
·j, <

and 18,138 (16,881. .881)--6.04percent and 3.38 percent, respectively,more

than actual hours paid to the temporary emGfioyees in the two States. These ,,J

est!mA_res of the increases in total hours paid ware used to inflate the actual
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e

salary and fringe benefit cost data. The resultingcalculation indicated that

'"' iabo{ c_tic_ costs were increased by $16,866 in Missouri ancLby $8468 in ..

North Carolina. This is a conservativeadjustment of the additional leave time

that would have been used by permnent Federal employees. The extra labor

costs raised total pilot projects costs by 2.85 percent (to $608,600) in

Missouri and by 1.44 percent (to $596,600) in North Carolina. These cost

totals appear in the second sect/mi of Table 6.6.

A major obstacle for co_aring Federal mw-t/er QC and regular QC costs is

presented in trying to estimate the costs of a "mature w one-t/er system using

data from a temporary pilot project. Table 6.6 shows the results frm

alternative approaches to estlueatin9 these costs. ·First, the table presents

actual pilot project cost totals as previoualy derived in Tables 6.4 and 6.5

($591,700 in Missouri and $588,100 in North Carolina). These totals include

costs from the earliest nKmths of the Pilot projects when reviewers were
·{?

inexperiencedand less efficient than in later _mths. Second, the table shows

total costs after adding to labor _ticel the estimated cost of the extra

leave that would have been used had per___nent Federal employees worked in the .:,_,

pilot projects (as derived above). As shown in Table 6.7, these two cost :

totals rouqhly match Federal QC costs under the regular OC system (being :i'=_

respectively 1.0 percent lcMer and 1.2 percent hiqhe£ for the two States '<_?i

combined). Note, _er, that both these cost estimates are far less than the _;_

total costs of $2,095,900 of the regular (lC system in the two States (by :_ '[

combined amounts of $916,000 and $890,700 respectively). _v.--

Table 6.6 then shows three sets of estimtes of the costs of a "nature" hji[_
c_-tier system. _he first removes two full months of costs from the cost ,=;

totals (includingpay for the added leave time) assmning that two lost months _i_

approximate the cost of initial staff inefficiency. Both pilot projects
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Table 6.7. Cr_Tier Federal Cost Differential (Percentage): Difference
Between Pilot Project and Regular OC Costs

__. - ._

ttiss_ri North _Wo States
Carolir_ Ccmbin_

Comparisorm Based on Actual State Caseloads

Full Pilot Project Costs -15.2 19.1 -1.0

Full Pilot Project Costs -12.7 20.8 1.2
Plus hdjus_s_nt for Leave

Costs for 14 Months -23.2 5.5 -11.3

Twice April-Sept. 1987 -32.7 -4.6 -21.1
Costs

Efficiency Adjusted Costs -22.6 11.8 -8.3

Comparisons Based on State Caseloads of 1200

Full Pilot Project Costs 41.6 19.1 29.4

Full Pilot Project Costs 45.6 20.8 32.2 /:_;
Plus Adjustment for Leave

Costs for 14 Months 28.1 5.5 15.9

Twice April-Sept. 1987 12.3 -4.6 3.1
Costs

Efficiency Adjusted Costs 29.1 11.8 19.8

_urce: All cost comparisons based on cost estimates in Table 6.6. . ,_?,:<
Cost savings to FNS are indicated by entries with negative signs. :_:

,+

?:i '"'

:. _4.._f__
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operated for about 16 months (with North Carolina starting and ending about

- -'-' :' two 'weeks-a_ter MiSs'OUri'-). we subtracted Wo-_rda of the costs, of .the July.

September 1987 quarter to arrive at the 14-month cost totals shown in the table

($535,500 in Missouri and $521,200 in North Carolina). As shown in table 6.7,

these costs fell below the costs of the regular QC system by 23.2 percent in

Missouri, exceeded cost by 5.5 perce,n.t in North Carolina and for the two States

combined fell below regular QC costs by 11.3 percent.

The second estimate of "mature" one-tier costs takes the cost data from

the April-June and July-Septeober1987 quarters and doubles them. This

procedure implicitly assumes the pilot projects were in a "steady State" in

these months--i.e.,making determinat/c_mabout payment accuracy for 100 cases

per month (not inclucttngdropped cases) and doing th/s __-_ngcases recently

assigned (within the past two or three montJ_s).. Mtcrodata on case assigrm_nts

and error rate determinations by sample month suggest this was not achieved by

the pilot projects during April-Septem_r 1987 (particularly in North

Carolina). 32

Table 6.6 shows estimated costs when cost data from these six months are

doubled. In Missouri the est4mte of $469,400 is 32.7 Percent below regular QC

costs to rNS. _he est_ate is 4.6 below regu/ar QC Federal costs in North _:,

Carolina. For the two States the ccmbim_ costs across the pilot project sites

were 21.1 percent lower than the reqular QC costs to FHS (Table 6.7).

The th/rd procedure for est/sB_ the costs of a 'mature' c_e-tier system

used Job ticket data on the trend In average review times (for completed cases)

over the course of the pilot project. As noted in Section 4 of this report the :

average time needed to coo_lete a 0C case as recorded on the Job tickets

decreased noticeably between the start and end of both projects. '?

32/ This issue is discussed in more detail in Section 7.
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Under our efficiency-adjusted est_unatin9 procedure we noted the relative

........... effIcfency wIl_-wttTch'casas were omnpleted in the first half of the pilot ..... ........

project relative to the last half of the project. For cases in the OC samples

from April to September of 1987 (the last six months) the average review time

was 7.770 hours in Missouri and 8.305 hours in North Carolina. For each of the

first six se, pie _ths we then divided the average Job ticket review time by

these last-six-month averages. The resulting relative efficiency measures

ranged from .682 to .850 in Missouri, from .682 to .962 in North Caroline, and

averaged .7750 and .8425 respectively in the two States.

The two overall relative efficiency measures (.7750 and .8425) were used

to deflate actual pilot project costs for the October 198_June 1987 period

(essentially the first half of the period when QC reviews were being

conducted). These deflated costs were then added to actual costs from the last

half of the projects (_uly 1987-ttarch 1988) to yield the efficiency-adjusted

costs estimates shown in Table 6.6. AS shown in Table 6.7, these estimates are

lower than Federal costs of regular QC in /ttseouri by 22.6 percent, but 11.8

percent higher in North Carolina. For the two States rosined the cost saving

to FNS is estimated to be 8.3 percent.

we believe this third cost measure probably is the most appropriate for :_

9auginq the costs of a "mature" one-tier system. It incorporates actual

information on int_rovegents in reviewer times over the course of the pilot

project as well as using data rrm the individual States to adjust actual state ?
,.

costs. In the national cost estimtes _,d comparisons to be discussed in the

next section, prhnary emi/msis is placed on efficiency-adjusted costs in Jd

cm_rinq regular 0C with nationwide Federal one-tier QC. Note that of the

three cost measurement methods, this shows the sa_lest average Federal cost

disadvantage for the pilot project vis-a-vis the regular QC review systes, 8.3
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percent versus 11.3 and 21.1 percent for the 14 Mo_ths and the twice-April-

:'*'-''' september estlmtes; _'spectively. ...

A sharply different cost ccmparimm emerges from the su_a_ data in Table

6.7 when the ccmpari_ involve equal nunbers of cases within each State. The

bottom part of the table compares costa to FRS when the present QC system and

Federal c_e-tier OC each reView 1200 cases in each State. Fourteen of fifteen

cells in the bottom section of Table 6.7 now show FNS would incur increased

costa if c_e-tier QC were to replace the regularQC system in these two States

(amd reView the same ntmber of cases). The comparisons of efficiency-adjusted

costs show costa to PHS rising by 29.1 percent in PLtsscuri,by 11.8 percent in

North Carolina and by 19.8 percent for the two states combined.

When the two groups of cost comparisons are reViewed, the importance of

State caseloads bec_es apparent. For a particular method of pilot project
f

cost measurement, the comparismm for North Carolina are identical. Thus :..:

Missouri d-m_nates the overall resulta; making Federal one-tier less expensive f:i_*:

in cc_garisonsof actual State caseloadsbut more expensive for State caseloads ::

of 1200. Ail of the swing in the efficiency adjusted costa differential, from .:._

a cost reduction of 8.3 percent across the two States to a cost increase of .....:,_

19.8 Percent, Is explained by this single factor. .,.;J?'i_.._

To conclude the cost comparisonswithin the two States, we find that under _/?

all three methods for estimating the costa of a mature c_--tier system, it has -:_
j.'

and North Carolina. The range of estimated cost savings to FAS for the two

States ccnbined is from 8.3 percent to 21.1 percent. This favorable cost ...._'
.<>

comparison for Federal one-tier QC become a cost disadvantage (of from 3.1

percent to 19.8 percent), however, for c_mpari_ based cn equal nunbers of 0C ::_:'

reViews in the two systems, r_y, all cost comparisons show a substantial
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reductio_ in to_L_ costa (including State costa which are not reimbursed by

' FT4S) when Fede_e_' 'one-tie_ OC _el_aces the present QC sys_ in these two ,

S.rates.

Hationwide Costs 'of Impl_tt_ One-Tier OC

Each year the States conduct over 70,000 QC reviews of positive food stamp

cases. Combined, the 2400 reviews in Pltssouri and 1200 reviews in North

Carolina represent about 5 percent of the national total. This section

·ex,nines the costs of a natimal isplemntation of one-tier 0C. Generalizing

iron the findings in two States to national totals has note than a few

potential pitfalls. _erefore, the discussion _111 be qualitative as well as

quantitative, since the plausibility of _ny national projection depends on the

accuracy of the projection mthodoloqy, we place as _ch emphasis on the way

the national estimates were derived as on the resulting quantitative estimates.

A major question that nust be addressed in a naticfUil cost comtmirison

involves the a99reqate number of case reviews in the two 0c review systems.

Under the present (or reqular) (lC review system 70,677 reviews were conducted

by the States in 1986. Included in this total are all the reviM conducted in

States whose present OC samples exceed 1200. Sample sizes in excess of 1-200 ?;$

accounted for 15,755 cases in 1986 oF 22.3 percent of the national CC review

caseload. If Federal one-tier 0C were to be implemented nationwide, one option __

would be to lt_it the _ sample size in the States to 1200 (as in the two ,;_,_

pilot sites). Replacinq the reqular (lC system with a Federal one-tier system ::

which limited individual State sa_es to 1200 would lead to cost savings

purely iron a reduction in the r. ud_r of 0C reviews as well as other savings to

be realized under Federal one't_ter 0C. National implementation of such a 0C

review system would reduce the _qregate nun_r of cases iron 71,000 to 55,000.
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One cost _mparison to be made will c_mpare the costs of the present 0C system

of 71,000 cases with'a Federal _-tier system that reviews 55,000 cases. .

Some proponents of Federal on, tier OC might argue that it will iead to

cost savings due to its greater efficiency. Innovative elements in the design

of the pilot project (cltlstertnq, use of the verification specialist, use of

the streamlined review form and reducing the volume of second party reviews)

can be cited as factors leading to its increased efficiency. We presume that

cost c_z_arim designed to assess cclparative efficiency should be based on

equal nuat_rs of cases. Tberefore, a second comparison in ou_ national cost

analysis will stress the ccmparattve costs of the present QC system with a

Federal c_--tier review system that revi M the sam number of cans. In this

ccmparison each 0C review system will be assumed to review 55,000 cases. For

both national =cmparis_ we focus primarily on costs incurred by FNS and not

the totality of QC costs including costs borne by the States. ._?_

If Federal one-tier QC with a nationwide caseload were to replace the .-

present QC review system, sample sizes would be reduced in fifteen states. The ?

precision of estimted error rates based on sample sizes of 1200 in these _

states would be adversely affected. In this rePOrt we do not attempt to make :.,

quantitative est!__tes as to the size of the loss of precision. However, _...

before a smaller {_ system were adopted this issue should be given carefml ,_c_f.

consideration by FNS. 33 i:_%

33/ Maxtzam sample sizes of 1200 per state would reduce the present samples in _-_,
-- the following states:Alabma, Arizona, California, Florida, Illinois, _"_

Kentucky, Hichigan, Missouri, New Jersey, Ohio, Oregon, South Carolina, ?i:
Washington, West Virginia and Wiscormin. One analysis of the association _._
between QC sample size and the precision of estimated error rates is found
in WESkiT, 'A StstisticalEvaluation of Food Stamp Quality Control'
Prepared for Office of Analysis and Evaluation, U.S. Department of
Agriculture, (September1987).
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_e changeover fram the present QC review sYStem to Federal one-tier OC

-- - raises, several i 'sS4_esthat cou/d affect cost comparisons of the _ systems.....-..

In additic_ to questions about total sample sizes, at least two other issues

should be noted. (1) Would the changeover be made by the Department of

Agriculture alone or in conjunctionwith a similar changeover in the AFDC and

Medicaid programs? If the QC review systems for these progrAm_ are left

unchanged there would continue to be CC agencies in the States but their

c_seloadswould be substantiallyreduced, i.e., by 40 to 45 percent. If there

were scale diseconomiesassociatedwith reviewing fewer cases, the smaller

scale of remuin/ng State operations could increase costs to the Department of

Health and Human Service (HHS). Our cost analysis focuses oaly on costs to FNS

and does. not address this issue. (2) _at costs would still be incurred by the

States after Federal one-tier CC is i._lemented? Three activities can be

identified; participation in sampling, reviewing error cases, and participation

in informal negotiationsand formal arbitrationwhere there are disagre__._e_nts

over error findings.34 Our cost analysis has not developed State-level

estimates of these costs. We alum these costs to _ would be zero. The

effect of this assumption is to make the cost comparisons somewhat more

favorable to Federal one-tier QC than would otherwise be the case. :_:

. ,:¥;
At the national level the cost el...Jntsneeded tO compare a one-tier CC

system with the present system are exactly the sA.__as in the two States where

the pilot project was tested. Increased costs will be incurred by FNS if half ._,;_

.- · _,?,%_

3_4/Thestates might ccmtimm to review ne_tive cases, since our cost
cc._arisons focus only on the costs of positive cases, the costs of
negative cases fall outside the scope of the coeq_ris_m.
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ab_t 20,000 cases (14,400 in the 36 States with State samples of at least 1200

:and Federal re_re_i*ew _es o_ 400 and the r_ining 5600 from the smaller

states) '. The ntnber of Federal re-revimes would not change if the maximum

State sample size was reduced to 1200.

The national cost calculation can now be derived from the preceding cost

averages and case totals. The total cost of State review activities is

$36,978,900 (71,000 cases t4m-s $520.83 per case) and for Federal re-reviews it

is $7,172,400 (20,000 cases times $358.62 per case). Thus, total costs of the

present OC system are est/mated to be $44,151,300 and the costs to FNS are

$25,661,800. The total costs of the Federal one-t/er system are estimated to

be $25,025,000 (55,000 cases t4uos $455.00 per case).

Using the preceding cost-per-case estimates, a Federal one-t/er system (as

tested in the pilot project) would incur lower total costs than the regular QC

system ($25,025,000 versus $44,151,300). Due to 50 percent Federal

reimbursement of State costs, however, the total costs to FNS of the present

system are $25,661,800 and the Federal one-t/er system would cost only 2.5

percent less than the present system to review the sane number of cases.

A second illustrat/ve comparison to be made involves the Federal costs of

the present OC review system, but reviewing 55,000 cases and a Federal ce_-tier ;

system reviewing 55,000 cases. Since al/ the necessary cost calculat/onshave

already been rode they can simply be repeated. Total Federal costs for

reviewing .55,000 cases in the regular 0C system are $21,495,200 (half of 55,000

times $520.83 plus 20,000 times $3S0.62). Costs under Federal one-t/er 0C for

reviewing 55,000 cases are $25,02S,200. A changeover to Federal one-t/er QC

that left unchanged at 55,000 the ntmber of 0C reviews would increase costs to

FNS by 16.4 percent (using the effictencF-edJusted costs concept as developed

for Table 6.6).
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It should be emphasized that the preceding cost comparisons between

':_ .... nati c_ide zedera_ _-_ier versus rogular QC were illustrative. S_ey were

presented to _d-monstrate our methodology and to identify the elements that need

to be known in order to sake cost coeq_risons under this methodology.

One must know the number of cases tobe reviewed and the average cost-per-

case of conducting reviews in the two systems. Since the national numbers of

state regular QC cases and Federal re-review cases are known, the imp°rtant

questions for making national proJecticem center around the estimated cost-per-

case averages of State QC reviews and Federal re-revievs in regular (2(2and

Federal c_-tier QC reviews as tested in the pilot project. The likelihood of

major errors in the Federal revie_ and re_revievs is reduced bythe fact that

Federal employees have a single pay structure (the Federal GS scale) that

applies to all geographic areas. Thus, of the three cost-per-case averages, we

focus on the State costs in regular QC.

Average State costs per review can vary widely as shown clearly in Table

11.1 of the 1987 Abt report. 36 Individual State QC programs have a variety of

structures; e.g., integrated or nonintegrated sampling, generic or program-

specific reviewers, as do the State welfare agencies that make the original

eligibility determinations e.g., $ta__nistered versus County-administered. ?

State costs per case thus vary due to differences in average salaries and

benefits and differing distributions of costs by object categories.

representative of nationwide costs per case are Missouri and North :_:.f:_-

Carolina? Recall from Tables 6.1 and 6.2 that labor costs made up 71.9 percent
i

and 67.8 percent of total costs in the two States respectively. Salary data in :

the 1982 Census of Goverrments 37 show that average salaries of State public

3_66/Ibid.

37/U.S. Department of Cc_erce, Bureau of the Census, "1982 Census of
Gove_nts, Volume _-GC82(3)-2,' (Rashinc_c_, D.C.: GPO, 1984), Table 2.
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welfare em_oyees (which include QC.employees) in Missouri are belew the

nation! average, _er'eas in North Carolina average sala£ies are. very close to

the national average. We have made an average salary adjustment and use the

adjusted salary estimate to derive cur preferred natior_l estimate of the cost

of implementingone-tier QC.

The data from the 1982 Census of Gore_rr_e__ntsidentifies both State and

county workers who are Public Welfare employees. In October 1982 there were

169,931 State public welfare workers nationwide,'5,058in _tasouri and 988 in

North Carolina. _is classificaticu includes QC workers. The average monthly

salaries for these worker qrcu_ were $1,451 nationwide, $1,132 in Missouri,

and $1,496 in North Carolina. Note there are tony more such State workers in

Missouri than in North Carolina because Missouri has a Stat_nistered

welfare system. The corresponding r,--_ers of county employees .in the two

States were 362 and 7,393, respectively. Because eligibility workers earn less

):
than the average of all State employees, we have adjusted the _ttse_uriaverage

up to $1,206 and the national average up to $1,498 to remove the effects of

eligibilityworker salaries on the Missouri and national averages. The new
W_j_

average monthly salaries in Kissouri and North Carolina ($1,206and $1,496) :.._j

have the
s__m percentage differential (24 percent) as the 1987 ammal average :_i[_[._

salaries for QC workers in the two States ($19,100and $23,685). After _

adjustments, the s_le average ulary of Misscuri and North Carolina workers :_

in 1982 was found to be below the national average by 10.8 percent (i.e., a -_

national average of $1,498 versus a _ttssourt-North Carolina average of $1,351). :_

The 10.8 percentage salary cti£ferential was then used_to raise average it

salaries of first tier QC workers in 1987 (leaving other _ts of first

tier QC costs unchanged). _lis modification yielded an estimated national _;t

cost-per-caseaverage of $559.89 or 7.5 percent above the sample average used

in the earlier illustrativecalculations.
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Using the higher State-level cost per (_ case of $559.89 caused the

.estimate of t_al state costs for revie_ng 71,000 cases to rise to $39,752,200 .

and State plus Federal re-review costs to rise to $46,924,600. These are our

preferred estimates of the total nation, de costs of regular QC. Costs to

of the present system are estimated to be $27,048,500. Using this preferred

cost estimate we find that Federal one-tier QC has a cost advantage to _ of

$2,023,500 ($25,025,000 versus $27,048,500) or 7.5 percent less than regular

QC. This savinqs would be the result of L_o offsetting factors. The reduced

caseload _tld 3field a cost saving to' INS of 16.6 percent, but the changeover

to the new review system would increase costs by 10.9 percent. 38

We have also made Federal one-tier versus regular QC cost comperiscm

using the other two estimates of mature cae-tier costs as described in Table

6.6. Under the costs-for-14-e_aths estimator we find the costs to _ of

Federal _e-tie= QC to be $24,218,150 (versus $27,048,500) for a cost advantage

of 10.5 percent. Qnder the twice-April-september-1987-costs estimator, one-

tier _ is even less costly ($21,548,450, or 20.3 percent less than regular

CC), but we view this as the least accurate Federal one-tier cost estimator.

Our next cost ccotmariscas involve equal naticrr_ide numbers of (72 cases

(55,000) and our preferred cost measure for Federal =aa-tier QC, i.e., ::..'

efficiency-adjusted costs. We est_ate the total costs of regular QC and

Federal one-tier QC to be $35,818,000 and $25,025,000 respectively, when each

system reviews 55,000 cases. Federal costs for the two systems are estimated

to be $21,495,200 and $25,025,000 for a Federal c_.-tier cost disadvantage of

16.4 percent. Finally, if costs were the primary concern to lq_S,a 16.6

38/ These two percentages (-16.6 and +10.9) do not add to -7.5 percent because
of nonlinearity when the two underlying cost ratios are mltiplied
together.
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i

percent cost reduction could be realized under reqular CC by limiting SO

'pet':cent Federal' c_t 'rei_urs-mnt to 1200 CC cases per State. This limitation

in the reimbur_le sample size _tld reduce Federal costs from $27,048,500 to

$22,569,400. The $22,569,400 is $2,455,600 less than the estimated nationwide

costs of Federal one-tier CC.

It seems prudent to end this section on national cost co0_risona c_ two

cautionary notes. First, to make national cost estimates of one-tier CC we

make inferences from the tvo pilot project states to the nation. The cost

estimates for the pilot project in the two states had a margin of uncertainty. 39

To project the costs of regular CC from the two states to the nation we made an

adJus__ent for average salary levels of State CC workers _4_/ch seemed

reasonable but _ose accuracy could not be verified. No other elmnts of

State costs _ere modified.

Second, adopting a one-tier CC system with a limit on State samples of
_¢,.%

1200 cases _mld reduce both the efficiency of estimating error rates and the
·_ , ?J

usefulness of the CC results for _naqement purposes in those States that nov
- .?

have larger samples. '

SOPK_R_

_ile several alternative methods of estimating costs wre presented in '"-:_''_-.

the section, our preferred estimate is the efficiency-adjusted measure. Using _"*::':"_:_

that measure, I_S costs of the one-tier CC pilot project were. about 23 percen t. .:...- -,

less in Missouri (due to the smaller sample size) and 12 percent more in North · .-:j_

Carolina than their tw_-tier CC c_mterperts. If a Federal czm-tier CC system '

with mx!_ samples of 1200 per state were implemented naticx'ad, de, our best .,-(.

39/ The sources of tmcertainby _ere noted earlier at the conclusion of the (;-,
discussion of pilot project costa.

. ,[
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estimate is that the cost to FAS_d be about $2 million--or 7.5 percent-

· · -less _ the 'cost-to _ of the current OCsystem with. its larger sample.

Sizes.
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7. G_LITY_ _ _ W _ _
° . .

The most important measure of review qualitY is the error rates, which

were analyzed in Section 5· Two other measures could supplement that

analysis, ,*me_ly, the rpmd_er of disagreements between the States and aeqional

Offices over the cf_-tier pilot findings and their resolution,andthe

proportion of incomplete cases by the pilot project· These are addressed

below, followed by an asaes-n-_,_t of whether the pilot project was sufficiently

staffed.

Disaqreem_ta and Their l%esol_on

PLtssouri State CCworkers re-reviewed a subsa_le of 400 pilot cases and

all other cases found in error by the pilot reviewers. In North Carolina,

only the pilot error cases were re-reviewed. One measure of the qualitY of

the pilot reviews is the number of case findings that the States disagreed

with and the resolution of those disagrem,,_m_ta--either through informal

negotiatic_ or for-*1 arbitration.

No firm conclusionscan be drawn about the qualitY of pilot reviews from

an analysis of disagreements (seeAppendix W)· In the subs_e of 400 pilot _

cases re-reviewedby Missouri State CC workers, 12.1 percent of the one-tier

reviews turned out to be incorrect (i.e., wre either accepted as incorrect by

the RO or were Judged to be incorrect through arbitration) T_.tsfalls within _:

the range of cases determined to be fncorroctby the Federal re-review process

in the regular CC system--18.8percent in North Carolina and 4.0 percent in

the Missouri.

In the pilot error cases re-reviewd by the State in Missouri (includfng

those in the 400 case subsample), the pLz_ortion of findinqs found to be
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incorrect by the state (and also accepted as incorrect by tim Reqional Oiiica

·''-'or j 'udqed-'t0:'be incorrect through arbitration) was quite high---l_.Spercan_ .......

However, the proportion of incorrect findings by the North Carolina pilot was

only 2.1 Percent. This ccmq_res to 4.4 Percent of error cases within the 400

zederal validation staple that were found to be incorrect through the Federal

re-review process in the regular QC system in PLtssouri and 9.7 percent in

North Carolina.

Inccl_ete Cases

Another potential measure of the quality of reviews of the pilot project

is the number of incc_lete cases. Cases can be determined to be incomplete

if the household refuses to be interviewed, or misses interview appointments,

or cannot be located; the Judgment of whether a case can be completed is left

to the reviewer. The proportion of incomplete cases was five times higher in

the Ittssouri pilot than in the regular QC system (4.95t vs. 0.98i) and three

times higher in the North Carolina pilot (9.48% vs. 3.03%).40

This higher proportion of inccm_ete cases in the pilot project may have

been because of the lag in time before the reviews _ere conducted due to the _

backlog; more households would not be rWceiving food stamps at the time of the /_,

review and, therefore, might be less likely to cooperate. Alternatively, it '

may have been because the pilot reviewers felt they could not invest the tine

necessary to complete difficult reviews because of the pressure of the backloq :_:

of cases, and/or because of the rush to end the project.

i

40/ The proportion of cases not subject to review was also slightly higher in _,!
the pilot project than in the regular QC system, but these are generally
outside the judgment of the revimmr; they are not subject to review _,,:_
because the case is under fraud investigationor the recipient died or
movedout of state.
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_hlle the first reason my have been the doeinant one, there is some

evidence in support of the second and third hypotheses; namely' that 5 of the .

17 cases in the 400--case subsemple Missouri declared incomplete by the pilot

project were completed by the State in the re-review. AlsO, in the North

' Carolina pilot the number of incomplete cases was highest for the February-

JUne sample months when the backlog was high, giving support to the second

hypothesis. However, tony of these cases wer_ not turned in until near the

end of the project--nearly 40 percent of all incomplete cases were submitted

in the last three months o£ the project, December 198?-February 1988. This

may simply indicate that reviMrs held incomplete cases longer with the hope

of completing them, or it may sug_st that perhaps some cases were not

vigilantly pursued in the rush to end the project. Xn the _Lssouri pilot the

number of incomplete cases was quite high in two of the last three sa_le

months, also lending _ support to the rusl_-to-firLish hypothesis.
t:

Take n together, the data suggest--trot do not conclusively prove--tJ_t the '_

higher proportion of inccaplete cases in the pilot project reflect a lower

quality o£ review of these difficult cases. If so, this was probably due to

pressure felt by steff to complete the large backlog of cases by the end of

· the project.

Size of Staff _'
z

%_

x. using re=ate of riot proj t to dete h. a =.-tier i
system should be staffed and at it _mld cost if i_lemnted nationwide, it '"'_

is important to address the question of whether the pilot project was ., ::._.

sufficiently staffed. One indicator of an insufficient staff size would be if
'_:

the pilot never reached the stage where, over a substantial period of tim,

cases were being c_.leted as quickly as they were being assigned (i.e., a



noun's work was being cowgletsd in a nonth's tine). Because of ._.e late

....... Start-up-and:ip. itiai."to_r-pcoduct:ivi_ of the inexperienced reviewers, both.'..

pilot sites had a large and growing backlog of cases over the first several

months. Thus _m proxy for when--or wbet_r--the pilot sites reached this

fcll¥-productive stage is _tlmr their backlog finally stabilized.

In the Missouri pilot the backlog of cases grew until the end of ltay 1987,

reaching a high of 457 (Appendix Table W.1). Between then and the end of

September the backlog declined alight, ly (to 393) and then fell off rapidly

because no new cases were assigned after _pt_r. Based on the proxy

measure Of the backlog, then, it appears the Missouri pilot reached the fully

productive stage for the four-smnth period of June through Septesd_r,

compie_ng more than !10 cases per month.

This cc_clusion is tentative, _r, because sane of the cases completed

during this time had been partially completed much earlier when the backlog

was building: the average number of days between reading the case record (the

first step) and completing the case. rose steadily, peaking at 52 clays in 0Uly,

and retained at about this level through _cesimr. Thus the higber mnn__r of

cases completed during tim f_tly productive stage reflects both ongoing work

and _rk that had been conducted in tho past. (Taken at the extreme, if no ., ....
. ._:

cases had been completed until June 1 but most had been partially coeple_, _:

then a large number of cases could be coepleted in the next four months with a :_:

corresponding large reduction in the backlog. ) _:.::_

The same tentative conclusion cannot be drawn for the North Carolina
/

pilot, however. Even though its sample averaged seven cases per month less '_;

than the Missouri pilot's, it appears that the North Carolina pilo_ never

achieved a fully productive stage. For the aonths prior to OctOber 1987 the , :i_;

number of cases coepleted never reached 100 except du_in9 July, when 158 cases
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were cosseted (Appemtix _exte W.2). Consequently the hacklo9 rose steadily

' ' thr_i_i'_une;', ghe_ i:t'reached a high of 559, fell to 501 at the endof July, .......

and then rose each month until the end of September, after which no new cases

were assigned.

Other evidence also points to a conclusion that a national one-tier

system would have to have -_re staff than the pilot project. First, no

negetive cases were reviewed in the pilot project, but they would be in a

national system. Based on calculations in section 6, this would add from 5 to

8 percent to the workload. Seco_, most of the reviewers were temporary

employees and had less leave tim than would permanent employees in a na_tcr_l

system. Third, as discussed above, the proportic_ of incceq_ete cases was

relatively high in both pilot sites. Since incomplete cases in the pilot

project took about half the time of ccoplete cases (s ee Section 4), staffing

under a national system would have to be increased somewhat under the

assumption that the .percentage of incomplete cases would be more like that ' _''

experienced in the reqular 0C systen. :,

St_ary __?_i.j., j

-' c_.*i_

An analysis of disagreements over the determinationsof re-reviewed cases .i:_:.l_

provides no firm evidence that the quality of reviews differed between the two i:.:.4'
· , ?_.

0C systems. The higher _r of incc_leta cases in the pilot project could ;;'%;

be indicative of lo_r quality reviewsl but it could simply reflect the fact _._::_'!':?',!:_
that the cases were "older" and sore difficult to cce_ete. :_:i.?::_:._?

An analysis of backlogs of cases and case completions per month indicates :'_'- . ?

that the _rth Carolina pilot never reached a sustained period when the _-ahe_ r ' _

of cases completed equalled the number of cases assigned, suggesting that that ':-?:._._

pilot site was insufficiently staffed. Moreover, when other peculiarities of

,.L
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the pilot project (no review of negative cases, ummually high numbers of

.... *-in 'c6mplete' _s,. ie's_ _paid leave) aze taken into account, it appea=s _t'a

nati_al Federal one-tier OC system would require more staff than the pilot

p=oJect.

i'

iL

%
, · ._:

· 2z_
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8. SO[qq%RXAll) _I(INS
_ . ' ..... · . . /...

The'pilot project proved'that it is feasible to operate a Federal one-tier

QC system. The system was developed and in_lemented and a full year's QC

sample was reviewed in both States.

Horror, the early implementation of the pilot project vas neither _._oo_th

nor timely. For a number of reasons--the primary _e being a late decision on

which funding sources would be used to fund which staff, causing a delay in

hiring---the pilot project began late. For the most part, the staff had no

experience in conducting OC reviews. In hindsight the initial training was

inadequate for such inexperienced staff--it was not lc_g enough and did not

include practice reviews. The inexperienced reviewers felt they were not

fully productive for four to five montihs. This long learning period is

supported by review time on job tickets, which declined substantially over the ·

first three sample months (reflecting_rk over the first four to six months).

In addition, the ratio of senior reviewers to staff and the duties

assigned the senior reviMrs above the normal supervisoryduties were based

on a nature system. Launching any new project places an extra burden on

supervisors. In the case of the pilot project, this burden was increased

because of the inadequate training of those staff inexperienced in QC reviews.

Consequent/y, much of the needed training _ conducted _ on a case-

by-case basis. This undoubtedly _e_i productivity in the early weeks of

the project and consumed much of the tim of the senior reviewers (and project

managers).

The late start up, insufficient initial tra.hung, and long learning period

of the inexperienced reviewers all centrilmted to a substantial and increasing

backlog of cases over the first seven to eight months of the project.
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One of the primary objectives'of the one-tier pilot project was to reduce

" r''e_i ew'time 'pe'r c''as_.tand thus increase the average caseload per. reviewer--as ... :_

cce_ared to the tw_-tier QC system-. The increase in the average caseload was

accc_lished, but review time per case appears not to have been reduced

proportionately. First, even after adjusting for lower productivityover the

first six months, the pilot project took the equivalent of about 14 months to

complete the ammal sample, comgared to the equivalent of 12 months for the

regular QC system. Seccnt, the time recorded on the job tickets by the pilot

project revie_ersduring the "steady-state'period of the project was only

about 5 percent less than that recorded by the State reviewers in the two-tier

system, whereas the pilot's caseload per reviewer was about a third more.

However, since much of the reviewers' total time in both QC systems was not

recorded on the job tickets, it is not clear what this means. It could mean

that the pilot reviewersworked more hours per week, or it could mean that the

State reviewers recorded less of their direct review time relative to the

pilot reviewers.

The one-tier pilot project had three t/me-saving special features. One

was the structured worksheet, which was reported by the reviewers to save time

in the case write-up (th/s claim is also supportedby a cc_rison of write-up

time recorded on the job ticketsbetween the one-tier and the two-tier

reviewers). This suggests that such a worksheet _uld also increase

efficiency in the regularQC system, a_-perhaps not coincidentally--both :
·_-_:

Missouri and North Carolina two-tier QC systems recently instituted structured
,.d

worksheets.

Another feature of the pilot project was use of a verification specialist

to conduct the ccuputer matches. _his feature was implemented in both sites,

but it may not have increased the efficiency of the reviews much, if at all.

Substantial knowledge of the QC review process is required in order to know
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which co0_mter matches to conduct. Sued on the two-tier operations in the

t_ States, it my'be preferable to have one person conduct the matches if one

of the clerical or -__!nistrative staff has this knowl_; otherwise it is

probably more efficient to have the reviewers do their own computer matches.

In any event, it is a very small proportion of the time required for a case

review.

The final time-eavinq feature of the pilot project was to have quarterly

instead of monthly deadlines so cases in outlying counties could be

"clustered" across months to reduce travel time. This feature of the pilot

was not given a rigorous test because it was never fully iat_l-mnted. In

theory, it seems that clusteringwould reduce review time. It may be that it

was not fully implmnted because it took so lon 9 for the pilot to adjust to

the late start-up and large backlog o£ cases, rather than because it wes not a

good idea.

Thr ee measures were used to assess the quality of reviews in the pilot

project compared to the two-tier system: error rates resulting from the

reviews, the nmnber of disagr _e_M_nts and their resolution, and the number of
"' t

incomplete cases.
i:i_f

The analysis of error rates does not yield any convincing evidence of a _...:
.-.%

difference in error rates between the two 0C systems. The North Carolina

pilot error rates tended to be higher than the regular QC error rates before ,

adJus_nt for the Federal re-revimeand lower after adjustment. In Missouri _!_

the piloterror rates were generally the same or hiqber for overpayments and

lower for %n_de__ts, both before and after adJus*m_nt for the Federal re-
.{

review. However, few Of the differeftcesbetwt_n the two system were

statisticallysignificant.4! - 4

4--1/ The use of error rates as a proxy forthe quality of the reviews rests on
the assumption that louer qualitl_ reviews will be reflected in lower error
rates because fewer errors willbe discovered.
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analysis of disagreements also yields no clear indicatim of the

..... Supe'riority cyt' cae' 's_tem over the other i n the qual'it_ of reviews.. _tts

measure might have been better than error rates as a proxy for review quality,

but the probable variation in the standards for re-review, both between 0C

systems and between States within systems, introduces a bias in this measure

that cannot be controlled for. Thus the r_-mSer of disagr_nts that are

upheld varies widely between QC system and States, and no inference 'can be

drawn about the quality of reviews between the two 0C systems.

The proportion of incomplete cases was _,ch higher in the pilot project

than in the regular QC system, indicatinq a lower quality of review in the

pilot project. The data suggest that this was probably due to pressure felt

by staff to reduce the large backlog o£ cases and complete the project.

However, there is also some question of whether the pilot project was

adequately staffed. The North Caroli na pilot never reached the stage where it

was consistently completing a quarter's sample in the equivalent of three

month's time, and there is also scee question whether the Missouri pilot

achieved this level of productivity. Consequently, the proportion of

incomplete cases should be less in an adequately-staffed, ongoing one-tier

system. _

The final evaluation criterion cceqparin9 the two system is their cost.

If the present two-tier CIC system was replaced nationwide by a Federal one-

tier system as tested in the pilot project, and the _K: sample sizes were ,.;_i;_

limited to 1,200 per state, it is estimated that the costa to the Federal

gove_nt Mmld decline by $2 million, or 7.5 percent. This savings is

solely due to a reduction in the total nunber of cases that would be reviewed

under the two sys_?l,000 under the current system and 55,000 under the

Federal one-tier system. The reduced caseload would yield Savinqs to the
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Federal government of ,1-_st 17 percent, but the changeover to the otto-tier

-systen'wOuld 'increaSe :Federed costs by 11 percent. .- .

Under a comparison of equal sample sizes (55,000 under both OC systems), a

Federal one-tier QC system would cost the Federal government $3.5 milli_--or

16 percent--more than the two-tier QC system. However, total costs to both

Federal and State governmentsof a one-tier system under this comparison would

decline by over $10 million. All of the savingswould accrue to the States.

However, reducing the current naticeml QC sample size from 71,000 to

55,000 under a one-tier system will reduce both the efficiency of es%imating

error rates and the usefulness of the QC results for uw_a_g_M_ntpurposes in

those States that now have samples larger than 1,200 cases. Also, the

estimatedcostsof a nationalme-tier systemdo notinclude certain State

functions that would likely be performed, the most important of which is the

re-review of cases found in error by the ore_'c.ter system. . ..

Our m_ary asaes_ent, then, is that (1) it is feas_e to operate a

Federal one-tier OC systen, (2) there is no convincing evidence that the i'f

quality of revie_ would be any different trader a one-tier than a two-tier

systel, and (3) a one-tier system without State £e-reviewsand with a national "_:

saeple of 55,000 cases _ be less costly to the Federal government than the ._:._
;{

current two-tier system with its la,e= sense (but there would be s_e loss -,_

in efficiency of estt_t/ng error rates in s_e states), and it would be lore _

costly than the current tuo-tier system if the sample sizes were equal. ?:_

Possible Lessons mr,--b Pilot rot _ TWo-Tier _ Slmtet :,,:_i
· _._i _.

· ,:._
Evaluation of the pilot project and its two-tier counterpart in the two ._· )' ¥

States provides _ information on ways the two-tier QC system might be :'-.'ii_

improved if it is to be retained.
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First, the adoption of a structured worksheet like that used in the pilot

.... '-woul'd*'pr'o"b_lyred{/ce review time.42 ' Second, reducing the number of second--- *.

party reviews by the Ststes to one for non-error cases--and perhaps doing

those on only a random sample of cases of experienced reviewers--would reduce

costs and probably have little or no effect on the error rate.

· ..._

'-c7_

*'5;f_&

._.,

7<';_

i_' _

·,..fi
t_

. _

42/ Copies of the structured worksheet can be obtained from FNS.
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