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I. EXECUTIVE SUMMARY


The purpose of this inspection is to identify the reasons some

States are more successful than others in reducing Aid to Families

with Dependent Children (AFDC) payment errors and to attempt to

determine those factors which prevent most States from meeting

their AFDC error rate reduction goals.


BACKGROUND 

AFDC payment errors are costly. The national 6 percent

quali ty control error rate cost State and Federal

governments approximately $863. 3 million for FY 1984 in

payments to ineligibles and overpayments to eligibles. 
Each percentage point drop in the AFDC national payment 
error rate represents an estimated annual saving of $144 
million, bas d on FY 1984 data.


Only five of 54 jurisdictions administering the AFDC

program had reached the legally required 3 percent error
rate in FY 1984. 

An estimated $582. 2 million is 9raposed in Feder l fiscal 
disallowance against those States which have failed to 
meet the required error rate tolerances. 

FINDINGS 

The threat of fiscal disallowances compels States to 
emphas i z e AFDC error rate reduction. 

States which are successful in error reduction have

fostered the attitude that every person in the AFDC

network statewide is important and accountable for

assuring the accuracy of benefi t payments. Those States 
have the following practices built into their system: 

AFDC program staff and quali ty control staff

work together on the interpretation and

implementation of policy.


Local corrective action plans which detail

specific actions to be taken, based on error

da ta . 

State moni toring and supervision of local
correcti ve action measures.


A statewide information network to transmi 

policy changes to front-line workers quickly.




Successful antifraud practices assist in reducing the 
error rate. Front-end verification, early fraud
inte vention, and client education are successful measures 
to prevent AFDC client caused errors. 
One or more of the following factors make further error 
reduction difficult in most States: 

Urban areas are more prone to errors than

rural areas.


Interpretation of complex AFDC policies can 
vary from worker to worker and State to State,
often causing errors. 
Technical errors not affecting payments to

clients continue to be significant in the

States overall error rate. 
The State is not holding local offices accountable

for errors.


RECOMME DATIONS 

Most States are satisfied with the support which has been 
provided by the Office of Family Assistance (OFA) but they 
express the need for further assistance to continue to 
reduce errors. The following are recommendations to the 
Office of Family Assistance to further assist States to 
reduce the AFDC error rate. To facili tate this, it is 
recommended that the Administrator of the Family Support
Administration establish an advisory commi ttee to include 
State officials to work with the Office of Family 
Assistance for the purpose of addressing the following
recommendations : 

develop technical assistance and training modules 
which States can adopt for their own operations; 
provide addi tional opportuni ties for State 
technology transfers; 

establish a uniform procedure to annually recognize

State AFDC directors who achieve notable success in

reducing errors; 

AFDC regulations and policies should be written

clearly to lessen the likelihood of different

interpretations; 



insure that the interpretations of the AFDC 
regulations and policies are distributed in a 
uniform manner by the OFA central office and 
regions to the States so that all State agencies
recei ve the same information at the same time; 

reward successful States wi th error rates below 
the 3 percent tolerance; and 

provide a forum for increased OFA regional

office assistance to State agencies, focusing on

local office attention to payment accuracy.


iii




II. INTRODUCTION 

PURPOSE OF INSPECTION


Error rates of the AFDC program vary from State to State. 
Despi te legislative requirements for error rate reductions and

the imposi tion of Federal disallowances for failure to meet

targeted error reduction goals, many States are having 
difficulties in reducing payment errors. The purpose of this
inspection is to identify the reasons some States are more 
successful than others in reducing payment errors and to attempt 
to determine those factors which prevent most States from meeting 
their AFDC error rate reduction goals. The best practices which
are used in States which have successfully reduced AFDC error 
rates are highlighted as practices which may be adopted
el sewhere. 

This program inspection is not designed as a statistically 
valid research study, compliance review, audi t, or program
moni toring activi ty. Rather, this program inspection gathered 
qualitative information from the people most directly involved 
AFDC error r te acti vi ties. The study focused mai l y on eQPexperiences, opinions, and suggestions. Quanti tative data is 
used as appropriate. 

METHODOLOGY 

The data collection and analysis plan included on si te personal
discussions and the review of applicable Federal and State 
statutes, regulations, and policies. Discussions were held wi 
265 respondents in six HHS regional offices, 14 State agencies 
and 19 local welfare offices. Respondents were in four
categories: 

Number of

Respondents Ca teqory


Federal Regional OFA Program and Quali ty Control

Managers and Staff


State Agency Administrators and AFDC Program Policy

Staff 
State AFDC Quali ty Control Managers and Staff


Local Office AFDC Managers and Staff




BACKGROUND 

AFDC PROGRAM


The Aid to Families wi th Dependent Children (AFDC) program is a 
manda tory program under Ti tle IV-A of the Social Securi ty Act. 
The AFDC program provides financial assistance to families wi 
children who are deprived of support due to the absence or 
disabili ty of at least one parent. Assistance can also be 
provided to children deprived of support due to the unemployment 
of the principal earner. Eligibili ty for AFDC grants is based 
on family income and resources. 
In FY 1984, the combined Federal and State budgets for 
the AFDC program were $14. 4 billion. Funding is shared by State 
and Federal Governments through the Office of Family Assistance 
(OFA) in the Family Support Administra tion, Department of Health 
and Human Services (HHS). The Federal Government pays 50 percent 
of the administrative cost and between 50 and 76 percent of the
costs of benefit payments. The State pays the rest. In some 
States, counties pay part of the benefi t payments. States 
determine how they administer the program. 

Administrative procedures vary from State to State. Generally, 
applicants are asked to complete an application and are required 
t8 document age,. family composition and relations ip,
ci ti z enshi p, res idence, Social Security numbers for each family 
member, school attendance, resources and expenses. The applicant 
may also be required to register for a work training program 
such as the Work Incentive Program (WIN), to cooperate, if 
necessary, in efforts to establish paterni ty and collect child 
support payments, and to assign those support payments to theState. Once the local welfare agency has verified application 
information and determined eligibili ty the family will receive 
periodic cash payments. States are required to review each case 
at least once every 6 months to determine whether the recipient 
is still eligible and receiving the correct payments. 

AFDC QUALITY CONTROL SYSTEM


HHS has been concerned since the early 1970' s wi th the costliness

of a high incidence of erroneous payments to AFDC recipients.
The Department responded to the concern by requiring States to
implement a quali ty control program. 

Using federal guidelines, a Quali ty Control (QC) system in each 
State draws a statistically reliable sample of cases from the
State s AFDC caseload and conducts monthly QC sampling during 12 
month sampling periods. In smaller States (under 10, 000 AFDC 
cases) the sample is 300 cases for the sample period. All States 
wi th sample sizes in excess of 300 per year may elect to reduce 
their sample size. For example, larger States (over 60, 000 AFDC 
cases) may elect a sample size ranging from 1, 200 to 2, 400 cases 
for the annual sample period. If a State elects to reduce their 
sample, they must agree to accept the lesser precision. 



State QC reviewers examine the selected case files to determine 
the accuracy of the grant amount as well as the recipient'eligibili ty. Factors such as family income, resources, and other 
grant requirements are verified through contacts wi th persons 
such as recipients, landlords, employers, and other sources such 
as banks, State employment agencies and motor vehicle departments. 
From the results of the errors in the sample, the State calculates 
the State payment error rate. 
The accuracy of the State QC findings is assessed by a sub-sample 
or re-review conducted by the Federal OFA regional QC staff. 
This sub-sample is extracted from the sample examined by the 
State QC staff. Differences between the State and 
FederQl findings are then reconciled to produce an official State
error rate. 
Error rate data generated by the QC system is used by the State 
agency to design and implement corrective actions to assist in 
reducing the State error rate. 
NATIONAL PAYMENT ERROR RATE


In the last half of FY 1978 the national average payment error 
rate among all States was 9. 4 percent. However, in the last 
month period of FY 1984 (the latest available data) the rate

had dropped to 5. 8 percent. The following table illustrates the 
downwa rd trend. 

AFDC PAYMENT ERROR RATE TREND


Nat i anal Average
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(Appendix C contains the AFDC payment error rates by State from

1978 through 1984, as well as error rate comparison graphs for

all States in the inspection sample.
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PAYMENT ERROR RATE DISALLOWANCES


The " Michel Amendment" (Section 201 of the Labor-HEW 
Appropriation Bill for FY 1980) regulations required all States 
to set a series of payment error rate goals starting in FY 1981. 
The amendment established an error rate standard for each State 
of no more than 4 percent, which was to be met by September
30, 1982. The 4 percent error rate was to be the national 
standard for all fiscal years thereafter. But in 1982, The 
Congress, in Section 156 of the Tax Equi ty and Fiscal 
Responsibili ty Act (TEFRA) again amended Title IV-A of the Social 
Securi ty Act by reducing the 4 percent rate to a standard of 
3 percent for FY 1984 and thereafter. 

According to the law, th se States which fail to meet the 
established standard each year are subject to the loss of a 
portion of the Federal share of AFDC funding. The amount is 
determined to be the difference between the official State 
payment error rate and the applicable tolerance rate for each
fiscal year. Thus on April 25, 1985, the Secretary of Health and 
Human Services informed 28 States that they had not met their 
tolerance levels for FY 1981 and were subject to a 
combined total of $73. 5 million in disallowances. Based on " good 
faith" efforts, 6 of the 28 States requesting waivers have been 
granted waivers excepting them from the disallowances. The remaining 
22 States are currently appealing the decision. 

On July 1, 1985, HHS informed States of their payment error rates 
for FY 1982 and 1983. The FY 1984 payment error rates 
were issued on November 20, 1985. Now the total disallowances 
amount to an estimated $582. 2 million for the 4 year period
beginning wi th FY 1981. The following table illustrates the 
upward trend of State fiscal disallowances. 

AFDC EST I HATED DI SALLOWANCE AMOUNTS NAT I ONALL 
SO S ED ON FEDERA L ERROR RA T E DA r n 

FY 1981, 1932, 1983 AND 1984
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The following table illustrates the number of States each year
beginning in ' FY 1981 which are affected by fiscal disallowances 
for failure to meet error reduction goals. It should be noted 
that the 22 States for FY 1981 is after waivers. The number of 
States for FY 1982, FY 1983 and FY 1984 is before waivers. 

MAT I ONAL AFDC DI SALLOHANCES 
NUMBER OF STATES BY FISCAL YEAR
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TWO YEAR MORATORIUM ON QC DISALLOWANCES


Congress approved and the President signed the Consolidated 
Omnibus Budget Reconciliation Act (H. R. 3128) on April 7, 1986. 
The bill contains a 2 year moratorium on the collection of AFDC 
Quality Control disallowances while HHS and the National Academy 
of Sciences conduct a study of the AFDC QC system. Theyear 

Secretary of HHS would be required to publish regulations, wi thin 
18 months from the date the Department contracted with the 
National Academy of Sciences to restructure the QC system as the 
Secretary determines appropriate, based on the results of thestudies. During the 2 year period, HHS will continue to 
calcula te error rates. 



SIGNIFICANCE OF AFDC PAYMENT ERRORS


Payment errors in the AFDC Program amounted to approximately
$863. 3 million for FY 1984. The national error rate was 6 
percent during that same period. A payment error in the AFDC
program is defined as the difference between the payment actually 
made and the correct payment. 

Approxima tely one-hal of the AFDC payment errors reported are

agency caused errors. The remaining half are client-causederrors. Agency errors by the local welfare office are caused by
the following: 

failure to resolve conflicting case informa tion; 
fail ure to act on information; 
incorrect policy application; and


incorrect computations.


Client related errors are caused by the following: 

information not reported; and


informa tion reported incorrectly. 

It should be noted that the QC system is not intended to measure 
the extent of client fraud. However, it is clear that keeping
ineligibles off AFDC roles will decrease the amount of client

error open to QC discovery. It is also clear that many of the

measures used in the antifraud program are directly transferable

to error reduction efforts. For example, this program inspection

found that early fraud intervention focused on error prone cases,front- tion computer file matches, client educationend ver if ica

and improved eligibi li ty worker interviewing techniques are
successful measures to detect and prevent AFDC client fraud. 
Successful antifraud practices assist in reducing the QC error 
ra te. (See Inspector General' State Inves tiqa tion ofs report on 


AFDC Fraud, OAI-04-86-00066).




The five highest AFDC national payment error elements are as

follows: 

Earned income (waqes and salaries) inaccurately reflected in

the qrant. This type of error represents approximately one 
quarter of AFDC national payment errors. Earned income cause 
agency errors because of the complicated budgeting procedures 
and cause client errors because of the client' s failure to 
report wages and salaries. 

Mandated WIN candidates not reqistered Work Incentive (WIN) 
and WIN demonstration programs require registration for all 
individuals who apply for, or receive, AFDC payments unless
they are legally exempt. A mandatory client not registered 
does not meet the eligibility requirement. The client is

therefore ineligible and the payment is counted as an error.


Unemployed Parent At the option of each State, assistance

can also be provided to children deprived of support due to

the unemployment of the principal earner. It is one more

pot2ntial wage earner in the grant which can mean a larger 
percen t of cases wi th wage earners. In addi tion, as ore 
options are added to the program the more complex the
application. Eligibili ty workers are requi red to understand
these addi tional policies which can add addi tional proneness 
to errors. 

Erroneously reported continued absence of a financiallv

responsible parent To be eligible for AFDC, a child must be

deprived of parental support or care because of the continued 
absence of a parent from the home, death of a parent, 
physical or mental incapacity of a parent, or in some States 
the unemployment of a parent. If any of these circumstances

does not exist as reported the case is counted as an error. 
Livinq arranqement and household com osi tion. To be eligible
for AFDC each child in the grant must be living wi th arela ti ve of the proper degree of relationship as defined by 
AFDC State policy.


These error elements comprise 57 percent of the national

erroneous payments, based on the latest OFA published data, April
1984 - September 1984. (Appendix B lists in ranked order, 

AFDC payment error elements reported by all States during thisperiod. 



III. FINDINGS 

ACTORS THAT AFFECT STATE EFFORTS TO MANAGE AFDC PAYMENT ERRORS


THREAT OF DISALLOWANCES


The threat of fiscal disallowances compels States to focus on AFDC 
error ra te reduction The error rate issue is now kept before 
top management in the State agencies through the use of periodic 
reports, policy reviews, and an elaborate set of controls and 
accountability so that the concern filters down to where the 
errors are made - in the local offices. 

The threat of disallowances has created pressures on the State 
agency. Management officials and governor s office staff in 
several States believe that an imposed financial penal ty is badpolitics. If HHS imposes the disallowance they feel negative 
publici ty for their State will result. In one State that has 11 
million dollars in pending AFDC disallowances since FY 1981, the
Governor s office has a response ready and wai ting to offset the 
expected nega ti ve public i ty 

The level of commi tment by States to reduce AFDC errors is hiqh 
As a result of the Michel Amendment regulations, respondents
report a discernible difference in the atti tude of top management 
in many of the States. While most State agency respondents did 
not like the idea of imposed federal disallowances, many felt tha 
the threat was a force to hel 
 them bring down error rates. 
Until recently, top officials in many States did not make AFDC 
payment accuracy a priori ty. Most respondents clearly expressed 
the belief that it is necessary that top level managers in the 
State agency be commi tted to error reduction before the line 
people react. Without firm determination by top management to 
reduce AFDC errors, respondents fel t that it is impossible for 
any statewide error reduction efforts to be effective. 

ACHIEVABILITY OF ERROR GOALS


There is near universal aqreement amonq respondents that a 
percent tolerance level is almost impossible to reach Only 5 
of the 54 State agencies have an error rate at or below 
percent for FY 1984. Respondents see it as an arbi trary and 
unrealistic goal which most States cannot attain. It is fel
that States wi th a small, rural caseload can more easily achieve 
a 3 percent tolerance, while States serving large urban metro

areas can more realistically maintain a 4 percent or 5 percent

ra te.




As a State moves closer to the 3 percent error rate tolerance

level the more difficult it is to reduce the error rate 
Significant- gains were made over an 11 year period in reducing 
the national average payment error rate from 16. 5 percent in FY 
1973 to 6 percent in FY 1984. The " easier, " systemic errors 
have largely been corrected by States. These were the errors
which were corrected by system changes. Now the road ahead is a 
more difficult one for many States as they attempt to reduce the 
error rate to the mandated 3 percent and try to maintain it 
at or below that level. 

CHANGING CONDITIONS 

Once a State is at or below the 3 percent error rate,
maintaininq that level is a constant challenqe The pressures on 
a State agency can be great. Errors may fluctuate from one QC 
sample period to another for a number of reasons. The following 
are those most commonly ci ted which can cause an error rate to
increase temporarily: 

frequent AFDC legislative and regulatory changes. The
in terpreta tion of such changes and etraini ng of s ta ff 
leaves ioom for errors;


the installation of a new computer system; 

high staff turnover and hi ring and training new el igibili ty
workers; 

an economic decline which results in more people

applying for benef i ts; and 

changes in top management which results in a decreased

emphasis on error reduction.


CLIENT-CAUSED ERRORS


Some State and local aqency respondents view client caused errors 
as beyond worker and manaqement control Some have even 
suggested that client errors be excluded from the State 
error rate. Yet, in fact, States which have had success in 
reducing client errors through corrective action admi t that it is 
a difficult but achievable task. Many believe that at least 
one-half of these errors can be detected and prevented through
improved eligibili ty worker interviewing techniques, front- end 
verification computer file matches, client education, and early
fraud prevention programs. These error reduction techniques for 
determining eligibili ty accurately are most effective when 
coupled wi th timely and ef fecti ve fraud prevention and detection
activi ties. 



While it would help States wi th disallowances by removing client 
errors from the error rate, many respondents felt it would also 
reduce the incentive to actively pursue client caused errors. 

FACTORS THAT MAKE ERROR REDUCTION DIFFICULT


LACK OF STATEWIDE ACCOUNTABILITY


In States havinq difficulty reducinq errors, one or more of the

followinq factors exist: 

The eligibili ty workers are not working accurately.


The supervisors are not checking their work.


The State office is not holding the local office

accountable for errors.


Lack of a statewide accountabi li ty system translates into 
inadequate technical assistance and inadequate verification 
systems, as well as the lack of other tools and resources lQcal 
offices need to do their work more accurately and in a timely
manner. In one State wi th no State system of accountabili ty, a 
local welfare office located in a suburban metropolitan area with 
112 employees which include 28 eligibili ty workers took it upon 
themselves to reduce their own errors. The staff created their 
own error reduction system and have not had a QC error in threeyears. Everyone in this local office has great pride in their
achievement - both workers and managers. By contrast, in nearby
county off ices wi th no such system in place, morale is poor and 
payment errors are high. 

URBAN AREAS MORE ERROR PRONE


Urban areas are more prone to errors than are rural areas There 
is a near unanimous agreement among respondents that States wi th 
predominantly large metro urban areas labor under an extra burden 
in their error reduction efforts. For example, in a State which 
has 159 counties, 7 of the most urban counties (4 percent) 
account for 45 percent of the cases and 70 percent of all errors. 
The most common reasons given for urban areas being more prone to 
errors are: Clients are more transient, so less is known about 
them in the communi ty; clients are more sophisticated or
streetwise " about what to say and not to say in order to be 

deemed eligible; there are more job opportuni ties and therefore 
more chances for unreported income; there is less of a personal 
relationship between the client and welfare office workers; there 



is more staff turnover, which causes a greater flow of less

experienced staff; and in large welfare offices there are more

layers of supervision, creating more chances for miscommunication

between top management and the eligibili ty worker.


TECHNICAL ERRORS CURRENTLY COUNT


Technical errors should not be counted or, if counted, should be 
given less weight when determining disallowances if they d not 
change the AFDC payment level according to most respondents 
Technical errors are defined as errors due to the failure of 
clients or agencies to comply wi th certain basic legislative
eligibili ty requirements. The Medicaid and Food Stamp programs 
do not include technical errors in considering disallowances. 
The QC system identifies the following types of technical errors 
attributable to AFDC eligibili ty requirements: 

SSN - Social Securi ty numbers not obtained for all family

members; 

Child Support - Child support rights not officially 
assigned to the welfare agency; and the parent has not 
formally agreed wi th efforts to collect child support; 

WIN - An employable recipient has not registered wi th the 
Wor k Incentive Program (WIN); and 

Monthly Reports - The client has not filed required
monthly reports wi th the welfare off ice. 

Technical errors account for approximately 15 percent of allerrors. This represents from to 1 to 1. 5 percent of the national 
average payment error rate. Respondents recognize that technical
errors are factors of eligibili ty and must be complied wi th but 
the general feeling among States is that technical errors should 
not be counted as a payment error for disallowance purposes 
the payment does not change after correcting the error. Payment 
errors, it is reasoned by most State respondents, should be based 
on the amount of overissuance. For example, if the only child in
the assistance grant does not have a Social Securi ty number in 
the sample QC review month, the case is technically ineligible. 
When the SSN is obtained it becomes a correct payment and the 
State will make no payment change. There are no savings because 
the payment continues. Yet such a case is counted as an 
ineligible case in computing the payment error rate. 



INTERPRETATION OF POLICY VARIES


Interpretation of AFDC policies can vary from worker to worker, 
office to office, and State to State, influencinq the error rate 
AFDC is an extremely complex and constantly evolving program.
State level respondents know that keeping abreast of changes is a never-ending task. New State policies must be issued, manuals
revised, and local staff retrained so that all are using the

same policy interpretations. Similar pressures are felt by State

and Federal QC staff. For example, in one State there is

evidence that the eligibili ty workers and QC reviewers disagree 
on the defini tion of WIN registration. The policy is unclear and 
resul ts in 30 percent of that State s errors. 

One State program administrator said: 
The Counties complain that State QC uses 
different interpretations when they reviewa case. Then the Federal QC people come 
in wi th another interpretation. It can get
confusing. We have to constantly work at 
it to make sure everyone is interpreting the 
written policy the same. 

The principal complaint regarding the interpretation of policy
concerned the " standard filing uni t n required by the Def ici t 
Reduction Act of 1984 (DEFRA). The regulations require States to
include parents and minor siblings living with the dependent 
child in the AFDC filing unit. Failure to include a required 
individual would make the entire assistance unit ineligible.
However, there apparently are conflicting interpretations
regarding the intent of the regulations. The one year
implementation period ended September 30, 1985 for the DEFRApolicies. Beginning October 1, 1985 QC began reviewing cases 
based on the new policy. Yet the revised policy on the standard 
filing unit was sent to States in February 1986. This means 
policy manuals must be revised and workers notified of the
changes. But according to OFA, States not conforming wi th this 
new policy retroactive to October 1, 1985 will be ci ted for QCerrors. States were allowed to adjust their original QC findings 
to reflect the revised interpretation. 



EFFORTS THAT CAN FURTHER REDUCE ERRORS


REASONS SOME STATES ARE MORE SUCCESSFUL THAN OTHERS


States which have been successful in error reduction have

created the atti tude that every person in the AFDC network 
statewide is responsible for assurinq accurate benefi t payments 
States attempt to have competent, well trained workers dedicated 
to accuracy and who have pride in their work. To achieve this, 
the successful State agencies have developed a strong 
organizational linkage between State agency management and the 
local offices. Through top management commitment emphasizing 
accountabili ty, State agencies work closely wi th local office 
managers to identify errors and implement policies and practices 
to prevent them. Respondents who have been successful in their
sta tewide efforts to reduce errors said it is not only the 
techniques that cause a low error rate, it is also an attitude; 

e., those intangibles that make people want to do their jobswell. Corrective action activi ties designed to reduce errors 
have a better chance of success if staff involved in the payment 
process have a positive attitude. 

States which have had success in reducinq AFDC errors by

stressinq accountability as described above, qenerally hav
the followinq practices buil t into their system 

AFDC program staff and quali ty control staff work together 
on the interpretation and implementation of policy. They 
cooperate and assist each other. 

Local corrective action plans which detail speci f ic 
actions to be taken, based on error data. 
State moni toring and supervision of local corrective

action measures wi th emphasis on quickly identifying error

trends and ini tia ting timely corrective action. 

statewide information network to transmi t policy 
changes to front-line workers quickly. This includes 
training on policy changes and interpretation of the
policies. 



The following is a brief summary of measures States have found

effective in their efforts to reduce AFDC payment errors


Front-end verification - up-to-date on-line computer file 
matches performed prior to eligibili ty. 
Revised State policy manuals - easy to read and understand.


Client education - instruction of clients on the 
importance of reporting accurately. For example, some
States have produced a video tape centered around clients 
rights and responsibili ties. 
Home visi ts - built into the local office procedures.


Eligibili ty worker training - training on interviewing 
skills, case management, and conducting home visi ts;
preferably centralized so that each person hears the same
information. 

Supervisory or second party review - review of error prone
cases prior to eligibili ty and at redetermination. 
Early fraud intervention - referring suspected fraud cases
for investigation prior to eligibili ty. 
Performance appraisal reviews - workers and supervisors

have specific, quantifiable performance standards for

payment errors.


Eligibili ty worker and local office recogni tion - reward 
high performance.


Simplified WIN reqistration procedures - in order to avoid
a technical error. 
Supplemental quali ty control review - by local or central 
office staff to detect and prevent errors in all local 
offices prior to State and Federal official QC reviews. 
State uni ts to detect error trends quickly - includesvisi ts to local off ices to moni tor and provide assistance
in correcting deficiencies.


Targetinq of urban areas - strong focus on corrective

action measures in major urban areas.


Corrective action plans - development of a mechanism to
mesh activi ties of State and local corrective action plans. 
Timely redetermi na tions - to avoid backlogs that may 
prolong erroneous payments.


(Appendix A lists specific practices and techniques several States in

the inspection sample are using to successfully reduce errors.




EFFECTIVELY TRANSLATING QC FINDINGS INTO CORRECTIVE ACTIONS


Sta te AFDC quali ty control findings are used to identify errors 
and trends to assist States in developing strategies and plans to
prevent those errors However, due to the small sample si z e, 
is sometimes difficult to identify error trends in rural areas 
wi th small caseloads. For example, a State wi th 100, 000 AFDC 
cases, and with 600 random cases reviewed in a 6 month period 
may have few if any cases selected for any given small office.
These smaller off ices may, in fact, be committing errors which 
are very unlikely to be identified through State QC error trends. 
Some States deal wi th the problem through supplemental QC
reviews, used as a management tool and performed locally or by
the State off ice. 

Corrective action activi ties are effective for error rate
reduction Respondents acknowledge that whi le corrective action 
plans are formal procedures to satisfy Federal requirements, they 
do help the State agency staff to outline specific strategies to 
reduce errors. States which have had success wi error 
reduction use the corrective action process as their focal point 
for formulating strategies and implementing targeted remedies. 
Some States, in the past, have clearly not taken the Federal 
requirements seriously and developed plans merely to satisfy
these requirements. Some of these same States are now learning 
to use the correctiv9 action ?rocess as the means to reduce high 
error ra tes. Through ser ious commi tment and accountabili ty 
corrective action activities in several States have recently been 
successful in reducing high error rates. 
Effective State moni toring of corrective action plans is a key

ingredient in controlling errors Having a plan alone is not

going to insure success. States which are successful in 
reducing errors have effective moni toring of local office
activi ties directed toward iden tifying the causes of errors and 
taking corrective actions. However, a problem some States are 
having in their moni toring efforts is a lack of commi tment from 
some local office managers. States wi th locally administered 
programs have a more difficult challenge. "Artful persuasion
appears to be an eff ecti ve technique that some State 
administrators use to induce county managers to be responsive to

corrective action activities.


An effective working relationship ai the State level between 
quali ty control and orogram staff is essential in reducinq 
errors In States where errors are low or currently decreasing 
steadily, State administrators have made efforts to foster 
communication between the groups. In several of these States the 
QC staff is represented when State program policy is developed.
This helps facilitate uniform policy interpretation and the 
avoidance of potential errors. By contrast, in States where such 
communication is poor, error rates are generally high. In one 
State QC and program staff do not share, nor coordinate on,
policy interpretations from OFA. The lack of communication
contributes to an increase in errors. 



MORE DIRECT PARTICIPATION BY OFA


Most States are satisfied wi th the support provided by their OFA 
reqional office but desire further assistance in error reduction 
Most State agency respondents said that the regional offices have 
been helpful to them by emphasizing payment accuracy. Federal
off ices do this by providing policy guidance, attending 
corrective action meetings, distributing pertinent program
Ii terature and arranging technology transfer visi ts. However, 
the quality and quantity of this assistance seems to vary from

region to region. Many regional office staff stated that each

region makes its own management decisions on how to best assistits States. There is little or no contact with the staffs from
other regional offices. 
In two States of a region, State and local agency staff said that 
regional office tepresentatives have been of tremendous 
assistance by coming to the States " rolling up their sleeves " and
hel ping develop corrective action plans to focus on error pronecounties. This type of assistance began in the 1970' s even prior
to the Michel Amendment. .r:s a resul t, both of these S ta tes have 
been successrul in their error reduction efforts. 
Regional offices currently are limiting visits to State agencies.
Many feel that their personal visits had developed a positive
partnership but States now rarely receive visi ts from the 
regional staff. Many feel this lack of visibility can be 
detrimental to error reduction efforts. As a result of the 
travel reductions, some feel that OFA has been moving away from
providing technical assistance. One State administrator 
complained, " They tell us where we went wrong after we went 
wrong. We need help from them on how to avoid going wrong 
Some State staff are concerned that OFA is losing touch wi 
States at a particularly crucial junction. " If this is a
partnership, then the Federal partner has to deliver, " said a
State director. 
Throuqh a contract, Touche Ross and Company has produced 
beneficial reference material for States to use in error 
reduction acti vi ties For example, a four volume report 
identified a list of effective error reducing practices and 
the relative cost of developing and operating each of them. 
There is also a self-assessment checklist, by major error 
elements, that State and local agencies can use for 
corrective actions. The Touche Ross study recommended the 
following to the States and OFA: 



Touche Ross recommendations to the States: 
Consider implementation of the actions found to be

effective by the study.


Strengthen procedures to moni tor local office practices.


Train local office managers to recognize and implement the

practices known to prevent errors.

Strengthen methods used to analyze individual case Quality

Control error findings. 

Touche Ross recommendations to OFA: 

Strengthen the capaci ty of OFA regional offices to moni tor 
and assist States ' error reduction practices. 

Conduct further research and demonstration projects for

practice areas where the study indicates opportuni ties for

5 ta te improvemen ts 


Continue corrective action planning requirements.


OFA currently attempting to address these recommendations. 



D. CONCLUSION


States are making very substantial efforts to identify and 
prevent AFDC payment errors. The level of commi tment by States
to reduce errors is high. However, as the error ra te decl i nes ,the diff icul ty of making further reductions is increased. To 
illustrate, in FY 1973 the average national payment error rate
was 16. 5 percent. - By FY 1980 that rate had dropped to 7.
percent, a substantial decrease. In FY 1984 the rate had droppedto 6 percent. However, since completion of this study, the 
national payment error rate average increased from 6 percent in FY
1984 to 6. 15 percent in FY 1985. Based on these error rates, AFDC 
erroneous payments to State and Federal governments rose from 
$863 Million in FY 1984 to an estimated $918 Million in FY 1985. 

The overall downward trend since FY 1973 continues but at a 
slower rate. The " easier " systemic errors have largely been 
corrected by States. Now the road ahead is a more difficult one

for many States as they attempt to reduce the error rate to the 
manda ted 3 percent and try to maintai n it a t or below tha t level. 
Based on findings from this study, one or more of the following 
factors make further error reduction difficult in most States: 

o Urban areas are more prone to errors than rural 
areas. 
o Interpretation of complex AFDC policies can vary from


worker to worker and State to State, often causing errors.


o Technical errors not affecting payments to clients


continue to be significant in the States overall error

ra te.


o The State is not holding local offices accountable for


errors. 
There are concepts being explored which could reduce the 
incidence of technical errors. One of these concepts is to 
enumerate infants at birth. Enumeration at birth would 
significantly reduce technical errors because it would, in time, 
eliminate situations where it is alleged that an individual does
not have a SSN. The Inspector General has contacted the 
Commissioner of the Social Security Administration and suggested 
that SSA take a active role in encouraging enumeration at birth. 
As a result of this contact SSA is piloting a project to' study
the feasibility of early enumeration. 

The threat of disallowances has played an important role in

reducing the error rate by keeping the issue before top

management in the State agencies. However, it is now apparent




that the threat of Federal disallowances alone has proven to be

insuff icient in bringing States wi thin the legisla ti vely mandatedstandard. For example, 49 of the 54 jurisdictions administering 
the AFDC program had not reached the legally required 3 percent

error rate in FY 1984. In recogni tion of this fact, the 
Consolidated Omnibus Reconciliation Act of 1986 (COBRA) contains

a 2 year moratorium on the collection of AFDC Quality Control

disallowances while HHS and the National Academy of Sciences

conduct a 1 year study of the AFDC QC system. 
Consequently the threat of disallowances, as a method of

compelling States to reduce errors, needs to be supplemented by

management ini tiatives and incentives in order to further reduce 
the error rate. For example, States which have had success in

holding local offices accountable for errors have fostered the

attitude that every person in the AFDC network, statewide, isimportant and accountable for assuring the accuracy of benefi
payments. Local office workers and supervisors have specific 
quantifiable performance standards for payment accuracy. Theyare rewarded for high quali ty performance. The following
practices built into their systems seem to hold promise for

improved accuracy: 

o AFDC program staff and QC staff work together 

on the interpretation and implementation of policy. 
o Local corrective action plans which target error prone


cases and detail specific actions to be taken, based on

error data.


o State monitoring and supervision of local corrective action


measures wi th emphasis on quickly identifying error trends

and ini tia ting timely corrective action. 

o A statewide information network to 

transmi t policy changes
to front-line workers quickly. This includes training on

the policy changes and interpretation of the policies.


While most respondents in this study believe that the 3 percent
target rate is almost impossible to reach, our conclusion is that
the continued threat of disallowances supplemented by the proper 
steps initiated by HHS, through the Office of Family Assistance 
(OFA), can further reduce the average national payment errorrate. In addition to fostering the implementation of the 
practices mentioned above, OFA should encourage the 
 oupl ing of

QC error reduction efforts wi th fraud prevention activi ties. For
example, front-end fraud intervention projects that focus on 
cases prone to client error will help prevent erroneous payments.
This would be accomplished by emphasizing QC corrective action 
and anti fraud activi ties to the eligibili ty caseworkers in localoff ices - where the errors are made. The following section
addresses specific recommendations to OFA for assisting States to 
reduce their payment error rates. 



IV. RECOMMENDATIONS


While the threat of disallowances has been the driving force in 
reducing the AFDC error rate, the following recommendations to 
the Office of Family Assistance are essential to further 
reductions in the AFDC error rate. To facili tate these 
activities, it is ' recommended that the Administrator of the 
Family Support Administration establish an advisory commi ttee to

include State officials to work with the Office of Family

Assistance for the purpose of addressing the following

recommenda tions.


o Provide a forum to increase OFA regional office activities


aimed at helping the States to focus local office 
ttention on payment accuracy. Some suggestions for 
focusing local office attention on payment accuracy are: 

provisions for rewards and incentives for AFDC

payment accuracy; 

policy requiring each local office to have
correcti ve action plans which are moni tored to
ensure implementation; 

standards to require accountability of all local

offices; 
mechanism to translate QC findings into management 
tools to identify trends requiring correctiveaction. This will facili tate targeting error prone 
cases for special attention during the intake

process; 

procedures for supplemental QC reviews which better

identifies error element trends in all local offices; and


procedures for targeting error prone urban areas where the 
potential for reducing payment errors is greater than inrural areas. One purpose would be to concentrate 
efforts and resources towards high volume caseloads 
indigeneous to urban areas. 

o Develop technical assistance and training modules which


States can adapt for their own operations. Some examples
are local off ice moni tor ing instruments, eligibili ty
worker training modules and video tapes emphasizing the 
importance of preventing payment errors. 

o Provide a forum to ensure addi 
tional opportuni ties for


State technology transfers. Develop a annual Statetechnology transfer s tra tegy to ensure equal opportuni ty and 
access among all States for error reduction. States relate 
well to each other on those activities which are effective

and those which are not. OFA should convene annually

scheduled multi-regional as well as national forums on AFDC

error reduction.




Establish a uniform awards procedure to annually recognize 
State AFDC directors who achieve notable success in 
reducing errors. Their accomplishments should be made 
known to both peers and officials in their own States. 
AFDC regulations and policies should be written clearly to 
lessen the likelihood of different interpretations. For 
example, the standard filing unit provision under DEFRA 
has produced conflicting interpretations since itsinception. The confusion influences the error rate. 
Insure that the interpretations of the AFDC regulations

and policies are distributed in a uniform manner by the

OFA central office and regions to the States so that all

State agencies receive the same information at the same

time. 

Reward successful States wi th error rates below the 
percent tolerance. One way to achieve this is to seek 
legislation allowing credi ts for States which have error 
ra tes below 3 percent in each QC sample period. 
State that has been below 3 percent and rises above 
that rate could use accumulated credi ts to offset the 
difference and avoid disallowances. 



APPEND IX A


EFFECTIVE TECHNIQUES AND PRACTICES


This section highlights some practices and programs which States

consider to be effective and/or innova ti ve. The practices may 
not be exclusive to the agency identified. 
OKLAHOMA 

The Oklahoma AFDC corrective action t prepares a weekly QC
uni 

error report which is distributed to local staff. Local 
management is encouraged to inform their staffs of the report,
which indicates statewide QC findings. Management is also 
advised to use the reports as the basis for staff training. 
The report format includes name, case number, county, review

month, case element in error, agency or client error, the

pertinent manual section, and a brief explanation of what caused

the error. The report also attributes the error to the agency or

the client. 
Oklahoma has addressed the issue of worker accountability. The 
State Agency has a long standing tradi tion of expecting great
accuracy from AFDC workers. The state s August 9, 1985

Corrective ction Plan Progress Report shows that the standards 
are enforced under the provisions of the Department' 

s Cor rectiDiscipline Plan. The Corrective Discipline Plan calls for a 
series of escalating steps in dealing with substandard worker
performance. Personnel actions begin wi th an informal conference 
wi th an employee and may end wi th a suspens ion, demotion, ortermination. Between January and July 24, 1985 the agency
reported the terminations of three probationary employees and one 
permanent employee. The agency also suspended, wi thout pay,
eight employees and demoted one social worker (wi th a reductionin pay of $185 per month). Oklahoma plans to enhance worker 
accountabili ty by continuing to redef ine job standards. 

CALI FORNI A


The California Department of Social Services has produced a 
handbook to show counties how to complete corrective action
plans. The document covers such key areas as problem analysis, 
development and selection of correcti ve actions, implemen ta tion,
planning, moni toring and evaluation. 

The handbook provides simple formats, illustrations and checklists

for categoriz ing and thoroughly dissecting QC error data. 
Minimally, the plan should specify what is distinctive about the 
error cases and where the errors occur in the agency s caseprocessing. The final topic presented in the handbook has to do 
wi th evaluation which includes determining whether to continue, 
change, or discontinue the corrective actions.
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TENNESSEE 

While there are numerous factors which influence a State
s error

rate, one key factor is the management of program pOlicy.

Program policy, which may change frequently, must be interpreted,

communica ted, and implemented quickly and consistently.


One of the actions which Tennessee has taken is the establishment 
of a group of State Program Consultants who work with local 
staffs on policy questions, and are physically located in 
designated regions of the State. At the local level the 
consul tants explain policy. They also assist local agencies in 
planning the implementation of new policy. While
organi za tionally, the consultants report directly to the State 
top level management, they are able to serve as advocates for 
both the State office and the local staffs. They have quickaccess to the field off ices and the State off ice. 

VIRGINIA 

Virginia is maintaining a low error rate. A thorough
verification of eligibility factors is performed. The entire
caseload is moni tored very closely to ensure that new and
redetermination cases are processed quickly. A supervisory
review is performed on nearly every case. 
Virginia s employees seem dedicated to accuracy and have pride in
accomplishment. Their organizational structure combines policyand training staffs wi thin the same component, with few managementlayers. This arrangement permi ts quick and accurate distribution
of new policy, and the development of appropriate training. 
Some techniques that are in use or under development include: 

Computer generated alerts for predictable events, such as 
children attaining pertinent ages and clients ' patterns of
returning to work on a seasonal basis. 
A video which is required viewing by new clients,
explaining their rights and responsibilities. 

Development of computer capability for front-end verification.


Development of error prone client profiles.


Close monitoring to ensure there are no overdue cases for

redetermina tion.


Special corrective action plans for counties wi th high
error rates. 
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A 100 percent case moni toring by supervisors.


Special training modules for each assistance program.


PENNSYLVANIA 

In Pennsylvania there is evidence of a concentrated, dedicated

effort on the part of the State to lower the AFDC error rate

using the following: 

A Corrective Action Commi ttee was formed, guided by the
State office and made up of eight area managers. Error 
trends are identified quickly and brought to the attention

of county managers. A Standard Review System (STAR) was
implemented requiring county supervisors to review a

sample of all types of cases.


A PSU (program support unit) performs a mini-QC review in

each county. 

A Validation Unit was formed, comprised of 50 people whose

function it is to visi t county offices where errors are

unacceptably high, analyze the problems, and suggest

correcti ve actions. 

Performance objectives related to errors have been 
established for Executive Directors and line staff. 
State and county corrective action plans are required from

each office and the plans are carefully monitored.


An educational video for clients has been developed by the 
Lancaster County office. The video explains clients
rights and responsibili ties. Clients are required to view
it immediately after applying for benefits, and sign a form

signifying that they understand their reporting

responsibili ties.


A peer review of all new and redetermined cases is

performed in the Lancaster office.


NORTH CAROLINA


North Carolina provides an excellent example of accountabili 

and commi tment from upper management at the State level to

improve AFDC payment accuracy. The local welfare offices are

county administered and the staffs are county employees. Yet,
the State AFDC agency has worked wi th them in a very cooperative

manner to reduce errors. 
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In addition to the federally required State corrective action 
plan, the State Agency itself requires regional and county plans. 
The State has identified 25 error prone counties based on the QC
reviews. The State AFDC director and other managers meet wi 
representatives of these counties semiannually to discuss and 
share ideas on AFDC error rate reduction. In addi tion the 
Division of Social Services identifies corrective action 
activities each quarter to the four regional offices in theState. The regional offices then submit a progress report, on 
each item cited by the State office. There is a clearly 
structured format for monitoring county office procedures andpractices. Further, letters are quickly sent to all counties on 
program changes. Counties incorporate the policy letters into 
policy manuals, in an effort to be in compliance at all times and 
to prevent errors. 

TEXAS 

Worker accountabili ty is an important factor in controlling AFDC 
case errors. The State has ini tiated a " uniform performance
plan, " designed to communicate agency priori ties and define 
minimum performance expectations. It establishes tolerances for 
process errors (80-90 percent accuracy), payment errors (97
percent accuracy) and notices of disposi tion (94-97 percentaccuracy). The system does not remove supervisory judgement from
the evaluation process. Instead, it provides supervisors wi th atool for s taf f developmen t and correcti ve action. 
As a facet of its Quali ty Improvement Project, Texas has 
implemented what are called Verification/Documentation Standards. 
The standards were developed as a result of an analysis of QC 
error cases. Essentially it is a tool which prompts caseworkers 
to focus on those case elements which are most error prone.
Documen ta tion procedures, veri fica tion sources, addi tional " case
clues " (related to special situations), and a brief guide for 
supervisors are included. The document addresses eighteen 
topics, including household determination, resources, monthly 
reporting, income, depri va tion, and management. 

The section on depri va tion, for example, states the basic
cri teria, evidentiary requirements, and guidelines for
establishing continued absence such as no legal paterni ty,
recipient or absent parent marr ied to or living wi th another, or

Child Support Enforcement provides a separate address for the

absent parent. Thirty-six potential sources for verification are

listed and there is a reminder to consider other possible

benefits in death cases.
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ARIZONA 

The following is a brief description of some of the
activi ties the Arizona Department of Economic Securi ty is 
currently undertaking to reduce payment errors. 

PIRT - Performance Improvement Review Team. This activi ty was 
transferred from another State. The State Agency pulls a
sample of error prone cases and reviews the local off ice I
determinations. This started in August of 1984. The PIRT 
team visi ts local off ices for a review of these cases. 
Quali ty Assurance - A two-tiered process. The first tier, 
local office supervisors, reviews 10 percent of the case 
actions completed by eligibility workers. The second tier 
a district office review of the 10 percent sample cases plus 
an addi tional random sample. This acti vi ty takes place prior 
to the QC review. 

Early Intervention Project - Based on the Orange County,

California project. Eligibili ty workers refer suspected fraud

cases to investigators prior to a determination. This 
procedure is considered successful in the counties where it
operational. Approximately 50 percent of all suspected fraud 
reierrals are found to be ineligible for benefi ts. 
Expenses Exceed Income Computer Printout - This is an 
indicator of possible wages and other income not reDorted. 
The cases are targeted for special review. Each quarter a 
printout is generated and distributed to local offices. 
Revised Policy Manual - This was completed in December 1985. 
It is easier to read and understand. Local eligibility 
workers are enthusiastic. The previous policy manual 
contained incorrect interpretations of AFDC policy which
resulted in errors. 
Client Education - This effort is an attempt to make clients 
aware of reporting changes. Public service announcements are 
periodically broadcast on television and radio. Posters and 
tapes are in the waiting rooms of AFDC offices. Check 
stuffers are used wi th messages about reporting obligations. 
Agency staff also meet wi th various communi ty agencies 
advising them to remind clients of the importance of reporting
changes. 
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Eliqibili ty Worker Traininq - This has improved since it has 
been centralized. There is less chance for errors because 
there is only one interpretation of policies, practices and
procedures. The training not only includes procedures for
eligibili ty determination but also contains intense practice 
on interviewing techniques for high error prone elements. The 
training also demonstrates methods of conducting home visi ts,
and of interviewing absent parents. 

MISSISSIPPI 

The State of Mississippi has had recently one of the lowest AFDC 
paymen t error rates in the nation. Its ra te has steadi 1 y 
declined from 10. 4 percent in FY 1979 to 2. 0 percent in FY 1984. 

The Mississippi Department of Public Welfare has identified 
specific corrective action activities which have proven
successful. Some examples are client education, wage m tches, 
focusing on error prone counties, em9loyment of high quality
eligibili ty workers, ini tial and on-going eligibili ty worker 
training program, a revised, easy-to-read policy manual, and 100
percent supervisory review. 

Mississippi' s State De8artrne t of Public Wel fare I s succes can berijut g2n!li 2 cO aD3gtop level m2't 

reduce the AFDC erro rate below three percent and maintain ic at

that level. The State Department of Public Welfare has a

cooperative network linking t e State and local offices to a


on goal of low error rates. This firmly communicated 
commi tment, along wi th a system of accountabili ty from t e local 
eligibility worker through the top levels of State management, 
has contributed to high payment accuracy in the AFDC program. 

MASSACHUSETTS 

Massachusetts ' Local Office Quality Control (LOQC) was developed 
in the correcti ve act ion plan as submi t ted for the October, 1983 ­
September, 1984 report. The purpose of LOQC is similar to State 
QC-to identify errors and to recommend that corrective steps been. The only difference is LOQC is used strictly as a 
management tool rather than for establishing State error rates.
State money went into establishing LOQC with the hopes or

identifying and correcting mistakes before State or 
 ederal QC
iden ti f ies and counts them as errors. 
LOQC is credi ted wi th correcting approximately 200 cases per
office each month. There is a strong consensus from the intake 
\lorker level to the Commissioner level that LOQC has made a
significant difference. For example, the LOQC process has 
established local office training needs (where local offices make 
repeated errors, LOQC will identify problems and recommend 
appropriate training). Also, LOQC identifies systemic 7eaknesses 
and recommend corrective actions including policy or procedural

changes, where appropr i ate. 
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APPENDIX B


The following table illustrates AFDC error elements in ranked

order by states. 



. . . . . . . . . . . . . . . . . . . . . . . . . .. . . . . . . . . . . . . . . . . . . . .. . . . . . . . . . . . . . . . . . . . . . . . .. . . . . . . . . . . . . . . . . . . .............. . . .. . . . . . . . . . . . . . . . . . . . . . .y. . . . . . . . . . . . . . . . . . . . . . . 

Raed Order of Payent Error Elanents 
April 1984-Septanber 1984


Elanents 

waes an Salaries.................

rk/ N Registration..............


CotiI'ed A.sence..................

Vehicles. 

Contribution/Incare In-Kind...... .
Livir. Arraranent an Hoserold 

Ca'Ps i tion. 


Other Uneared Incoe..............

I)aned Incane......................

R.! Benefits......................
Ba Accats or Cash on Ha......
Social Secuity Nuer.............

Life Ins1.ance.....................

Un8D?loyed Parent..................

Shel t er ani 

Real er1......................

Unemploynt Copeation..........

Res idency.
rkn ' s Capensation.............

Rela t ion hip. . . 
Earned Incae Tax Credit...........

E'at ion 


Grants an 
!Jan /

olarships..........

Vetern Beefits...................

Proper Person in Buget............

Self EIloynt....................

Age an School Attence..........

Other Non Liquid Resources.........
Support Paynts mae 

Child Support Agency. 
All Basic Bugetar

All ce. . . . . . . . . . . . . . . . . . . . . . . .
Aritheatic Caputation............

Other Goernent Benefits..........

Foo Stamps/Housing Subs idy. . . . 

Ass ent of Suprt..............

Inc.aci t:. . 

Total : 33 elanents 

Fr€1uencv 0 Occuence 
Raing 0 Payment
Eror Elanents

Total st 2r 3r 4th 5th 

er 0 States reprtin e ement. 
Source:	 Office of Family Assi3tcnce, Division of Quality 

Control, Detailed Statistical TableE 



APPEND IX C


On the following table is a State-by-State AFDC payment error

rates (for each six month QC period) from April 1978 to September

1984. 

The two pages of charts following the table show the AFDC payment 
error rates, by year, for States in the inspection sample. 
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APPEND IX D


The following are comments on the draft report from the Family

Support Administration. 



'-' "-.",., (: 

DI:ARTMENTOF HEALTH I' HlMAN SEW-VICES FamilY Support ;"dmlr"lstra!lon 

Memorandum 
AP '0 19Dale: 

Ad m i n i s t rat 0 rFrom: Family Support Administration 

OIG Draft Report " Errors Resulting in Overpayments in theSub/eel: 
AFDC program, " P- 04- 86- 00024-- COMMENTS 

Richard P. KusserowTo: 
I n spector Genera 

We apprec i a te the oppo r tun i ty to rev i ew and commen t on th i s 
d ra ft repor t. As you know, reduc i ng er roneous paymen ts has 
long been a priority of this agency. Between 1973 and 1984 
(the last period for which error rates have been released), 
the payment error rate in AFDC declined from 16. 5 percent to 

0 percent.


A contributing factor to this error reduction has been work 
by the Department (more specifically, by the Office of Fami ly
Assistance (OF A). on many of the report' s recommendedactivities. For example: 

The report recommends that bi-reg ional conferences be held 
on error reduction. OFA has held national, as well as 
reg ional and bi-reg i onal, conferences on error reduct ion. 

The report recommends tha t na t i ona 1 recogn i t i on be given 
to State directors of well-managed programs. We have 
provided such recognition, jointly with the Department of 
Agriculture, at a ceremony held in Washington in 1985. We 
a 1 so have prov ided recogn i t i on through the Amer ican Pub 1 ic 
Welfare Association and in other ways. 

The repor t recommends expand i ng technology trans feractivities. We also have done this. In fiscal year 1986 
alone, we processed 147 technology transfers; through this 
program Federal funds enabled experts in one State to share 
their expertise with staff from another State. 
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The report recommends the development of training modules. 
In 1986, we developed training modules which focused on 
policy and procedural causes for the three highest error 
elements in QC. These training modules were made available 
to the States, and Regional Manpower and Training
Specialists assisted the States in implementing them. 

The report recommends the use of local office performance
indicators. Although we do not support regulations 
this area, we have advocated the use of such indicators and 
have promoted local monitoring systems currently being
used by S ta tes. 

wi th re spect to the recommenda t ions to ensure tha t po 1 i cy is
clearly written and distributed in a uniform manner, we arein total agreement. In response to this concern: 
1. We have written a final DEFRA regulation on the standard 

filing unit provision (the example used in the report)
which addresses the areas of confusion surrounding that 
provision and establishes clearer policy. We also issued 
an Action Transmittal to provide clarification of this 
provision pending clearance of our fj nal rules. 

2. Policy directives that have national implications,
including all regulations, are uniformly issued as Action 
Transmittals or Information Memoranda to all State agencies 
administering the AFDC program and to all RegionalOffices. OFA Central Office sends policy interpretations
relating to specific State practices or particular case 
situations to the Regional Office .requesting the
interpretation and issues copies to all other RegionalOffices. The individual Regional Administrators are then 
responsible for deciding whether the policy interpretations
pertain to issues in their States; if so, the interpreta­
t ions are shared wi th the appropr i a te S ta tes. 
Because we anree that uniform distribution of policy 
impor tan t, plan on con t i nu i ng these procedures. 
However, as part of the ongoing reorganization of the 
Family Support Administration, we will consider chances to 
improve the current policy distribution system. 

3. OFA has undertaken a major effort to revise the Quality
Control Manual. This effort has focused on ensur ing 
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consistency between program and QC policies and ensuring

that all policies are presented in a clear and unambiguous

manner. 

These activi ties demonstrate that we have implemented many of
the repor ti s recommenda t ions. Attachment A prov ides more 
detailed information on our technical assistance efforts 
the area of error reduction.


At this time, we do not believe we can commit ourselves 
further expansion of our efforts in reducing errors. First, 
in this time of fiscal constraint, we do not have the
resources to devote to such an expansion. Also, the timing 
is not right. Both the Department and the National Academy 
of Science are undertaking Congressionally-mandated studies 
of the Quality Control system. These studies will be looking 
at the role of corrective action activities in reducing QC errors. Under these circumstances, we bel ieve we should 
defer major changes to our error reduction efforts at this 
time. 

We would also like to note that on page the report 
indicates that no notice of disallowance has been sent to 
States for fiscal years beyond FY 1981. All of the FY 1981 
disallowances currently are under appeal. We have sent 
notices of intent to disallow for FY 1982 on December 
1986, and expect to send out similar notices for subsequent
years in the corning months. We have adopted this schedule 
because a notice of intent to disallow triggers the waiver
process, and Sta tes have a 1 im i ted time in wh ich to apply for 
wa i ver s. . For th i s reason, we thought it on ly fa i r to space 
the notices of intent to disallow so that States are not 
overburdened by s imu 1 ta neous wa i ver reques ts for severa 1 
ye a r s . 

Thank you for the opportunity to discuss your draft findings
and to rev i ew the report before it is published. 

Stan ton 

Attachment 
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ATTACHMENT A


Techn i ca 1 Ass i stance 
Supporting State Corrective Action


Technology Transfers 

Through OFA' s technology transfer program, experts in various

aspects of AFDC program management provide assistance to other 
State managers in solving a wide variety of operational
problems. 

Since 1981, OFA has arranged for approximately 653 technology 
transfers, including 147 in FY 1986. Approximately half have 
been related to improving State corrective action process. 

Conferences and Workshops


Conferences and workshops are cost-effective ways to share a 
large amount of information among several States. On the 
national level, OFA has held a number of conferences and 
workshops to help States implement new legislation or develop 
more effective corrective actions. Additionally, Regions 
frequent ly conduct the i r own con ferences adapted to loca
needs. Among the conferences and workshops sponsored by OFA 
during the past five years are: 

Eight Reg i ona 1 con ferences (some comb i ned two Reg ions) in 
1983 and 1984, at which Federal officials shared information 
wi th the S ta tes and S ta te manager s discussed concerns and 
shared corrective actions. 

Two con ferences in 1981 and 1982 cover i ng the implem8n ta t ion 
of the AFDC provisions of the Omnibus Budget Reconciliation 
Ac t, wh i ch made maj or changes in AFDC po 1 ic ies and 
operations. 

Training Modules


Central Office staff have worked closely with the Regional 
Manpower Management Specialist to develop and deliver training. 
Training activities have included the development of a training

package on the three highest error elements.




. "

In forma t i on Packages 

OFA has developed and/or distributed many publications relating 
to the improved management of the AFDC program. These were sent 
to AFDC managers nationwide and were also mailed upon request. 
These i nc 1 ude: 

Compendium of Error Reduction Techniques (IM- 84­

Technical Assistance Digest on Enumeration

Pro b 1 em s / Sol uti 0 n s (I M - 8 3 - 6 ) 

SSN Problems in the AFDC Program (IM-82­

Welfare Enumeration under DODI (IM- 83­

Alternative Payment Delivery Systems (sent to ROs 2/84) 

Error Prone Profiles Videotape (sent to ROs 2/84) 

Welfare Recipient/Bank Match Information Package (IM- 83­

eporting Problem Solving Survey (summary of State 
problems and solutions sent to ROs 10/1/82) 

AFDC Interviewing Skills Training Abstracts of Exemplary 
Practices (IM-83­

Training Package on Error Reduction (expected date: 6/87)


Supervisory Reviews 9/85)


Digest of Fraud Control Practices (9/85)


Guide for Designers and Managers of Verification Systems

(expected date: 9/87) 

xamples of On- Site Technical Assistance Provided by Regional 

Monthly 

Office Staff 
Negotiated with New York City staff the establishment of a

NYC Corrective action committee to explore methods of error

reduction. 
Assisted New York State in organizing a separate corrective

action unit under the State s Associate Commissioner 
immediate direction and in naming a coordinator to oversee 
error reduction efforts statewide. 
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, . 

Developed an error trend analysis for RO III States and 
assessed doll ar amoun t and percen tage 0 f er r or group
concentrations. Recommended strategies for error reduction 
in light of data analyses. 

Assisted States in identifying front-end screening 
techniques used in other States. 

Presented a case review process to identify and correct

er ror s geog raph i ca lly. The concept was i ncorpor a ted in the 
existing State supervisory review system. 

Assisted States in planning, developing and i plementing a 
special review unit to identify and correct potential OC 
errors. 
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