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PREFACE

This report presents the findings of a study that examined the

effects on Food Stamp Program error rates of two possible program policy

changes and an alternate specification of error rates for AFDC

recipients. The study was conducted by Mathematica Policy Research.

We would like to thank Joseph Murray for outstanding programming

support for the analysis. We are also indebted to Ab_ Associates for

supplying the data extract on which our tabulations are based and for

providing tabulations of the percentages of various types of error

occurring in AFDC cases.



EXECUTIVE SU55iARY

This report uses case-level data from the Integrated Quality

Control System to examine the effects on Food Stamp Program error rates of

two possible program policy changes:

o Elimination of the housing deduction

o Adoption of a standard benefit policy for c_ses that
also receive assistance under the Aid for Families with

Dependent Children program (AFDC), such as that tested

by Illinois in the Food Stamp Simplified Application
Demonstration

In addition, the report examines the potential effects of altering the way

Food Stamp Program error is determined for food stamp cases that also

receive AFDC. Specifically, it considers:

o Adoption of an error measure which, for AFDC recipients,

takes into account the offsetting effect on Food Stamp
Program error of the benefits determination rules for

the AFDC program.

The analysis suggests that each of these three program changes

would result in substantially lower Food Stamp Program error rates. It is

estimated that the elimination of the shelter deduction would have lowered

the Fiscal Year 1984 payment error rate from 8.6 percent to 8.1 percent.

This, in turn, would have reduced the total amounts of the fiscal

liabilities levied on the states by about $16 million, a reduction of

approximately 20 percent of the total.

The adoption of standard benefits policies for AFDC households

would have lowered the Fiscal Year 1984 payment error rate froTM 8.6 percent

to 7.6 percent, resulting in a reduction in fiscal liabilities of $31

i



million, or 39 percent. The comparable savings from taking into account

the AFDC offset in computing error rates are a reduction in error from 8.6

percent to 8.1 percent and a reduction in sanctions of $16 million,

approximately 20 percent of the tota[.

ii



I. INTRODUCTION

Altering various features of the Food Stamp Program could

potentially affect the complexity of the administration of the program, and

this, in turn, could have effects on measured program error rates. It is

therefore useful to have quantitative estimates of the approximate sizes of

the changes in error rates which could result from changes in the

program. As part of FNS's current study of the Integrated Quality Control

System, FNS has asked Mathematica Policy Research to examine the potential

effects on error rates of a number of possible Food Stamp Program

changes.

This report examines the potential effects of two substantive

policy changes:

o Elimination of the housing deduction

o Adoption of a standard benefit policy for households
that also receive assistance under the Aid for Families

with Dependent Children program (AFDC) such as that

tested by Illinois in the Food Stamp Simplified

Application Demonstration

In addition, we examine the potential effects of altering the way Food

Stamp Program error is determined for food stamp cases that also receive

AFDC. Specifically, we consider:

o Adoption of an error measure which, for AFDC recipients,
takes into account the offsetting effect on Food Stamp

Program error of the benefits determination rules for
the AFDC program.

For each of these three potential program changes, this report

analyzes data from a national sample of QC cases to determine the potential

1



1

changes in error rates that would occur. Section II describes the data

used in the analysis and provides a summary of the QC errors that were

observed for the sample under conventional Food Stamp Program rules. The

effects of the three possible program changes identified above are then

examined in Sections III, IV, and V respectively. Section VI summarizes

the results of the study. A series of appendices provide technical details

about the analysis.

1
The effects of two other possible changes in the way in which

state fiscal liability based on error rates is computed - taking into
account claims collection rates and taking into account underpayment - were

discussed in an earlier memorandum to FNS.

2



II. DESCRIPTION OF THE DATABASE AND SAMPLE

The data used in the analysis for this report were extracted from

the Integrated Quality Control System (IQCS) and are based on a national

sample of households participating in the Food Stamp Program. The QC

system reviews data concerning household composition and income during a

particular month for a sample of food stamp households. This information

is then compared with data originally collected by theiocal food stamp

offices, and errors are recorded.

The QC reviews are done at the state level. However, federal

workers "rereview' samples of each state's reviews to assess their accuracy

and the final official state error rates are adjusted to reflect the

results of this rereview process. In calculating official state error

rates, cases with errors of 5 dollars or less are not counted as cases with

errors.

During the review process some cases are found to have more than

one error. In ail states, when multiple errors are found, the state

reviewers code information on the type of error for each error that is

discovered. In some states, in multiple error cases, dollar amounts are

also assigned to each individual error; however, in other states only the

overall case error amount is determined, rather than the amounts for the

individual component errors. Even in states where dollar amounts are

assigned to individual component errors, the dollar amounts do not

necessarily add up to the overall case error, because some errors may be

either overlapping or partially offsetting others.



of
The analysis for this report uses data from July and August 1984.

Observations are weighted to represent the national population of Food

Stamp program participants. However, statistics based on this weighted

sample will differ somewhat from published national statistics on QC error

rates, both because federal rereview data were not used here, and because

ts
the sample is based on data for two months rather than a full year.

ood
The IQCS extract used in this analysis included 6979 households, of

which 1543 contained errors in food stamp coupon issuance amounts Y

r
identified by the QC system. Of those cases with reported errors, 789 were

missing individual data items or had inconsistencies among data items. _e

attempted to edit these cases in order to preserve them for analysis and

_ons
were successful in all but 62 cases for which there were insufficient data

available co make sensible imputations. These 62 cases were deleted.

The 727 cases with data problems which were not deleted were

subject to editing procedures, many of which were guided by QC system

Jld
coding conventions. These included ignoring errors of 5 dollars or less

mos t
and assuming that the most important error was coded in the first error

ch
block. In addition, when conflicting information was presented by the

It
total error and individual errors, the total error was assumed to be

FDC
correct, since it is that quantity which is used in calculating official

_C
state error rates and presumably is subject to greater scrutiny by the QC

sys tem.

7he
For a substantial number of states, in cases with multiple errors

no information was available about the dollar error amounts of individual

errors. In such instances, the data editing involved imputation procedures

f
under which the overall case error was allocated among the individual



TABLE II.!

DISTRIBUTION OF CASES WITH ERRORS BY HOUSEHOLD TYPE

(Percentages)

PureAFDC Other All
Households Households Households

No Errors 81.2% 75.8% 77.5%

OneError 16.9 21.3 19.9

More than One

Error 1.8 2.8 2.5

Percent of

AllCases 31.7 68.3 i00.0

6



households in the overall analysis sample. Of those households with

errors, approximately 88 percent had just one error, and 12 percent had two

or more errors. Among pure AFDC households, which make up just under a

third of the sample, 81 percent had no errors. The distribution of cases

with one error or more than one error for the two subsamples was similar to

the distribution for the overall sample.

Average dollar error per case by household type and case review

finding (that is, net overpayment, payment to inelig%bles or underpayment

for the case) are summarized in Table II.2. For the overall sample, errors

for overpayment cases averaged 38 dollars, and those for underpayment cases

averaged 32 dollars, each about 27 percent of the average allotment.

Errors involving issuances to ineligible households were higher, 101

dollars, because the errors were always for _he full coupon issuance.

Cases with more than one error had somewhat higher average errors than

those with one error.

For overpayment and underpayment cases, there was very little

variation in amount of error across household types. However, these errors

are approximately 23 percent of the allotment in AFDC households, but are

39 and 30 percent of the allotment in other households for overpayment and

underpayment, respectively. For ineligible households in the AFDC

subsample the average error was 135 dollars, while for other households it



TABLE 11.2

AVERAGEERRORAND ALLOINENI BY HOUSEIIOLD1YPE AND REVIEW FINDING

(Dollars)

Pure AFDC Other

Households Ilouseholds All Ih.meh_ldu

Over Under Over Under Over Under

Ineliqibility Payment Payment Ineliqibility Payme,t Payme,_t h)eliqibility Payment Paymen!

Average Error
Cases with one $154.92 $t8.O9 $14.84 $95.08 $t4.25 $29,78 $101.46 $15.41 $51.31

error

Cases with more - 48.85 18.61 a - 55.19 44.15 - 52.54 58.65
than one error

All cases with 1}4.92 _9.06 15.26 95.08 57.05 51.91 101.46 t7.61 12.5(I
errors

co Average Allotment 155.O0 b 168.70 152.44 111.O5 95.(1B 106.00 11}1.40 b 141.48 119.65

aThis average is based only on 11 cases.

bin [leneraI payment error due to ineligibility For a case should be the same as the cast; allotment. Editinq procedures fur

households with a review findinq of ineliqibiliLy deleted all error blocks for which the error finding was Hot ineligibility arid
recomputed the total error. This occured in onl) a few cases and caused the observed di:,crepancy. ,'



was 95 dollars. The higher food stamp allotment, and subsequent larger

error, in these cases reflect the relatively lower economic status of AFDC

1
participants.

The proportions that various types of error contribute to overall

error rates vary somewhat among household types and across review

findings. This is shown in Table 11.3 which displays errors classified by

type of error (household composition, earned income, unearned income,

2
shelterdeductionor other).

Payment error (overissuances and issuances to ineligible

households) for the sample as a whole was dominated by errors associated

with earned income, Forty-two percent of overissuances and 47 percent of

ineligibility error fell into this category.

Several other error categories also contributed substantially to

the error totals. For overpayments, 28 percent of the error was due to

errors associated with unearned income. For ineligibility errors,

substantial numbers of errors involved asset information, the predominant

error type in the "other" category for ineligibility errors. For

underpayment errors, household composiuion, earned income and unearned

1
The average underpayment error for pure AFDC households with more

than one error was found to be 19 dollars. Based on intuition and

empirical evidence for the other subsample, it could be expected that this
number should be at least as large as average error for households with

only one error (35 dollars). However, there were only 11 pure AFDC cases
with more than one error, so this result is probably due to sampling error.

2
Type of error was based on the element and nature codes of the

individual errors. See Appendix C for the precise mapping of these codes
into the categories cited in this report. A more detailed version of Table

II.3 is given in Table D.2 in which element codes are not aggregated into

these categories.



IABLE II.3

SOURCEOF ERRORBY HOUSEHOLD1YP[

AND REVIEW FINDING

(Percent aqes)

Pure AFDC Other

I tousehu Ids tluuseho I ds A11 thm.,;(:hoI ds

Over Under Over Under Over Under

lneI iqihil ity Payment: P_yment InelJqibil ity Payme,t Payment I.eliqihil ity Paymmlt Payment

Household Composition 10.1_ 13.8% 66.9% 17.7% 10.6,,% 19.5% 16.1_ 11.5% 27.7%

Earned Income 5_.8 69.5 7.0 65.1 _9.0 29.6 _6.9 42.0 22.9

Unearned Income - 16.6 11.2 }.8 ,_2.1 ,_2.7 }.0 27.7 26.

Shelter Deduct ion - 16.5 3f1.9 - 11.1 10.fi - 12.6 16.2

k-, Other a _6.1 _.6 /4.0 _,_ } 7 i 8.2 _.9 6.1 6.90 ° °

a"Other" includes errors cuncerninq assets, tJedLict ions other than for sheJ(ur arid ut il it ius a.d other fni_it'u( J lillttoLIG UFl'or_.



income errors were represented approximately equally as the major sources

of error.

The subsampie of pure AFDC households generally reflected the

patterns of the sample as a whole with respect to payment error. Earned

income was the primary source of this type of error, and problems with

information concerning assets contributed substantially to issuances to

ineligible households. However, unearned income errors did not play as big

a role in overpayments to pure AFDC households as they Rid for other

households, reflecting the fact that for most pure AFDC households the only

source of unearned income is the AFDC payment, which is accurately known by

the case worker at the time when the food stamp eligibility and benefit

determinations are made.

The lack of a dominant source of underpayment error noted for the

overall sample appears to be the result of different types of errors being

the major contributors for the Cwo subsampies. Among the pure AFDC

subsample, household composition and shelter deductions were the major

factors in underissuance error, while in the other subsampie they were

earned and unearned income.

Since parts of the analysis focus on policies that would affect

only AFDC households, it is important to examine the proportion of all

error that occurs in such cases. As shown in Table II.4, pure AFDC

households account for approximately 25 percent of payment error and

approximately 30 percent of underpayments.

ll



TABLE II.4

PERCENTAGE OF ERROR DOLLARS
BY HOUSEHOLD TYPE

PureAFDC Other Ail

Households Households Households

Ail PaymentError 25.1% 74.9% 100.0%

Overpayment 28.3 71.7 100.0

Ineligibility 21.3 78.7 100.0

Underpayment 29.7 70.3 100.0



III. ELLMINATION OF THE SHELTER AND UTILITY DEDUCTIONS

The Food Stamp Program shelter and utility deductions add

considerably to the complexity of the process of determining food stamp

eligibility and benefit levels, and, because of this, they contribute

significantly to the administrative cost of operating the program. In

particular, use of the shelter and utility deductions adds to
t

administrative burden, both because it requires that case workers obtain

detailed information on housing and utility costs from clients, and also

because it increases the complexity of the arithmetic calculations needed

to determine net countable income for the program.

The purpose of the shelter deduction is to target benefits to

households who are most in need of assistance. However, the degree to

which it is an effective mechanism for doing this is unclear, since, to

some degree, differences in housing expenses simply reflect different

consumption preference patterns of households rather than differences in

underlying need.

In light of these factors, it has been suggested that the

separately calculated housing deduction be eliminated and replaced with an

1
increase in the standard deduction. This would clearly simplify the

program and would essentially "define away" housing error. This section

provides quantitative estimates of these potential effects on error rates.

1
The offsetting increase in the standard deduction could be set at

a uniform rate for the nation as a whole, or it could be calculated on a

state-by-state basis to take into account differences between states in

average shelter costs.

13



1. Simulation Procedures

The elimination of the shelter and utility deductions was simulated

by setting all shelter and utility errors on the analysis file to zero.

Case and dollar error rates were then recalculated without the shelter

errors.

2. Effects on Error Rates

Estimates of the percentage reduction in QC error rates under the

elimination of the shelter and utility deductions are presented in

Table III.1. The 1984 national error rates and their adjusted values based

on the simulation have been included for the purposes of illustration.

As shown in the last column of the table, for the overall sample

the estimated reduction in payment error resulting from the elimination of

the shelter deduction is 6.8 percent. A reduction of this magnitude lowers

the national payment error rate from its 1984 value of 8.6 percent to 8.1

percent. The reduction in the payment error rate was larger for the AFDC

subsample, where errors in the reporting of the sheiger and utility

deductions were most prevalent, and smaller for the remainder of the

sample.

The reduction in underpayment error was 16.5 percent for the

overall sample. The order of the reductions in underpayment error among

the subsamples followed the pattern observed for payment error. A larger

reduction was seen for the AFDC subsample--31.0 percent--and a smaller one

for the other subsample--lO.2 percent.

The reduction in case error rate for the sample as a whole was 17.7

percent. For the AFDC subsample, the reduction in the case error rate was

14



TABLE III. l

1984 ERROR RATES AND ERROR RATE REDUCTIONS UNDER ELIMINATION

OF SHELTER AND UTILITY DEDUCTIONS

Pure AFDC Other Ail

Households Households Households

a
Payment Error

1984Rate 5.3% 11.0% 8.6%b

EstimatedPercent 9.7 5.7 6.8
Reduction

Adjusted1984Rate 4.8 10.4_ 8.1

Underpayment Error

1984Rate 1.7 2.7 2.3b

EstimatedPercent 31.0 10.2 16.5
Reduction

Adjusted1984Rate 1.2 2.5 2.0

Case Error

1984Rate 19.5 25.1 23.4b

EstimatedPercent 28.9 13.8 17.7

Reduction

Adjusted1984Rate 13.9 21.7 19.2

aIncludes overissuances and issuances to ineligibles.

b

1984 error rates for pure AFDC and other households were computed from the
national error rates for all households. These allocations were based on

the proportion of error attributable to each subsample in the July/August

1984 QC dataset used in this analysis.

15



28.9 percent, while among the other households the reduction was 13.8

percent.

3. Effects on Fiscal Liability

As noted above, the elimination of the shelter deduction is

estimated to reduce national payment error rates by 6.8 percent. It is of

interest to assess the impact that such reductions would have on the fiscal

liabilities that are computed for the states with high error rates. In

order to examine this issue, we have recomputed the Fiscal Year 1984

liabilities under the assumption that each state's payment error was

reduced by 6.8 percent.

Table III.2 displays the results of these calculations. Illinois

is excluded from the analysis because the Simplified Application

Demonstration was taking place in that state during the analysis period.

As shown in the table, in 1984 fiscal liabilities were computed for 35 of

the states and territories included in the table. We estimate that the

liabilities would have been totally eliminated for 5 of these 35 states and

territories and that liabilities would have been reduced for another 16 of

them. Overall, the total amount of the liabilities for states other than

Illinois is estimated to drop from $78.5 million to $62.0 million, a

reduction of approximately 20 percent.

In examining the state-by-state information displayed in Table

III.2, it should be noted that these calculations are based on an

assumption that the elimination of the shelter deduction would reduce error

for all states by the same percentage. In fact, it is likely that states

with relatively high shelter costs experience relatively more shelter-

related error and therefore would have relatively larger error

16



TABLE III.2

EFFECTS ON FISCAL LIABILITY OF
ELIMINAIIN6 THE SHELLER DEDUCTION

Official 1984 Adjusted 1984 Official 1984 Adjusted 1984 ChangeBetween
State PaymentError PaymentError LiabilityfO) Liabilitylc) Officialand

Rate Rate AdjustedLiabilii

Alabama 13.4 12.4 $9,227,122 $7,549,464 S1,677,65c
Alaska 9.3 8.7 SO SO S(
Arizona 9.4 8.7 $1,199,0t7 $59%50? $599,50_
Arkansas 9.7 9.0 $1,144.268 $1,144,268 $:
California 7.7 7.1 S4,263,747 $4,263.749 S,
Colorado 10.7 9.9 SI,381,910 $829,146 S552,76
Connecticut 7.1 6.6 $0 $0 S
Delaware 6.4 2.0 $0 $0 S
WashingtonDC 8.8 8.2 $235,823 $235,823 S
Florida 9.0 8.4 $2,116,453 $1,058,226 $1,058,22

Georgia 9.6 8.9 S3,697,445 $2,464,963 $1,232,4B
Hawaii 3.7 3.4 SO ;0 S
Idaho 6.9 6.4 $0 $0 $
Indianafa) 8.6 B.i $1,361.069 $1,361,069 $
Iowa 8.5 7.9 $690,194 '- S34S,097 $345,09
Kansas 7.4 6.9 $I01,150 ' SO S101,1_

Kentucky 9.0 8.4 $1,3951355 $1,395,355 13,35
Louisiana 10.2 9.5 $5,2B3,439 $3,170,063 $2,1
Maine 6.7 6.3 SO $0
Maryland 6.9 6.4 $0 S0 S

Massachusetts 9.9 9.2 $2,321,093 $1,547,396 $773,6_
Michigan 6.5 6.0 $0 $0 S
Minnesota 9.8 9.1 Sl,461,779 $1,461,779 $
Mississippi 9.2 B.6 $1,731,884 $1,154,589 S_7,2_
Missouri 5.8 5.4 $0 $0 $
Montana 8.8 B.2 S90,933 $0 $90,9_
Nebraska 8.8 8.2 $301,193 S301,193 $
Nevada 2.5 2.4 S0 SO S
NewHampshire 8.2 7.6 $73,631 $0 $73,62
NewJersey 7.5 7.0 $1,098,471 S0 $1,088,47

HeNMexico 11.8 II.O S2,197,176 $1,569,426 $627,77
NewYork I0.1 9.S $10,063.%4 $10,063_%4 S
NorthCarolina 7.2 6.7 $523,964 S0 S523,94
North Dakota 6.3 5.8 S0 S0 $
Ohio 6.7 6.2 $0 $0 S
Oklahoma 7.6 7.1 $586,756 $586,756 S
Oregon 9.2 8.6 SI,340,292 $893,528 $446,74
Pennsylvania 10.4 9.7 S7,819,005 S4,691,403 $3,127,6C
RhodeIsland 7.1 6.6 SO $0 s
South Carolina 10.9 10.2 S3,159,3S7 $3,159,387 s

South Dakota 3.6 3.3 SO $0
Tennessee 6.1 5.7 $0 $0 s
Texas 10.0 9.3 $8,212,334 S8,212,334 Sm

Utah 11.4 10.7 $1.334,155 $952,968 $381,1[
Vermont ?.7 9.0 $200,169 S200,169
Virginia 7.6 7.1 $652,347 $652,347 s
Wasfiington 9.2 8.6 $1,509,980 $1,006,653 $503,32
WestV_rginia ' 7.0 6.5 $0 $0
Wisconsin 9.6 8.9 $1,391,622 $?27,748 $463,8:
Wyoming 9.1 B.§ $94,377 S94,377 :

6ual 3.4 3.2 $0 $0
VirginIslands 12.1 11.3 $259,762 $1_5,857 $103,9C

TOTAL $78,511,287 S62,048,605 S16,462,6E

fa) Illinois is excluded from the tabulations becausenot all of the relevant data Mere available.

(b) Total fiscal liability including Illinois NaS$81,35S,779.

(C) 'Adjusted 1984Liability" Nascomputedusing the official FNSformula for calculating state liability.
The formula maybe summarizedas follows: if the official paymenterror rate exceedsthe state's goal,
then a liability is applied according to the state's rate of liability, which is equal to five percent
for every percentage point or fraction up to three percentage points by which the error rate exceeds
the goal, plus ten percent for every percentage point or fractlon above three. The state's liability
is the FNSshare of the state's adm:nistrative funding times the liability rate. The liability maynot
exceedthe state's excess error times the state s FSPissuances.



reductions. This would be offset by lower-than-average error reductions in

states with low shelter costs. Thus the state-by-staTe information in the

table represents only an approximation of the potential effects of the

policy change being analyzed. It seems likeiy, however, that, overall, the

information in the table represents a reasonable estimate of the potential

national impact on fiscal liability from eiiminaging the shelter

deduction. The estimates of reductions for individual states are probably

much less accurate.

18



IV. ADOPTION OF THE STANDARD BENEFITS POLICY FOR AFDC HOUSEHOLDS

A second Food Stamp Program change which could lead to reductions

in QC error razes is the adoption of a standard benefits policy for AFDC

recipients, such as that recently tested in Illinois in the Food Stamp

Simplified Application Demonstration. Under a standard benefits policy,

households composed entirely of persons who receive AFDC assistance

automatically are assumed to be eligible for food stamps. Furthermore, the

amount of food stamp benefits to which such households are entitled is

determined from a simple table "look-up" process, based only on household

size, the presence of earnings, and the presence of an elderly or disabled

I
household member.

Any standard benefits plan that was implemented would probably be

limited to food stamp households composed entirely of members who also

receive AFDC assistance. In most states, virtually all households that

consist entirely of AFDC recipients are eligible for food stamps. In

addition, because of the structure of the AFDC program within any given

state, most AFDC-recipient households of the same size have approximately

the same income, since AFDC benefits are generally reduced to offset the

presence of other sources of income. The basic logic of the standard

benefits concept as it applies to AFDC households is tha_, because all AFDC

households within certain easily defined categories have approximately the

same income, the administration of the Food Stamp Program for these

1
The look-up tables on which standard benefits would be based would

be set on a state-by-state basis to reflect differences between states in
AFDC benefit levels.

19



households can be simplified substantially by giving all households within

each category the same allotment level, without going through the detailed

eiigibilizy and benefit calculation procedures that are normally used in

the Food Stamp Program.

The results of the Illinois demonstration showed that a standard

benefits policy can lead to substantial reductions in the administrative

costs of providing food stamp benefits co AFDC recipients. In addition, as

noted in MPR's evaluation of the demonstration, there are several features

of standard benefits that resul_ in substantial reductions in error

rates. In particular, since shelter costs are not involved in the standard

benefits calculation, errors due to this factor are eliminated. Over- and

underpayment errors associated with unearned income are also eliminated,

since the standard benefits approach does not make use of this

information. Furthermore, while the presence of earnings is a factor in

determining standard benefits, the exact level of earnings is not, only

whether earnings were above or below 75 dollars. Therefore, measured

errors in this area are also reduced.

The analysis below examines the magnitude of _he reductions in

error rates that could be expected from the adoption of a standard benefits

policy. It should be emphasized that such policies are only applicable to

cases composed entirely of AFDC recipients, and, as discussed above,

reductions in error rates are therefore limited to such households.

1. Simulation Procedures

In order to simulate the effects on QC error rates of the standard

benefits calculation, a new error file was created by modifying individual

error blocks on the base file and recomputing the amounts of total case
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!
error and case review findings as necessary. As mentioned above, _he

standard benefits plan applies only to AFDC recipients and our analysis

applied this simulation only to pure AFDC households.

For the purpose of specifying the simulation, individual errors

were classified by review finding (ineligibility versus over- or

underpayment) and by type of error. Most ineligibility errors were assumed

not to change under standard benefits. However, any such errors that were

due to the incorrect reporting of deductions were eliminated. Over- or

underpayments that were due to information concerning household composition

were also assumed to be unchanged by standard benefits, since the standard

benefits plan relies on household size in a manner similar to the current

benefit calculation. Those payment errors that were due to information

concerning unearned income or deductions were eliminated, since the only

form of income that a standard benefits plan would examine is earnings.

Over- or underpayments that were due to information concerning earned

income were reduced by 89 percent. This assumed percent reduction was

based on the results of the Simplified Application Demonstration

2
Evaluation. Details of this procedure appear in Appendix B.

!
Case review finding was recomputed as follows. If ail the error

blocks were deleted, the finding was set to 1, no error. If any error

block had a finding of ineligibility, the case finding was set to 4,

ineligibility. Otherwise, the case finding was set to 2, overpayment, if

the sum of the individual errors showed a net overpayment and was set to 3,

underpayment, if the sum showed a net underpayment.

2

Errors involving earned income were still possible under the

Illinois Simplified Application Demonstration, because the amount of

standard benefits received depended on whether or not a household had more
than 75 dollars of earned income.
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2. Effects on Error Rates

Table IV.i presents estimates of the effects of a standard benefits

plan on payment, underpayment, and case error rates for the total sample

and AFDC subsample. 1984 national error rates and _heir adjustments under

the adoption of the standard benefit plan are also presented. Error rates

under the current benefit calculation are presented for other households

for zhe purpose of comparison. The estimates for the total sample reflect

tile use of standard benefits only in the AFDC subsample.

Under the standard benefits plan, the payment error rate for the

AFDC subsampie was reduced by 48.2 percent. This had the effect of

reducing the payment error rate in the total sample by 12.2 percent. _en

these reductions were applied to the 1984 error rates for pure AFDC

households, the payment error rate dropped from 5.3 to about 2.8 percent.

For the overall sample, payment error dropped from 8.6 percent to 7.6

percent.

The esgimated effects on underpayment error of adopting a standard

benefits policy are comparable in relative magnitude to the effects on

payment error. For the overall sample, underpayment error was reduced from

2.3 percent to 2.0 percent. Similarly, case error dropped from 23.4

percent to 20.0 percent.

Table IV.2 breaks down payment error reductions by type of error.

Standard benefits had no impact on reducing payments to ineligible

households. Its major effect on overissuances was in eliminating all

unearned income and shelter deduction errors and reducing earned income

error by 89 percent among pure AFDC households. Errors due to other
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TABLE IV. 1

1984 ERROR RATES AND RATE REDUCTIONS UNDER ADOPTION OF
THE STANDARD BENEFITS POLICY

Pure AFDC Other Ail

Households Households Households

Payment Error a

1984Rate 5.3% 11.0% 8.6%b

EstimatedPercent 48.2 -- 12.2
Reduction

Adjusted1984Rate 2.8 -i1.0 7.6

Underpayment Error

1984Rate 1.7 2.7 2.3b

EstimatedPercent 50.4 -- 15.3

Reduction

Adjusted1984Rate 0.8 2.7 2.0

Case Error

1984Rate 19.5 25.1 23.4b

EstimatedPercent 55.0 -- 14.3

Reduction

Adjusted1984Rate 8.8 25.1 20.0

a
Includes overissuances and issuances to ineligibles.

b
1984 error rates for pure AFDC and other households were computed from the
national error rates for all households. These allocations were based on

the proportion of error attributable to each subsample in the July/August

1984 QC dataset used in this analysis.
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TAFlLE IV.2

SOURCE OF PAYMENI ERROR REDUCTION DUE ICI ADOPIION DF STANDARD

BENEFI IS BY REVIEW FINDING FOR PURE AFDC IIOIJSEIIfIIDS

ineliqibility Overpayment Total PaymeJ,t Error

Ut_de r U_(te r tls_de r 'didde r Under IJllde r

Current Standard Percent Correllt St alldard Percent CurrerlL St undavd PurvellL

Poi icy gel,of it s Reduct ion Poi icy B,:nerit s Redwt't ion Pul icy Benefits Reduct it)mi

Itousehold Composition $595,574 $595,374 O.R,°g $1,12(I,594 $1,120,594 0.1}% $1,715,968 $1,715,960 CI.O?_

Earned Income 3,169,109 3,169,109 O.O 4,584,902 5CI_,526 6'7.0 7,754,fill ],672,6]5 52.6

Unearned Income 0 0 - 1,531,571 0 1(111.0 1,531,571 0 10{I.0

Shelter Deduction 0 CI - 1,448,752 0 100.0 1,448,752 0 100.0

,o Other 2,127,535 2,127,535 fl.fi 309,Rll 15_,943 _6._) 2,4_7,_46 2,2_1 47B 1.2

Total 5,R92,018 5,892,018 O.O R,995,6 _O 1,758,06_ 60.5 14,887,640 7,65fl,l/H1 48.6 a

a

The percent reduction for total payment error for pure AFDC households differs sliqhtly from the figure presented in Iahle IV.1

(column 1, row 2). This is because some cases th_Jt are currently overpayments become uf,derpayments under the simulation and vice

versa. These cases are included in the Table IV.1 error redoctio_ estimates (which are therefore more cw,ceplually correct), but

not in the more detailed tabulation presented here.
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deductions and assets were also eliminated, thereby reducing "other' errors

by 57 percent.

3. Effects on Fiscal Liability

The estimates presented above suggest that approximately 49 percent

of payment error for AFDC cases would be eliminated by adopting a standard

benefits plan. Since AFDC cases account for approximately one fourth of

all payment error (see Table II.4), this implies that _%e overall national

payment error rate would decline by approximately 12 percent, as shown in

Table IV.1. As with the impacts of eliminating the shelter deduction, it

is of interest to examine the potential impacts of a standard benefits plan

on fiscal liability.

In conducting this analysis, we have taken into account variations

among states in the proportion of food stamp payment error which occurs in

AFDC cases. In some s_ates, particularly many of those in the South, with

relatively low levels of AFDC payments and low income limits for AFDC

eligibility, only a relatively small proportion of the food stamp caseload

receives AFDC and, correspondingly, AFDC households account for only a

small proportion of food stamp error. On the other hand, in states with

more generous AFDC programs, substantial proportions of the food stamp

caseload and of food stamp error are accounted for by AFDC households. In

order to take this factor into account, we have estimated for each state

the reduction in the state's payment error rate resulting from a standard

benefits plan by multiplying the national estimate of the reduction in

payment error for AFDC cases (i.e. 49 percent) by the proportion of the

state's payment error which occurs in AFDC cases. For instance, if for a

given state, AFDC cases accounted for 33 percent of payment error in the

25



state, the reduction in that state's error rate was estimated as .33 times

1
49 percent, or approximately 16 percent. The adjusted state error rates

were then used to recompute state liability.

Table IV.3 displays the estimated changes in the Fiscal Year 1984

fiscal liabilities which would result from the introduction of a standard

benefits policy. The estimates shown in the table suggest that The amount

of fiscal liabilities would be reduced for 27 of the states and territories

included in the table. The overall level of liability would be reduced by

$30.6 million, from $78.5 million to $47.9 million, a reduction of

approximately 39 percent.

1
State-by-state estimates of the percent of case error occurring in

AFDC cases were developed on the basis of tabulations provided by AbC

Associates of payment error by household type by state for all 12 months of

Fiscal Year 1984. These data are presented in Appendix D.
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TABLE iV.5

EFFECTSONFISCALLIABILITY OF
THESTANDARDBENEFITSSIMULATION

Official 1994 Adjusted I_B¢ Official 1984 Adjusted 1984 Chanoe_etwe_
State PaymentError PaymentError Liability ih) Liability (c) Officlai an:

Rate Rate Adjusted Liabii

Alabama 15.4 12.9 59,227,122 57,549,¢64 51,b77,_
Alaska 9.5 9.2 S0 $0
Arizona _.4 8.7 51,19_,017 5599,509 $599,,
Arkansas ?.7 9.3 $1,144,269 S1,144,268
California 7.7 6.0 $4,263,749 $0 $4,253,
ColoraOo 10.7 8.7 $1,381,910 5552,76¢ _8291
Connecticut 7.1 _.8 50 $0
Delaware 6.4 6.0 $0 $0
WashingtonOC 8.8 6.5 5235,825 $0 $235.
Florida 9.0 8.4 52,116,453 51,059,22& $l,058,

Georgia 9,8 8.7 $3,697,445 $2,464,%3 $1,232.
Hawaii 3.7 3.0 $0 50
Idaho 6.9 8.3 50 S0
Indiana(aS B.6 8.2 51,361,069 $1,361,069
Iowa 8.5 7.3 5690,194 - 5345,097 5345,
Kansas 7,4 6,3 $101,150 50 $101,
Kentucky 9.0 8.5 51,395,355 51,395,355
Louisiana 10.2 9,4 $5,283,439 $3,170,063 52,113,
Maine 6.7 6.2 $0 50
Maryland 6.9 5.5 50 $0

Massachusetts 9.9 7.3 $2,321,093 S0 $2,321,
Michigan 6.5 4,9 50 50
Minnesota 9.8 8.3 51,461,779 5974,520 5467,
Mississiopi 9.2 8.9 51,731,864 51,154,589 S577,.
Missouri 5.8 5.3 S0 50
Montana 8.9 7.7 $90,933 $0 590,
Nebraska 6.9 7.B $301,193 5150,597 5150,
Nevada 2.5 2.5 50 $0
NewHampshire 9.2 7.0 $73,631 50 573,
NewJersey 7.5 6.2 $1,088,471 50 $I,088,

NewMexico I1.8 11.2 $2,197,196 51,569,426 $627,
NewYork 10.1 8.6 $10,063,964 55,031,982 55,031,
NorthCarolina 7.2 8.9 5523,964 $0 $523,
North Dakota 6.3 5.4 $0 50
Ohio 6.7 5.5 $0 $0
Oklahoma 7.6 7.3 5586,756 $588.756
Oregon 9.2 8.6 $1,340,292 $693,528 $446,
Pennsylvania 10.4 9.4 $7,619,005 S4,691,403 53,127,
RhodeIsland 7.1 6.3 $0 $0
SouthCarolina 10.9 9.8 53,1_9,397 51,895,_32 51,2b),

SouthOakota 3.6 3.3 50 50
Tennessee 6,1 5.9 $0 S0
Texas 10.0 9.0 $6,212,334 58,212,334
Utah 11.4 10.1 $1,334,155 5952,969 $381.
Vermont 9.7 6.8 $200,169 5133,446 $66,
Virginia 7.6 7.2 $652,347 5852,_¢7
Washington 9.2 7.8 $1,509,980 $503,327 $1,006,
West Virginia -." 7.0 6.5 $0 $0
Wisconsin 9.6 7.5 $1,391,622 $463,874 5927,
Wyoming 9.1 8.5 $94,377 $94,377

Guam _,4 3.3 S0 $0
VirginIslands 12,1 12.0 ;259,762 $259,762

TOTAL S78,511,287 S47,661,644 S30t649,

(aS Illinois is excluded from the tabulations becausenot all of the relevant data were avaiiable.

(b) Total fiscal liability including Illinois ,as S81,355,779.

Cc) 'Adjusted 1994Liability" wascomputedusing the official FN9 formula for calculating state liability.
The formula maybe summarizedas folloes: if the official paymenterror rate exceedsthe state's goal,
then a liability is applied according to the state's rate of liability, which is equal to five percent
for every percentagepoint or fraction up to three percentage points by which the error rate exceeds
the goal, plus ten percent for every percentage point or fraction above three. The state's liability
is the FN6share of the state's aem]niszrative funding times the liability rate. The liability maynot
exceedthe state's excess error times the state's FSPissuances.



V. INCORPORATION OF AFDC OFFSET FACTOR INTO FOOD

STAMP PROGRAM ERROR CALCULATIONS

The third potential change examined in this report is a change not

in the Food Stamp Program itself but rather in how QC error is calculated

for food stamp cases that also receive AFDC. In particular, the change

considered below would involve altering the error determination rules to

take into account the offsetting effects on Food Stamp Program error of the

benefits determination rules for the AFDC program. _

Under current QC rules, AFDC and Food Stamp Program errors are

determined independently of each other. Therefore the assumed "correct"

food stamp amount used in calculating food stamp error is based on the

households' AFDC receipts during the review month. The rationale for this

is that it bases the food stamp error calculation on the cash income

actually available to the household. However, this tends to overestimate

the net cost to the government of the errors, in that it ignores the fact

that changes in the size of a client's AFDC payment to correct for an AFDC

error will, in general, result in a change in Food Stamp Program benefits

in the opposite direction.

An example may help illustrate this. If, under conventional Food

Stamp Program rules, an AFDC/food stamp case is found to have unreported

income, the size of the food stamp error is calculated under the assumption

that true gross food stamp income for the case should have been the amount

actually used in the erroneous calculation plus the entire amount of the

unreported income. In fact, if the unreported income had been known to the

case worker who was handling the case, gross income used in the food stamp

benefit calculation would not have gone up by the full amount of the
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unreported income, because the AFDC payment would have been reduced,

largely offsetting the contribution of the unreported income to gross

income in the food stamp benefit calculation. The current QC rules do not

take this offset into account.

The analysis below estimates the potential impact on measured Food

Stamp Program error rates of changing the QC rules to take this AFDC offset

into account. In this analysis, we shall assume that the rule change is

limited only to food stamp households composed entirely of AFDC

recipients. In principle, this change in QC procedures might also be

applied to "mixed" households where some but not ail of the household

members receive AFDC. However, with the information on our data file, it

is not possible, in general, to determine for these mixed cases whether the

recorded errors involve the AFDC or the non-AFDC members of the

household. Therefore simulating the effects of the rule change on these

mixed households would be difficul_. _"J_zs'_it_on_--_ may _oult in some

underestimate o_ the potential effects of taking into account the AFDC

1
offset in calculating Food Stamp Program error.

It should also be noted that our analysis focuses only on error

offsets related to the AFDC program. In principle, similar adjustments

could be made with regard to other assistance programs such as Social

1
Tabulations conducted of the QC data file on which the current

study is based suggest that approximately 40 percent of the QC error in

cases where there are any AFDC recipients occurs in mixed cases which are

composed only partly of AFDC recipients. This would appear to place an
upper bound on the degree to which our results understate the total

possible effect due to our not considering the mixed households. In fact,

however, it is reasonable to assume that much of the error which occurs in

mixed households pertains to the non-AFDC members of the households, and

thus the understatement implicit in our results is probably much lower than

40 percent.
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Security, SSI, and General Assistance. However, because of resource

limitations, the current analysis focuses only on interactions with AFDC

errors.

The analysis below considers only errors affecting both AFDC and

food stamp benefits. Errors that could affect AFDC but not food stamps,

and thus could potentially introduce a food stamp error when none was

measured before, are not included in the data base used in the analysis and

thereforecould not be analyzed. _

1. Simulation Procedures

As with the simulation of the standard benefits calculation, in

order to simulate the offsetting effects of the impact of taking into

account changes in AFDC payments when computing Food Stamp Program errors,

a new error file was constructed that modified the error blocks as

appropriate and recomputed total case error and review findings. Again,

this simulation was applied only to the subsample of pure AFDC households.

Under the simulation of the AFDC offset, ineligibility errors were

assumed to be unchanged, since a household would remain ineligible for the

Food Stamp Program regardless of any impact the error might have on AFDC

payment. Over- and underpayment errors due to information concerning AFDC

income were also assumed to be unchanged. This was because the correction

of such error would have no "offsetting" effect on AFDC payment. Over- and

underpayment errors due to information concerning other unearned income

were eliminated, since the corrections to the AFDC payment and the

unreported unearned income would cancel each other out in the food stamp

gross income computation.
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Over- and underpayment errors due to the misreporting of earned

income were recomputed as follows. The amount of unreported earnings was

estimated from the dollar amount of food stamp error. The impact of those

earnings on the AFDC payment was estimated, and the food stamp error amount

was then reduced by 30 percent of the change in AFDC payment. It was

assumed that all earned income was subject to both the AFDC 75 dollar work

1
expense deduction and the "30 1/3" income disregard.

Over- and underpayment errors due to information concerning

household composition were recomputed by estimating the number of persons

wrongly included in (or excluded from) the food stamp calculation. This

computation was based on the assumption that the misreporting of each

household member would engender an issuance error of approximately 57

dollars. A state-specific benefit table was used to estimate the change to

the AFDC payment that would be brought about by correct reporting, and the

food stamp error was reduced by 30 percent of the change in AFDC payment.

Other over- and underpayments remained the same. Details of this procedure

2

appear in Appendix B.

!
Assuming that all cases would be eligible to receive the "30 and

1/3" income disregard tends to bias our estimates of Food Stamp Program
error reduction downward, since it minimizes estimated effects on AFDC

payments and thus minimizes the offset effect.

2
The procedures for simulating effects of the policy change on

household composition errors implicity assume that when a household

composition error is made in a food stamp case composed entirely of AFDC
recipients, there is a corresponding error in the AFDC cases. This may not

always be the case, and this factor may thus bias our estimates of the
effect of the AFDC offset upwards somewhat. However, as shown in Table

V.2, reductions in household composition error account for less than 15

percent of all estimated reductions under the AFDC offset simulation. Thus
the bias, if present, is relatively small.
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2. Effects on Error Rates

Table V.l presents estimates of the reductions in error rates due

to taking account of the AFDC offset effect. By accounting for the effects

of the AFDC offset, the payment error for the AFDC subsample was reduced by

24.7 percent. This had the effect of reducing payment error tn the total

sample by 6.2 percent.

When these estimated reductions were applied to the 1984 error

rates for pure AFDC households, the payment error rate was reduced from 5.3

to 4.0 percent, and in the overall sample payment error rate dropped from

8.6 percent to 8.1 percent. Corresponding reductions would occur in

underissuance error and case error rates.

Table V.2 breaks down payment error reductions by type of error.

The AFDC offset computation had no impact on reducing payments to

ineligible households. Its major effect on overissuances among pure AFDC

households was in reducing errors associated with earned income and those

associated with unearned income by more than 50 percent. Errors associated

with household composition were reduced by 41 percent.

3. Effects on Fiscal Liability

Estimation procedures analogous to those described above with

regard to the effects of a standard benefits policy were used to estimate

the effects on state fiscal liability of taking into account the AFDC

offset effect in computing QC error rates. As shown in Table V.3, fiscal

liabilities are estimated to be reduced for 17 states and territories;

overall liability declines from $78.5 million to $62.7 million, a reduction

of approximately 20 percent.
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TABLE V. 1

1984 ERROR RATES AND ERROR RATE REDUCTION UNDER

THE COMPUTATION OF THE AFDC OFFSET

PureAFDC Other All

Households Households Households

Payment Error a

1984Rate 5.3% 11.0% 8.6%b

EstimatedPercent 24.7 -- 6.2

Reduction

Adjusted1984Rate 4.0 11.O 8.1

Underoavment
ii

1984Rate 1.7 2.7 2.3b

EstimatedPercent 28.0 -- 8.5

Reduction

Adjusted1984Rate 1.2 2.7 2.1

Case Error

1984Rate 19.5 25.1 23.4b

EstimatedPercent 6.0 -- 1.6

Reduction

Adjusted1984Rate 18.4 25.1 23.0

a
Includes overissuances and issuances to ineligibles.

b
1984 error rates for pure AFDC and other households were computed from the
national error rates for all households. These allocations were based on

the proportion of error attributable to each subsample in the July/August

1984 QC dataset used in this analysis.
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TABLE V.2

SOURCE OF PAYMENT ERROR REDUCTION DUE TO COHPUTATIOH

OF AFDC OFFSET BY REVIEW FINDIHd FOR PURE AFDC HOUSEHOLDS

Ineliqlbi. l.!t¥ Overpayment Total Payment Error
Under Under Under Under Onde r Under

Current Standard Percent Current Standard Percent Current St,mdard Perct:l_t

Policy Benefits I{educt Ion Policy Benefits Reduction Policy Benefits Reduction

Household Composition $595,374 5595,374 0.0% 51,120,594 5667,096 40.5% 51,715,968 51,262,470 26.4%

Earned Income 3,169,109 3,169,109 0.0 q,584,902 2,203,773 51.9 7,754,011 5,372,882 30.7

Unearned Income O 0 1,531,571 679,068 55.7 1,531,571 679,068 55.7

Shelter Deduction 0 0 - 1,448,752 1,448,752 0.0 1,448,75Z 1,448,752 0.0

' Other 2,127,535 2,127,5.)5 0.0 309,811 309,811 0.0 2,437,346 2,437,396 0.0

a

Total 5,892,018 5,892,018 0.0 8,995,630 5,308,500 41.0 14,887,648 11,2D0,518 24.8

a

The percent reduction for the total payment error for pi,re AFDC ho,,seholds differs slightly from the figure presented In Table V.1

(column 1, row 2). This Is because some cases that are c_rrently overpayments hecame underl)ayments under the simulation and vice

versa. These cases are Included In the ladle V.1 error reduction estimates (_hich are therefore more co,ceptually correct) I)t,t not

In the more detailed tabulation presented here.
I



TAaLEV.3

EFFECTSONFISCALLIABILITYOF
THEAFDCOFFEETSIMULATION

Official I?B4 Adjusted 1984 OFficial 19B4 Adjusted 1984 ChanoeBetwee
Elate PaymentError PaymentError Liabil:ty(be Liability(ce O(({c_aLand

Rate Rate AdjustedL:abil

Alabama 13.4 13.1 59,227,122 $9,227,122
Alaska %$ B.B $0 SO
Arizona 9.4 9.1 $1,199,017 $599,509 $599,5
Arkansas 9.7 9.5 $I,144,26B $1,144,26B
California 7.7 6.B $4,263,749 $0 $4,263_7
Coloraoo 10.7 9.7 $1,3B1,910 $B29,146 $_2,7
Connectxcut 7.1 6.4 $0 $0
Delaware 6.4 6.2 S0 {0
WashingtonDC 8.8 7.7 $235.823 $0 $235,2
Florida 9.0 8.7 $2,116,453 $2,116,4§3

Oeoroia 9.6 9.2 $3,697,445 $3,697,445
Hawaii 3.7 3.3 $0 S0
Idaho 6.9 6.6 $0 $0
Indianafa) B.6 B.4 $1q361,069 $1,361,069
Iowa 8.§ 7.9 $690,174 $345,097 $345,0
Kansas 7.4 6.B $I01,150 $0 $101_1
Kentucky 9.0 8.7 $1,395,355 $I,395,355
Louisiana 10.2 9.B $5,2B3,439 $3,170,063 $2,113,3
Maine 6.7 6.5 $0 $0
Maryland 6.9 6.2 $0 $0

Massachusetts 9.9 B.6 $2,321,093 $1,547,396 $773,6
Michigan 6.5 5.7 $0 $0
Minnesota 9.B 9.0 $1,461,779 $1,461,779
Mississippi 9.2 9.1 $1,731,BB4 $1,731,B84
Missouri 5.8 5.6 $0 50
Montana B.B B.3 $g0,933 $0 $gO,_
NebrasKa B.B 8.3 5301,193 5301,193
Nevada 2.5 2.5 $0 S0
NewHampshire B.2 7.6 $73.631 50 $73,4
NewJersey 7.5 6.8 $1,088,471 S0 $1,088,4

NewMexico 11.8 11.5 $2,197,196 S1,569,426 $627,7
NewYork 10.1 9.4 $10,063,964 S10,063,964
NorthCarolina 7.2 7.1 $523,964 5523,964
North Dakota 6.3 5. B $0 $0
Ohio 6.7 6.0 $0 $0
Oklahoma 7.6 7.4 $5B6,756 $586,756
Oregon 9.2 8.9 $1,340,292 S893,528 $446,7
Pennsylvania 10.4 9.9 $7,OIg,00S $4,691,403 $3,127,6
RhodeIsland 7.1 6.7 $0 s0
SouthCarolina 10.9 10.4 53,159,387 $3,159,387

South Dakota 3.6 3.5 $0 $0
Tennessee 6.1 6.0 $0 $0
Texas 10.0 9.5 $8,212,334 $B,212,334
Utah [1.4 [O.B $1,334,155 $g52,%B $381,1
Vermont 9.7 9.2 $200,169 $200,169
Virginia 7.6 7.4 $652,347 $652,347
Washington . 9.2 B.5 S1,509,980 $1,006,653 S503,3
WestVirginia _ 7.0 6.7 $0 $0
Wisconsin 9,6 B.6 Sl,391,622 $927,74B $463,6
Wyoming 9.1 B.B $94,377 $94,377

Buam $.4 3.4 S0 S0
Virgin Islands 12.1 . 12.1 $259,762 $259,762

TOTAL $78,511,287 $62,722,563 S15,788,7

fa) Illinois is excluded from the tabulations becausenot all of the relevant data Mere available.

(b)Total fiscal liability including Illinois mas$B1,355,799.

(c) "Adjusted 19B4Liability" wascomputedusing the official FNSformula for calculating state liability.
Theformula lay be summarizedas follows: if the official paymenterror rate exceedsthe states goal,
then a liability is applied according to the state's rateof liability, which is equal to five percent
for every percentagepoint or fraction up to three percentage points by which the error rate exceeds
thegoal,plustenpercentforeverypercentaqepointor fractionabovethree.Thestate'sliabaiity
is the FNSshare of the state's admanistrative (undlng times the liability rate. The liability maynot
exceedthe state's excess error times the state s FOPissuances.



VI. CONCLUS IONS

The above analysis suggests that all three program changes

considered in this report have the potential for causing significant

reductions in payment error rates and in the fiscal liabilities computed

for the states. Of the individual changes considered, the largest effect

would come from adopting a standard benefits policy, which would lower the

measured payment error rate by a percentage point and would cause a

reduction of nearly 40 percent in the total amount of liability. Each of

the other two changes would lower the measured error rate bv approximately

five tenths of a percentage point and would reduce liability by

approximately 20 percent.

In assessing these results, it should be noted that the three

policy changes are not independent of each other, and the result of

implementing all three together would not be equal to the sum of the

individual effects. In particular, the third possible change that was

considered, taking into account the AFDC offset in computing error rates,

is essentially subsumed in the error rate reduction estimates for the

standard benefits policy. The standard benefits policy also includes the

effects of eliminating the shelter deduction for AFDC cases, though it does

not include the effects of eliminating the shelter deduction for non-AFDC

cases.

Table VI.1 summarizes the joint effects of each of the possible

combinations of the policies considered in the above analysis. The

greatest possible effects would be achieved by implementing both standard

benefits policies and the elimination of the shelter deduction.
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TABLE VI.1

EFFECTS OF COMBINATIONS OF POLICIES

Elimination Adoption of Including AFDC
of SheIter Standard Benefits Offset in Error

Deduction for for AFDC Calculation for

All Households Households _FDC Households Total Effect

CombinationI X X Sumoftwocomponents

effects

Combination2 X X SumofStandard

Benefit effect plus

2/3 of shelter

deduction effect

Combination 3 X X Same as Standard

Benefit effect by

itself

Combination_ X X X SameasCombination2
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APPENDIX A

EDITING PROCEDURES

This appendix describes editing work done on the national Food

Stamp Program Quality Control (QC) data set used for the present study.

The problems we encountered with the data fell into 2 categories: those

that were insoluble and led to cases being deleted, and those that involved

discrepancies between state-provided summary error data and individual

error blocks that were correctable. The purpose of this appendix is to

describe these problems and their resolutions fully.

The following variables will be referred to below:

AFDCTYPE presence of AFDC recipients in the food stamp

household (l_all AFDC, 2=mixed, 3=no AFDC) 1

NUMERROR number of errors and, therefore, the number of
error blocks filled in

STATEFND case review finding (l=no error, 2=overpayment,

3=underpayment, 4=ineligible)
STATEERR case error amoun_ ($)

PROG ID error block program identification (2=Food Stamp;
values other than 2=AFDC, Medicaid or other error)

ERRFIND error block review finding (same codes as STATEFND)
DOLL_4T error block amount ($)

DOLLRSUM sum of DOLL_MT over all error blocks from 1 to NUMERROR

Of the 6979 cases on the QC file, those that contained no food stamp

payment errors (NUMERROR-O and STATEFND equal to 1) were dropped, leaving

1543 cases. Of those 1543 cases with at least one error, 789 had problems

that caused us to modify or delete them. These problem cases are the focus

of this appendix. As discussed below, the majority of these 789 cases

1
See Appendix C for the specification of the construction of the

AFDCTYPE variable.
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involved only minor editing of the data; the editing required for

approximately 250 of the cases was more extensive.

Many of the editing decisions described below were guided by QC

system coding conventions. These included ignoring errors of 5 dollars or

less and assuming that the most important error was coded in the first

error block. In addition, when conflicting information was offered by

STATEERR and DOLLRSUM, the value in STATEERR was chosen because STATEERR is

used directly in calculating state error rates and thus is presumably

subjected to greater scrutiny by the QC system. In the face of certain

problems described below we also employed the simplifying assumption that

the individual error block dollars should sum to STATEERR. Although we are

aware that there may be circumstances in which the components ought not to

sum to STATEERR, this assumption was necessary due to constraints on

available information. Even though nonlinearities in the food stamp

benefit formula can lead to non-additive errors, there is generally not

enough information on the file to simulate the effects of the non-linear

interactions between error amounts.

CASES DELETED

The following types of cases were deleted:

o 20 cases in which the case weight was missing. (Case

weight is a number assigned to a sample household so
that it is represented accurately in estimates of the

national food stamp population.)

o 3 cases in which the case finding indicated an error

(STATEFND greater than I) but no error blocks were

entered (NUMERROR-0). (Although STATEFND and STATEERR

could have been moved into an error block, the type of
error--element and nature codes-- were not known, thus,

these cases were deleted.)
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o 24 cases in which the AFDCTYPE could not be determined

due to errors in the household composition and food

stamp affiliation information.

o 15 cases in which the available data were either

inconsistent or so incomplete that reasonable

imputation procedures could not be applied.

o 42 cases from Illinois that remained on the file but

were not included in any of the tabulations. These
were not included due to their participation in the

Simplified Application Demonstration in Illinois.

CASES CORRECTED

The majority of the cases that were corrected were classified in

terms of their values of NUMERROR (equal to I or greater _han 1), STATEERR

(equal to 0 or not equal Go 0), and DOLLRSUM (equal to 0 or, if not equal

to O, equal to STATEERR or not equal to STATEERR). This classification was

used in situations (1) to (6) below. Situation (7) describes the

resolution of cases for which AFDCTYPE was missing.

Note that when STATEERR or DOLLRSUM were blank, they were treated

as if they had the value 0. DOLLRSUM, a variable constructed for the

imputation procedure, could have been blank if DOLLAMT was not filled in

for any block or if one or more DOLLAMT was not accompanied by ERRFIND,

which specifies the sign of the dollar amount. Note also that whenever

STATEERR was equal to 0, STATEFND was equal to i and vice versa.

Therefore, looking at STATEERR was sufficient to tell whether the QC System

had found the case in error.

Following are specific situations that were considered in the

editing work:

(1) There were 124 cases in which STATEERR was 0, but NUMERROR was greater

than O. (In 25 of the 124 cases NUMERROR was greater than 1). In 123 of
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the 124 cases the dollar amounts in the blocks were each eiCher blank or

less than or equal to 5 dollars. Error blocks in these 123 cases were

deleted and NUMERROR was set to 0. (In effect, the cases were dropped from

the error file.) We did this because under the QC system rules, cases that

have errors of 5 dollars or less are not counted as having errors. The

remaining case was modified in the same way. Although DOLLAMTi was larger

than 5 dollars it was a shelter deduction error that seemed not to affect

the overall payment.

(2) There were 315 cases in which STATEERR was not equal to 0, NUb_RROR

was equal to 1 and DOLLAr,(i), the dollar amount in the first error block,

was blank or zero. In these cases DOLLAMT(1) was set equal to STATEERR and

ERRFIND was set equal to STATEFND.

(3) There were 66 cases in which STATEERR was not equal to O, NUb[ERROR was

equal to I and DOLLAMT(1) had a nonzero value that was different from

STATEERR. In these cases DOLLAMT(1) was set equal to STATEERR. We chose

to accept the STATEERR value rather than the DOLLAMT value because the

STATEERR variable is believed to be more reliable as mentioned above.

(4) There were 163 cases in which STATEERR was not equal to 0, NUMERROR

was greater than 1 and DOLLRSUM was 0 or blank. These were examined case

by case. Their individual resolutions are listed in Table A.I. However, a

few general rules were applied:

(i) If STATEFNDs4, that is, the case was ineligible, the case

error data (STATEFND and STATEERR) were moved into the first error block

along with the element and nature codes describing the reason for

ineligibility, NUMERROR was set to 1, and the remaining error blocks were
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deleted. This was done because the QC coding rules instruct reviewers to

code the most important error first and ineligibility error is more

important than any other.

(ii) If one error was for household composition and its nature

code had an offsetting sign to that of STATEFND, DOLLAMT was set to 57

dollars in the household composition block. The amount needed to make

DOLLRSUM equal STATEERR was then calculated and that amount was evenly

divided among the other error blocks. (The 57 dollarsis based on the per

person allotment in the Thrifty Food Plan.)

(iii) If the element and nature codes and other data offered no

information on how to allocate STATEERR, one of two ratios was used impute

the dollars that belong in error block 1, which generally holds the bulk of

the error, and the difference between that amount and STATEERR was divided

evenly among the other error blocks.

To deal with cases in which all errors were of the same sign, we

computed the ratio, Pl. PI was estimated as the average of

DOLLAMT1/DOLLRSUM, computed on the set of all cases for which STATEERR was

equal To DOLLRSUM (that is, all cases in which the sum of the dollars in

the error blocks did, in fact, equal the case error amount). Then, in the

problem cases, DOLLAMT1 was set equal to PI*STATEERR and the remaining

DOLLAMT variables were set equal to ((i-P1)*STATEERR)/ (NUMERROR-I).

The calculated value of P1 used in the editing was 0.922.

In cases in which the first error was of one sign and the remaining

errors were all of The opposite sign, the ratio P2, equal to I+(1-P1), was

used to assign a proportion of STATEERR to DOLLAMT1. That is, DOLLAMT1 was

set equal to P2*STATEERR. The rationale for this formula for P2 is based
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on the assumptions employed above: that individual errors should sum to

STATEERR and that a proportion of l-P! of the case error dollars belong in

the second and subsequent error blocks. Therefore, in order for P2 -(l-

P1)=I, P2 must equal i+(1-PI).

(5) There were 34 cases in which STATEERR was not equal to 0, NUMERROR was

greater than 1, DOLLRSUM was not equal to 0, DOLLRSUM was not equal to

STATEERR, but DOLLRSUM was within 10 dollars of STATEERR. These cases were

modified so that the error block dollars would sum exactly. Most of the

cases were modified by scaling all DOLLAMT entries by STATEERR/DOLLRSUM.

However, in the case in which STATEERR was equal to or approximately equal

to DOLLAMT1 and the subsequent DOLLAMT were all less than or equal to 5

dollars, the subsequent blocks were deleted and NUMERROR was set to 1 or

the difference be_-ween STATEERR and DOLL_MT1 was placed in DOLLAMT2, the

remaining blocks deleted and NUMERROR set to 2.

(6) There were 38 cases in which STATEERR was not equal to 0, NUMERROR was

greater than 1, DOLLRSUM was greater than 0, and the difference between

DOLLRSUM and STATEERR was greater than 10 dollars. As in situation (4),

these cases were considered individually but were subject to general rules

such as those described above.

(7) There were 41 cases in which AFDCTYPE was missing. This variable was

reconstructed in the following types of cases. For a household in which no

children were receiving AFDC, it was assumed tha: no adults were receiving

AFDC, and AFDCTYPE was set to 3. If one adult in the case was get:ing AFDC

and everyone was part of the same household, a second adult was assumed not

to be getting AFDC (unless the adult was a spouse of the household head),

w
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and thus AFDCTYPE was set to 2. If the household contained only adults, it

was assumed that no one was getting AFDC and AFDCTYPE was set to 3. This

left 24 cases that fell into none of the above situations and were deleted

from the error file.

Among the cases listed in (1) through (6), there were 130 cases in

which the individual ERRFINDs were totally inconsistent with STATEFND or in

which the ERRFINDs were missing. These cases have been examined

individually. Whenever possible, ERRFIND was determined on the basis of

the elemen_ and nature codes. When this was not possible error blocks were

deleted.

In addition, _here were 6 cases in which specific error blocks had

PROG ID not equal to 2. For these cases, those blocks were dropped andi

NUMERROR was adjusted appropriately.

DETAILS OF MANUAL EDITING

The following notes document the specific editing algorithms used

to deal with "problem" cases which were reviewed manually (i.e. cases in

categories 4,5,6, and 7 as identified in the preceding section).

Table A.1 shows the numerical editing codes assigned to various

cases, together with the editing algorithms used. In implementing the

codes in Table A.i, _he following conventions were used:

(1) Recoding for ineligibility took precedence over any other recoding.

(2) Frequently, the first error accounts for STATEERR and STATEFND by

itself, but is followed by a small shelter or utility deduction error. In

these cases, code 7 (Deleting all but the first error block) took
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precedence over code 6 (Rescaiing the DOLLAlfF variables by

STATEERR/DOLLRSUM).

(3) Errors tha_ had neither ERRFIND nor DOLLA_MT variables, and for which

it was impossible to determine the direction of the error from the element

and nature codes, were deleted from the file.

(4) When summi ng the DOLLAMT variables, the signs (as determined by the

ERRFIND variables) were taken into account. ERRFIND _ 3 indicated that the

DOLLA_MT should be treated as negative, and ERRFIND = 2 or 4 indicated that

the DOLLA}[T should be treated as positive. The sum of the DOLLAMT

variables, DOLLARSUM (which in the edited file equals STATEERR), indicated

the amount of over- or underpayment.
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TABLE A. 1

EDITING CODES

Numberof rimesCode

Problem Code Problem and Resolution Was Used

I. The state finding(STATEFND)indicates 20

ineligibility, and at least one of the individual
errors is coded as ineligible. Attribute the
entire error amount (STATEERR) to the first

ineligibility error (even if it is not in the
first block) and delete the other error blocks,

adjusting the number of errors (NUMERROR) as

appropriate.

2. STATEFND indicates ineligibility, and none of 14

the individual errors are coded as ineligible.
Attribute STATEERR to the first appropriate

individual error, delete the other error blocks

and adjust NUMERROR. (NOTE: it would not be

appropriate to attribute an ineligibility error

to an underpayment error block (ERRFIND = 3).)

4. Ail but one of the individual dollar amounts i

(DOLL_MT) are filled in. Fill in the remaining

one to make the DOLL_._ variables sum to
STATEERR.

5. DOLL_MT variables are present, but individual 2

error findings (ERRFIND) are not and cannot be
determined from the element and nature codes. If

there is a permutation of the error findings that
would make the DOLL_MT variables sum to STATEERR,
then use it.

6. The sum of the DOLL_MT variables (DOLLRSUM) is 19

close but not equal to STATEERR (i.e., 2/3 *
STATEERR <_ DOLLRSUM <= 3/2 * STATEERR). Rescale

the DOLL_MT variables by STATEER/DOLLRSUM so that

they do sum to STATEERR.

7. The entries for the first error block are consistent 109

with, and account for, STATEERR and STATEFND by

themselves, but other error blocks are filled

in. Delete the other error blocks, and adjust
NUMERROR.
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TABLE A.! (continued)

Numberof TimesCode

ProblemCode Problemand Resolution Was Used

8. An ERRFIND entry is inconsistent with the nature l
code, but otherwise the DOLLAMT variables would

sum properly to STATEERR. Change ERRFIND so that
the DOLLAMT variables do sum to STATEERR.

10. All errors are in the same category and have the 16

same sign as STATEERR (as determined by their

ERRFISq) entries or nature codes), but the DOLLAMT

variables are missing. Put P1 percent of

STATEERR into the first error block, and,_pread
the rest of the amount ((1 - P1) * STATEERR)

evenly among the remaining blocks. (NOTE: Error

categories include household composition, assets,

earned income, unearned income, and shelter and
utilities deductions. )a

11. Ail errors have the same sign as STATEERR, but the 42

DOLLAMT variables are missing. Put P1 percent of

STATEERR into the first error block, and spread

the rest of the amount evenly among the remaining

blocks. (NOTE: Codes 10 and 11 are separated

because code 10 is less likely to affect
results. If the errors are all in the same

category, then a proposed program change will

usually affect either none or all of them, and in

either case, it will not matter how the amounts
are distributed. )a

12. The errors have offsetting signs, only one error 36
has the same sign as STATEERR, and the DOLLAMT

variables are missing. Put (2 - P1) percent of
STATEERR in the error block with the same sign,

and distribute evenly among the remaining blocks
the amount that makes the DOLLAMT variables sum to

STATEERR ((1 - Pi) * STATEERR). a

13. The first error has the same sign as STATEERR, there 5

are two other errors with offsetting signs, and
the DOLLAMT variables are missing. Put STATEERR

into the first dollar amount, and put offsetting

amounts equal to (1 - P1) * STATEERR into the
second and third error blocks, a

14. One error block has an element code of 150 and a sign 6

offsetting that of STATEERR, and the DOLLAPfr

variables are missing. Let the DOLLAMT for the
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TABLE A.1 (continued)

Numberof TimesCode
ProblemCode Problemand Resolution Was Used

"150" error block be $57 and distribute (1 - P1) *

(STATEERR + 57) evenly among the remaining error
blocks, a

19. An error block does not contain enough information 20

to make any reliable assumptions concerning the
DOLLAMT or ERRFIND variables. Delete the error

block, adjust NUMERROR, and rescale the DOLLAMT

variables as appropriate using the codes above.

20. The availabledata appear to be internally b
inconsistent. Delete the entire case. (NOTE:

This code applies particularly to the few cases

where all the error blocks had signs opposite to
that of STATEFND.)

21. The ERRFIND in the first block has a different sign b

from STATEFND, and it is not obvious how to apply
one of the above codes to the case. As with code

20, delete the entire case

22. Too much arbitrary assignment of signs and values b

would be required to produce a full case. Delete
the entire case.

28. A nature code is inconsistent with the ERRFIND 45

entry, but otherwise The case appears correcU and

the DOLLA_ variables sum properly to STATEERR.

Change the nature code so that it agrees with
ERRFIN_.

31. The ADCTYPE type is less than 0 (indicating a data 4

error), and the original data show tha_ none of
the children in the household are receiving AFDC

payments. Assume that none of the adults in the

household are receiving AFDC payments either, and

set AFDCTYPE _ 3, a non-AFDC household, c
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TABLE A. 1 (continued)

Numberof TimesCode

ProblemCode Problemand Resolution Was Used

32. The AFDCTYPE is less than O, everybody in the case 5
is part of the same household, one adult is

receiving AFDC payments, and the food stamp

affiliation code of a second adult is missing or
invalid. Assume that the second adult is not

receiving AFDC payments (unless the second adult

is the spouse of the first), and set AFDCTYPE = 2,
mixed AFDC/non-AFDC household, c

33. The AFDCTYPE is less than 0, and the reviaw 6

household contains only adults. Set AFDCTYPE =
3. c

a
For these five codes PI = 0.922 was determined from tabulations of

well-coded cases where the first DOLLAMT is less than or equal to STATEERR.

b
15 cases had one of the codes 20, 21, or 22 and were deleted from

the file.

c

For these three codes, it may be necessary to apply further
corrective measures after the AFDCTYPE has been fixed.

A.12



APPENDIX B

DETAILS OF THE STANDARD BENEFITS AND AFDC OFFSET

SIMULATION PROCEDURES FOR PURE AFDC HOUSEHOLDS



APPENDIX B

DETAILS OF THE STANDARD BENEFITS AND AFDC OFFSET

SIMULATION PROCEDURES FOR PURE AFDC HOUSEHOLDS

THE STANDARD BENEFITS SIMULATION

The basic logic of the standard benefits concept as it applies to

AFDC households is that, because ali AFDC households within certain easily

defined categories have approximately the same income_he administration

of the Food Stamp Program for these households can be simplified

substantially by giving all households within each category the same

allotment level, without going through the detailed eligibility and benefit

calculation procedures that are normally used in the Food Stamp Program.

The error types referred to below are aggregations of element and

nature codes, the exact specifications of which are provided in Appendix C.

1. Ineligibility Errors

Most ineligibility errors were assumed not to change under standard

benefits. However, any such errors that were due to the incorrect

reporting of deductions (error types 4, 5, and 6) were eliminated.

2. Over- and Underissuances

Unearned Income and Deduction Component

Those payment errors that were due to information concerning

unearned income or deductions (error types 3, 4, 5, and 6) were eliminated,

since the only form of income that a standard benefit plan would examine is

earnings.
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Earned Income Component

Over- or underpayments that were due to information concerning

earned income (error type 2) were reduced by 89 percent. This assumed

percent reduction was based on the results of the Simplified Application

Demonstration Evaluation.

Household ComDosition Component

Over- or underpayments that were due to information concerning

household composition (error type 1) and miscellaneous causes (error type

7) were also assumed to be unchanged by stanoard benefits, since the

standard benefit plan relies on household size in a manner similar to the

current benefit calculation. Miscellaneous errors were unrelated to

changes engendered by standard benefits.

THE AFDC OFFSET SIMULATION

The AFDC offset simulation assumes that certain errors that caused

over- or underissuances in the food stamp allotment also caused

independently estimated over- or underissuances in AFDC benefit. In

reality, these issuance errors are not independent and the food stamp over-

or underissuances are offset to some degree by the effect of the error on

the AFDC benefit. The simulation described below seeks to compute the

change in the AFDC benefit and to incorporate that change in a revised

estimate of food stamp over- or underissuance.

1. Ineligibility Errors

Under the simulation of the AFDC offset, ineligibilityerrors were

assumed to be unchanged, since a household would remain ineligible for the
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Food Stamp Program regardless of any impact the error might have on AFDC

payment.

2. Over- and Underissuances

Unearned Income Component

Over- and underpayment errors due to information concerning AFDC

income (error type 3, element code 344) were assumed to be unchanged. This

was because the correction of such error would have no_'offsetting" effect

on AFDC payment. Over- and underpayment errors due to information

concerning other unearned income (error type 3, other element codes) were

eliminated, since the corrections to the AFDC payment and the unreported

unearned income would cancel each other out in the food stamp income

computation.

Earned Income Component

Individual errors concerning earned income (error type 2) were

adjusted as if the earned income involved in the error had first been

included in the AFDC benefit calculation. The first step of the adjustment

procedure was to estimate the amount of earned income not reported, :_,

based on the size of the food stamp issuance error, DOLLA14T, which was

positive for an overissuance and negative for an underissuance.

}_ = DOLLAMT

·3* (1- .18)

This equation is based on the fact that in the food stamp net earnings

computation, 18 percent of earnings is deducted for work-related expenses
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and 30 percent of the remainder is deducted from the maximum food stamp

allotment to determine the actual issuance. That is,

DOLLAMT = .3* (i- .18) * >_.

The change in the AFDC benefit, DAFDC, was then computed based on,

ME, the earnings that were either underreported or overreported, as:

DAFDC = .66* ( IME I - 75 -30)

This computation assumes that the earnings were subject both to the 75

dollar AFDC work expense deduction and the '20 1/3" disregard. 1 If DAFDC

was computed to be less than zero, it was set to zero. Then the correct

food stamp error was computed by subtracting .3* DAFDC from DOLLAMT, if the

error was an overissuance or by adding .3* DAFDC to DOLLAblT, if the error

was an underissuance. Thirty percent of the change in AFDC benefit was

deducted (or added) because that is the rate at which the food stamp

benefit calculation taxes unearned income.

Household Composition Component

Individual errors concerning household composition (error type 1)

were adjusted as if the household member(s) involved in (or excluded from)

the error had been included in (or excluded from) the AFDC benefit

1

By including the 75' dollar deduction we implicitly assume that

there had not already been earnings subjected to the 75 dollar deduction.

Assuming that all cases would be eligible to receive the "30 and 1/3"

income disregard tended to bias our estimates of Food Stamp program error

reduction downward, since it minimizes estimated effects on AFDC payments
and thus minimizes the offset effect.
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calculation. First, the number of persons involved, DNP, was estimated

from the food stamp issuance error, DOLb%MT.

DNP = rounded (DOLLAMT/57)

This is based on the fact that the Thrifty Food Plan increases the

food stamp allotment by 57 dollars for each additional household member.

If DNP was computed to be less than I, it was set to 1. Then, in order to

compute the effect of the presence (or absence) of the household member on

the AFDC benefit, DAFDC, a state-specific AFDC benefit table (Table B.1)

was used to determine the per-person change in benefit for the particular

state. The per-person change was estimated to be the difference in benefit

1
between a four-person and three-person household, P4-P3.

DAFDC = (P4 - P3) * DNP

Then, as above, if the food stamp error were an overissuance,

DOLLAMT was adjusted by subtracting .3* DAFDC; if it were an underissuance,

.3*DAFDC was added to DOLLAMT.

Deductions and Other Over- and Underissuances

Other over- and underpayment errors (error types 4, 5, 6, and 7)

were assumed to be unchanged in this simulation.

1
Information on the different AFDC amounts for different household

sizes was taken from U.S. House of Representatives, Committee on Ways and

Means, "Background Material and Data on Programs within the Jurisdiction of

the Committee on Ways and Means', February 21, 1984. The choice of using

the difference between 3- and 4- person households was an arbitrary,

simplifying assumption.
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TABLE B.!

>_XIML_! AFDC BENEFITS, BY FAMILY SIZE, J_;UARY 1984 I

_-Person 3-Person _-Person 5-Person o-Person

State Family Family Family Family rJmilv

Alabama $ 88 $118 $I47 $177 $206

Alaska 617 696 775 854 933

Arizona 180 233 282 222 360

Arkansas !35 164 !91 217 242

California 424 526 _25 713 802

Colorado 265 336 408 484 558

Connecticut 427 529 617 995 777

Delaware 212 287 536 416 475

Diszric:ofColumbia 236 299 266 _22 497

Florida !78 231 273 315 356

Georgi_ L69 202 238 272 295
Hawaii 390 468 546 626 709

Idaho 246 305 345 385 420

Illinois 250 302 368 434 495

Indiana 198 258 3_8 374 414

Iowa 305 360 419 464 516

Kansas* 306 364 411 453 -- 495

Kentucky 162 [88 235 275 ' 310
Louisiana 138 190 234 277 316

Maine 253 341 430 5[8 606

Maryland 2]0 295 355 _11 454

Massachusetts 314 379 445 _!! 577

Hichigan:

(Washtenaw County) 376 445 516 593 677

(Wayne _ounty) 348 418 488 _66 649
Minnesota 412 500 583 654 726

Mississippi 60 96 120 144 168

Missouri 209 261 305 346 384

Montana 279 332 425 50[ 564,
Nebraska 280 350 420 490 560

Nevada 183 228 272 3[7 362.

New Hampshire 29[ 341 389 437 497

New _ersey. 273 360 414 468 522
New Mexico 210 258 313 359 391

New York:

County)* 486 579 676 637 776(Suffolk

(New York City)* 399 474 566 646 731

North Carolina 176 202 221 242 261
North Dakota 289 357 437 496 547

Ohio 227 276 343 400 445

Oklahoma 218 282 349 409 468
Oregon 312 368 445 523 596

Pennsylvania 273 3SO 415 474 514

Phode Island* 375 462 528 594 669

SouthCarolina 108 142 174 206 238
South Dakota 280 321 36l 40l 441

Tennessee 101 127 154 182 209

Texas 128 148 178 198 228

Utah 286 362 416 490 540

Vermont 507 530 592 671 716

Virginia 258 310 360 428 468

Washington 374 462 544 627 710

WestVirginia 164 206 249 275 275

Wisconsin 436 513 612 703 760

Wyoming 290 325 355 405 460

Guam 205 265 310 341 37l

Puerto Rico 76 100 124 148 172

Virgin Islands 154 log 263 317 371

Median State 258 321 366 428 495

*These States pay 100 percent of the need standard.
1

Maximum benefit paid for a family of given size with zero countable income. Family members include 1
adult caretaker.

SOURCE: Back,round Material and Data on Proerams Within the Jurisdiction of the Committee on Ways and
Means, u.b. _overnmenc rrlnC_ng o::Ic_, _ebruary lWOW.
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CATEGORIZATION OF HOUSEHOLDS BY HOUSEHOLD TYPE

A variable called AFDCTYPE was constructed that categorized QC

cases according to whether (1) all household members were receiving AFDC

(2) some, but not all, household members were receiving AFDC or (3) none of

the household members was receiving AFDC. The latter two categories were

combined for the analysis presented here.

AFDCTYPE was based on the IQCS form 2-digit entry "Food Stamp Case

Affiliation", which was filled out for each member of the household.

First, each household member was determined to be "included" or

"excluded". Members for whom the first digit of the case affiliation code

was 2 (members of food stamp case not under review) or 3 (member does not

receive food stamps) were considered "excluded" from the household.

Therefore, only those whose first digit was 1 (member of food stamp case

under review) were "included". All households had at least one "included"

member.

If all the included members had a second digit of ! (member

receives AFDC income), then the AFDCTYPE was I. If none of the included

members had a second digit of 1, then the AFDCTYPE was 3. If some of the

included members had a second digit of 1 and some did not, AFDCTYPE was 2.

C.!



CATEGORIZATION OF ERRORS BY ERROR TYPE

The following table describes the mapping of element and nature

codes into the broad error types used in this analysis. The "other"

category was broken down as described below for the purposes of performing

the simulations, but appears as a single category in the tables that

present analysis results. Element and nature codes are defined in U.S.

Department of Agriculture, Food and Nutrition Service, 'Integrated Manual

for AFDC, Adult, Food Stamp, and Quality Control Reviews", September, 1985.

Element Nature ErrorType

130,150 all 1. Householdcomposition

110 04,05

311,312,314 all 2. Earnedincome

331-346 all 3. Unearnedincome

363,364 all 4. Shelterand Utility
Deduction

520 all 5. Other(affecting
standard benefits

and AFDC offset)

361, 365, 321, 323, 362 all 6. Other (affecting
standard benefits

only)

211-225, 411, 371, 372, 560 all 7. Other (affecting

values less than 200 not neither)
included in Household

Composition

C.2
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APPENDIX D

SUPPLEMENTARY TABLES

Estimates of the proportions of various types of error which occur

in pure AFDC cases were developed on the basis of tabulations performed for

the current study by Abt Associates using a 12-month Integrated Quality

Control System data file for 1984. These estimated are presented in Table

D.1.

D.!
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DETAILED SOURCE OF PAYMENT ERROR BY HOUSEHOLD
TYPE AND REVIEW FINDING

Table II.3 presented payment error by household type and review

finding in which the sources of error were the standard aggregations of

element and nature codes used in the analysis and described in Appendix

C. Table D.2 presents payment error data by source, where source is the

unaggregated element codes and, therefore, at a greater-level of detail

than Table II.3. In addition, dollar amounts are presented as well as the

percent each dollar amount represents of the column total.

D.3
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IABLE D.2

DETAILED SOURCE OF PAYHEN! ERROR BY HOUREItOLD TYPE AND REVIEW FINDING

(OuiJers. Percent or Cohaml TotaL)

Pure Af'OC Ibusehuld_ Other llousehoidu Alt Ik. Juchuldu

[ kcmcnt Ine I igi- Over Uhdcr Ine I iq i- Over Uh(tcr the I igi- Over U,Jcr

Code bil it I Pu:_:,)t Puyment bil it), Pa_me_lt Put, moist bJl iLy Pa:rmcflt Put, mr.'elL

0'}8 0 $2 ,OJq 0 0 0 O 0 2,0_a O

-- (o.o_) .......... (o.o_) --

110 0 0 0 _21,024 221,766 0 }21,02q 221,766 0

Ar},: uld Schuul Attcnda,)cc ...... ( I. 5) (0.9) -- ( 1 · Z) (0.7) - *

I DO 0 0 107,562 0 I 14,6 J2 0 0 114,6.',2 107,562

C _t _z_,_ _p e_._ Al a:,_a�u .... (2.7) -- (O. 5) .... (O.G,_) (0.8)

1_0 }07,542 0 0 2}0,616 0 25,000 5,18,158 0 25,800

Rcs Ld¢ncy (5.21 .... { I. I) -- (0.._) ( I. 9) -- (0.21

I_0 _195, )?a 1,27},25Z I, 750,979 ),5}2,280 2, 15_0022 1,825,465 4,127,654 3,427,274 _, 576, :_/_

Livu_] ArtmKjcmenL mKI (10.1) (11.01 (4a.I) {16.21 (9.21 {19.51 (14.91 (10.51 (26.01

Ito_,sclk_ld CUmpoSJL _l

160 0 0 0 12_,061 0 O 12 ]_,861 0 I)

Work/WIN Reg_Lrat _o, ...... (0.6) .... (0.4) -- -

170 0 125,409 0 2,610 0 O 2,610 125,489 0

SucAai Security Nuehcr -- (I.A) -- (0.01 .... (0.01 (0.41 --

211

8m_k AccounLs 619,269 0 0 2,106,929 0 0 2,726,198 0 0

ur Ca_h u_ Hal_ C10.51 .... (9.7) .... (9.9)

21_

Otnur Liquid A_cLs O 0 0 86,85_ 0 0 86,8_J 0 O

bi,ri Pcrson_t Property ...... (0.41 .... (0._) ....

221 ('

Real PrupurLy /420,950 O O 2._69,_79 0 ti 2,890,_29 O (3

(7.1) .... (ii.J) - - (10._) ....

222

Vuh_c 1_s 5k_,6_} 0 0 1,282,q52 0 5,122 1,828,09_) 0 5,122

(9.}) .... (b.91 .- {[}. 11 (6.6) -- (0.0) ,

224

Other Nul)-L _.quxd 17,976 0 6,_20 0 0 0 17,976 0 6, _Z{]

R_soorccs (0. J) -- (0.2) ...... (0. I) -- (0.01

Z25

Cumbu_cd Resources 0 0 0 146, 7J9 0 0 146, 7}9 0 0

...... (0.7_) .... (o.5,'0 ....



Xsbte 0.2 (cunttnued)

Pure I_OC 11ouseholds Other Ituuseholds All ltous,,.hold_

[ lemcnt Inel JlgJ- Over LI!_lcr Jllt:] igz- (]vet {k_der Inel Jgt- Over Lk/dcr

Cud_ bi1 Jt_ ,Pu),mlzlit Payment. hil jlLy Pu_menL Puymcrit 611 jt._ -- Pe)meplL Payment

Wages and Salartea $2,674.586 $4,b02,291 $Zql,).7 $9,140,7_a7 $8,670,692 $2,511,70_ $11,815,))} $1),172,98) $Z,7b_,l)l

(45._`%) (48.7,%) (6. I%) (142.0,%) ()7.0q;) (26,8`%) (42, 7,%) (40. -_,%) (20.7=)

)12

Sulf-cmploynunt 494,521 71,_0i 17,118 671,614 _66,97_ 260,[IA I 1,166,117 b)a,467 271,221
(8.4) (0.81 (0.4) (}. I) (2.0) (2.6) (4.21 (I.61 (2.11

)lq

OLhcr [erocd lncue_ 0 11,120 19,:)07 O 0 0 0 I1,128 19,507
-- (o.i) (0.5) ........ (o.o) (o.i)

,_21

[elrmmd Income [_ductAon 0 1,284 2,655 0 190,767 2,026 0 192,051 q,681

-- (0.0) (0.1) -- (0,8) (0. O) -- (0.6) (0. O)

Child or O_pendent. 0 11,664 ),792 0 150,258 16,929 0 161,922 2_),721

Care -- (0. I) (0. I) -- (0.6) (0.2) -- (0.5) (0.2)

ill

R5411OunefLts 0 q_,}86 16,6B6 4_27,126 t ,2_,791 557,695 427,126 1,51_),lOS )7:_,)_11

-- (0.5) (0.4) (2.0) (5.5) ( }. 8) ( i. s) (_. 1) (2.6)

))2

Vutur af_8' Bcl_uf _tl 0 )6,278 0 6,600 182,776 1_0, _6U 6,680 2 I'),OSza lb11,560

-- (o.41 -- (o.o) (o. 81 (1.7) (0.01 (0.71 ( i. 2)

SSI 0 2,616 5,9914 14,006 I, 901,72') 91,21 / 14,006 1,902_, )za i 99, 2 ] I

-- (0.01 (0.2) (0.Il (8.I) (I.01 (0.1) (_.81 (0.71

))q

Ue,c,npI oymu*lt Cumpensat _ur_ O )0,726 5, 1')2 91,501 I, 1)9, 12q J06,05ii 97, _01 1, 177,8')0 )91,202
-- (0.4) (0.11 (0.4) (4.9) (_.11 (0.4) ().61 (2.9)

))b

I_urkcr'8 CompcHsat _.UlI 0 24,6_'6 0 O 64_,248 2t_d,4t,) 0 841,8')0 2'._LI,Z_))

*- (o.)) .... (o.t) ( 1.21 -- (o.)) (2.21

J16

Othur Govur_c.t 0 6,078 0 64,2_'0 26'),02 I 76,4J71 64,240 271,101 76,8/I

ncnu f _t -- (0. I) -- (0.)) ( 1.11 (0,81 (0.2) {O.a) (0.6)

CWlLr _l)ut Jo.a/ O 249,962 0 122,176 1,092,9 J8 217, 5_q 122,176 1, }_2,9[10 217, )4_.

{,,curaul_{-ku_ =- (2-7) -- (0.6) (4.71 (2.)) (0.4) (4.11 (1.61



llble 0.2 (Contulucd)

Pure AfDC I(ousehoid_ Other Ilouscholds Al I liouschold8

[ I ement Ins %ir] i- Ovur [hdc r ] nc i icj .k- Ore[' UlIJe r Jnut icj t- Over Lk,der

Cude bil it I Pa)mu.t P_?mul_t hil it}' Pu_meJlt Payment bil ity Pa?merit Payment

PA or GA 0 $68Z,}58 $}26,020 0 $608,6}} $l,27q,17Z 0 $1,290,991 $1,600,19Z

-- (7.4=) 18.2'-) , -- (2.6,_) I I ).6,%) -- (4.0,_) (12.0S)

._q5

[ducat J.on Grunts 0 }09,141 7},J47 25,764 79,020 )0,692 25,764 }08,161 10_,059

-- (}.l) (I.8) (0.1) (0.1) (0.}) (0.1) (1.2) (0.8)

3_6

OLher Unearl_ed .ulcom_ 0 141,516 15,11} 74,557 889,289 166,617 74,557 1,0}0,805 181,730

-- (1.5) (o.a) (0. }) (3.8) (_.8) (0. s) (3.2) (_. 4)

362

U.eBtl_cd income fk:duct ma 0 52,558 0 0 O 0 0 52, 5)8 0

-- (0.6) .......... (0.2) --

363

Shelter Oeduct ion 0 926,961 480,499 8,820 I,OT)8, }11 52},_02 8,820 1,985,272 1,00},901
-- (lo.o) ItL t) (0.0) (4.5) (5.6) (0.0) (6. l) (7.5)

36(4

St e,KJurd Utility 0 596,749 74_,06b 0 %,5_.6,633 _tq,216 0 2,1_ _.,_,82 I, 1_.1,2_1
-- (6._) (18.7) -- 16.6) (4._) -- 16.6) 10.7)

365

HudiceJ Dudoct ions 0 0 O }7,297 81_,97)} _l,0L}_ _7,297 UIq,%} _91 ,(}()5

...... (0.2) ( _ .5) (5.2) lo. l) ( z. _) ( }. 7)

}71

Combined Gross I.cu_ 216,155 0 },504 }Uti,fig6 0 O 516,181 O j,51)_

H. 7) -- (0. I) (I .4) .... (1.9) -- In.o)

J72

Comb_md Net Ificoe_ 0 O 0 t4}l,Ol_ 0 0 4.i1,_31} O O
...... (2.(J) -- - (I.6) ....

520

Ar il hmt.t _c _mput st lo. 0 136,250 lq8,801 j j, 5115 }Z j,988 191,_(1_ j},_§5 660,2_6 }zd}, 2t34

-- (I.5) (}.8) lO.Z) (1.4) (2.0) (o. 1) (I._) (2.6)

)60

Hunthi), Ruportu_g 0 0 0 0 107,_65 }}, 120 0 187,_65 }_, 120

........ (o.8) (o.q) -- (o.6) (0.2)

[OIAL $5,892,018 $9,2_6,868 $},967,58} $21,757,995 S2},_09,026 $9,}60,114 $27,650,01} $}2,655,8_ $1_,)27,697

(100_) (IOOf) (I00_) (I00_) (100'-) (IOO_) ( 1O0_-) (IO0_) I IdOl)
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