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Executive Summary 

In 1986 food stamps totaling over $10.8 billion were issued to house- 
holds to help them purchase food and obtain a more nutritious diet. In 
an effort to minim& the erroneous issuance of food stamps, the Depart- 
ment of Agriculture began a penalty, or sanction, program in 1981. Since 
that time, Agriculture has sanctioned 42 states about $138 million for 
Food Stamp Program payment errors. Only 1 state has paid any of its 
sanctions, 10 states have challenged the reliability of Food Stamp Pro- 
gram error rates and the resulting sanctions in administrative hearings 
or in the federal courts, and the remaining sanctions either have been 
waived or are pending. Concerned about the challenges, the Chairman, 
Senate Committee on Governmental Affairs, asked GAO to evaluate the 
reliability of the quality control system, which the Department uses to 
measure errors, and the error rates upon which the sanctions are based. 

Background Food stamp legislation requires Agriculture to sanction a state when the 
state’s error rate exceeds a legislatively established target. The sanction 
amount is based on both the state’s error rate and its expenditure in 
administering the program. The sanction increases for each percentage 
pobt by which the state exceeds its target. For fiscal year 1984 (the 
period covered by GAO’S review), the target was 7 percent of the amount 
of benefits the states issued that year. 

States’ error rates are measured by the quality control system estab- 
lished by the Food Stamp Act of 1977. States review a selected sample 
of their Food Stamp Program participant (household) caseload by inter- 
viewing participants and contacting collateral sources, such as banks 
and landlords, to verify the accuracy of both the states’ eligibility deter- 
minations and the amounts of benefits provided. On the basis of their 
review results, states calculate an error rate, which is the percentage of 
benefits either issued to ineligible households or over-issued to eligible 
households. Agriculture then reviews a subsample of the cases the 
states reviewed and calculates the official Food Stamp Program error 
rate by adjusting the state-reported error rate. 

GAO evaluated the quality control systems for three states-New York, 
Illinois, and Wisconsin-and the two Agriculture regional offices that 
oversee them. GAO also reviewed Agriculture’s procedures for calcu- 
lating the official fiscal year 1984 error rates for an additional 22 states. 
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Results in Brief In the three states GAO evaluated, the federal and state quality control 
reviews were generally adequate. But the quality control review process 
could be improved. Cases that Agriculture and the three states selected 
for quality control review were representative of the overall food stamp 
caseload and had been properly reviewed. However, Agriculture’s regu- 
lations caused states to drop cases from the quality control review pro- 
cess that could have been completed. These dropped cases were about 
twice as error prone as completed cases. Therefore, if completed, they 
would have increased error rates in all three states and sanctions in two 
of the three states. In addition, in computing the official error rate, Agri- 
culture made statistical and mathematical mistakes for 13 of the 26 
states GAO reviewed. Although mostly minor, these mistakes would have 
caused Georgia’s sanction to be overstated by 12.6 million if Agriculture 
had not made the corrections GAO recommended. 

Principal Findings 

Comp eted Case Reviews Agriculture and the three states GAO reviewed in detail generally com- 
plied with legislative and regulatory requirements when selecting 
quality control samples and conducting reviews. Agriculture and the 
states appropriately selected and reviewed a representative sample of 
cases for each state’s food stamp caseload, and the states reviewed at 
least the required number of cases and generally did so within pre- 
scribed time frames. In its review of 1,281 of the states’ cases, Agricul- 
ture detected 60 errors (6 percent) that state reviewers had missed. GAO 
reviewed 69 of the 1,281 cases the 3 states and Agriculture reviewed 
and found 3 errors that the states had overlooked, but all the errors had 
already been detected and corrected by Agriculture. (See ch. 2.) 

Reviewing Dropped Cases Although New York, Illinois, and Wisconsin generally complied with 
Agriculture regulations for dropping cases from quality control reviews, 
the regulations caused the 3 states to drop 604-about 1 of every 12- 
cases selected for review. GAO reviewed 360 of these dropped cases and 
concluded that the states could have attempted to review 242 (about 67 
percent) of them if Agriculture were to change some of its regulations on 
dropping cases. These regulations (1) required states to drop cases when 
reviewers could determine whether the appropriate levels of benefits 
had been provided but could not conduct a personal interview and 
(2) permitted states to drop cases in which one aspect of the review 
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showed the participant to be ineligible but the reviewer was unable to 
complete all other aspects of the review. Agriculture officials said that 
the regulations were not intended to give states the opportunity to drop 
reviews of cases that should have been completed, but were intended to 
avoid requiring states to complete impossible reviews. 

The following illustrates the types of cases Agriculture regulations 
caused states to drop. Illinois, in March, April, and May 1984, issued a 
total of S 136 in food stamps to a participant who had died in February 
of that year. However, Agriculture regulations required the state to 
drop its May 1984 review of the case and exclude this error from the 
state’s error rate because the participant was dead and a personal inter- 
view was not possible. 

Using data from collateral sources, quality control case files, and partici- 
pants’ eligibility case records, GAO was able to verify states’ eligibility 
determinations for 96 (39 percent) of the 242 dropped cases it believed 
states could have attempted to review. These 96 dropped cases were 
about twice as likely to contain errors as those cases the three states 
included in the error rates. As shown in table 1, GAO estimates that if 
dropped cases had been included, fiscal year 1984 error rates would 
have increased for the three states reviewed and sanctions would have 
increased for two of the three states. (See ch. 3.) 

Table 1: Eatimaled Impact of 
Completing Man Dropped Corer 

slate 
New York 

Error rate Sanction 

Completed 
Including 
dropped ggtf$J 

lncludlng 

cases only 
dwW 

cases Y oases 
(percent in error) (mllllonr) 

10.1% 11.9% $101 $25.2 
llhno~s 83 90 28 2.0 
Wmonsm 96 10.1 14 2.5 

Error-Rate Calculations Agriculture regional statisticians made mistakes when calculating offi- 
cial 1984 Food Stamp Program error rates for 13 of the 26 states whose 
rates GAO reviewed. Most mistakes had only a small effect on the official 
error rates, but the sanction amount for one state, Georgia, would have 
been about $6.2 million, or overstated by about $2.6 million, if Agricul- 
ture had not made the corrections GAO recommended. Most calculation 
mistakes occurred because the regional statisticians misunderstood the 
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procedures for calculating the official error rates or made simple mathe- 
matical errors. Agriculture officials noted that many of these mistakes 
could have been either prevented or corrected if headquarters officials 
and statisticians had provided better guidance and oversight of regional 
calculations. (See ch. 4.) 

Recommendations To improve the accuracy of quality control error rates, the Secretary of 
Agriculture should revise Agriculture regulations to require states to 
(1) use collateral and case record data to attempt to verify eligibility 
determinations when personal interviews are not possible and 
(2) include in the error rate any case in which any aspect of the review 
shows that the participant was ineligible for the program. Other GAO rec- 
ommendations are aimed at improving the effectiveness of the quality 
control review process and the reliability of Food Stamp Program error 
rates. (See pp. 36,60, and 68.) 

Agency Comments Responsible Agriculture and state officials reviewed a draft of the 
report and provided GAO with their views. The officials agreed with 
GAO'S findings, analyses, and recommendations while suggesting several 
minor changes that GAO has made in the final report. However, in accor- 
dance with the Chairman’s wishes, GAO did not obtain official agency 
comments on this report. 
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Chapter 1 

Introduction 

The quality control and error-rate sanction systems are essential ele- 
ments in the Congress’ and the Department of Agriculture’s efforts to 
improve the effectiveness of the Food Stamp Program. In 1977 the Con- 
gress established the current quality control system, which identifies 
the types of benefit issuance errors made and quantifies the losses 
attributable to each type. In 1080 theCongress established, and in 1982 
it revised, a sanction system that imposes financial liability on states for 
a portion of their overissuance errors as determined through quality 
control reviews. As of July 1,1986,42 states had been assessed 06 sanc- 
tions for about $138 million on the basis of their quality control error 
rates for fiscal years 1981 through 1084. only three sanctions had been 
paid-all by Connecticut. The remaining sanctions have been challenged 
by states in administrative hearings and/or federal court, have been 
waived by Agriculture, or were pending as of July 1,1086. 

States’ legal challenges have focused on the reliability of the quality 
control error rates on which the sanctions are based. Responding to the 
states’ concerns, the Congress included in the Food Security Act of 1986 
(Public Law 00-108) a provision that placed a g-month moratorium 
beginning December 23,1986, on sanctions and called for Agriculture 
and the National Academy of Sciences to evaluate the error-rate data 
produced by the quality control system. The results of Agriculture’s and 
the Academy’s studies are not due until mid-1987. The act also requires 
Agriculture to make any needed revisions to the quality control system 
on the basis of the study results and retroactively adjust sanctions 
accordingly. 

In a February 26,1086, letter to us, the Chairman, Senate Committee on 
Governmental Affairs, expressed concern about the effectiveness of the 
food stamp and other major welfare programs, particularly the quality 
control systems used to ensure that appropriate assistance is given to 
deserving recipients. The Chairman asked us to conduct two reviews 
and report to the Committee on both of them. One review assesses the 
accuracy of Food Stamp Program error rates and the technical adequacy 
of the program’s quality control system. The other review analyzes the 
controversies that have led to proposals for changing the quality control 
and sanction systems of the Food Stamp, Aid to Families with Depen- 
dent Children (AFDC), and Medicaid Programs and discusses alternatives 
to the current systems. This report contains the results of the first of 
these reviews. The report on the other review, entitled Managing Wed 
fare: Issues and Alternatives for Reforming Quality Control Systems 
(GAO/~-~ 17BR), was issued August 29,1986. 
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l?ood stamp Program The Food Stamp Program provides food assistance benefits to house 

Administration 
holds that meet program eligibility requirements. Income, household 
size, and liquid assets, such as bank accounts, are the principal factors 
for determining household eligibility. Benefits are issued in the form of 
food coupons that eligible households can use to purchase food and 
obtain a more nutritious diet. The program is administered nationally by 
Agriculture’s Food and Nutrition Service with 100-percent federal 
financing of the food stamp benefits-$lO.8 billion in fiscal year 1986. 
States are responsible for local administration and day-to-day operation 
of the program.l The federal government finances part (usually 60 per- 
cent) of the states’ administrative expenses; its share of such expenses 
was about $900 million in fiscal year 1986. 

The Qudky Control 
System 

The Food Stamp Act of 1977, which established the current quality con- 
trol review system, requires states to conduct quality control reviews to 
identify and measure incorrect food stamp issuances and fpve program 
managers information needed to develop corrective actions to reduce 
these errors. The reviews, which are to be made by state quality control 
units independent of program operations, measure the extent of pro- 
gram errors made. Error-rate results are compiled and reported for each 
fiscal ye@ and provide data on three categories of benefit issuance 
errors: issuances to ineligible households, overissuances to eligible 
households, and underissuances to eligible households. Quslity control 
reviews also provide information on the percentage of cases in which 
benefits were improperly denied or terminated. The official Food Stamp 
Program error rate is defined as the percentage of benefits issued to 
ineligible households or overissued to eligible households. (For the pur- 
pose of this report, we will refer to issuances to ineligible households 
and overissuances to eligible households as “over-issuances.“) 

Program regulations require each state to carry out quality control 
reviews by selecting a statistically valid sample of its program’s partici- 
pant (household) caseload. The state’s quality control staff then must 
review the cases in the sample to verify the accuracy of the state’s eligi- 
bility determinations and the amounts of benefits provided. From this 

‘For the Focd Stamp Program the term “states” includea the 60 U.S. m plus the DMrict of 
Columbia, Guam, and the US. Vigil Islands Puerto Rico ia not included because, m July 1982, its 
PaodStampPqramwasreplwdwlthanannualblock@ant 

%ior to fled year 1983, states made reviews and compiled and reported results for 6-month penods 
srne ss April. Since then the officwd Food Stamp Program error rate has been 

Page 9 GAO/BcEDBslW Faod Stamp Quality Control 



iiiizsm F A 

information the state determines its error rate and reports it to the Food 
and Nutrition Service. 

The results of each state’s quality control reviews are validated by Food 
and Nutrition Service reviewers. The reviewers select a subsample of 
cases from each state’s quality control sample and rereview them to 
determine if the state properly completed its review of the required 
sample cases and accurately reported the results. The Service discusses 
the remIta of its validation work with each state. It then adjusts the 
state’s reported error rates upward or downward to reflect any prob 
lems it found with the state’s reported results and to produce the official 
error rate.8 

The Error-Rate 
Sanction System 

The error-rate sanction system is used to financially penalize states for a 
portion of their over-issuance errors aa determined through quality con- 
trol reviews. For fiscal year 1984-the period covered by our review- 
moat states had a 7-percent target error rate and were generally liable 
for overissuances that exceeded 7 percent of the total benefits they had 
issued. For fiscal year 1986 and each subsequent year, the target error 
rate for all states is 6 percent. 

The Food Stamp Act Amendments of 1982, which established the cur- 
rent sanction system, did not require all states to meet the 7-percent 
target for fiscal year 1984. The formula established by the 1982 Act 
permitted 17 states to meet less stringent, individually determined 
target error rates. The individual target for these states was a reduction 
in the error rate equal to at least two thirds of the difference between 
their error rates for a legislativeiy established base period-October 
1980 through March 1981-and the S-percent target for fiscal year 
1986. For example, Connecticut with a 14.1-percent error rate in the 
base period had to reduce that error rate by at least 6.1 percent (two 
thirds of the 9.1~percent difference between 14.1 percent and 6 percent) 
to avoid a fiscal year 1984 sanction. Connecticut’s error rate for fiscal 
year 1984 was 7.1 percent-a decrease of 7 percent from its base-period 
error rate. Therefore, Connecticut was not sanctioned for fiscal year 
1984 even though its error rate exceeded 7 percent. 
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The Food Stamp Act Amendments of 1982 require states to pay sanc- 
tions on the basis of the state’s error rate and the amount the state 
spends to administer the program. A state would be required to pay a 
sanction equal to 6 percent of its federally reimbursed administrative 
costs for each of the first 3 percentage points or fractions thereof by 
which the state’s overissuance rate exceeds the target rate and by 10 
percent for each additional percentage point or fraction thereof above 
the target rate. For example, Wisconsin, which had a Q&percent error 
rate in fiscaI year 1984, was penalized an amount equal to 16 percent of 
its fiscal year 1934 federal reimbursement for administrative costs-6 
percent for each of the 3 percentage points or fractions thereof by 
which it exceeded its 7-percent target error rate. Alabama, whose error 
rate was 13.4 percent in fiscal year 1984, was penalized an amount 
equal to 66 percent of its fiscal year 1984 administrative reimburse- 
ment-16 percent for the first 3 percentage points in excess of the 7- 
percent target rate plus 40 percent for the additional 4 percentage 
points or fractions thereof. In aII cases, the amount that a state may be 
sanctioned cannot exceed the actual amount of overissuances repre- 
sented by the difference between the error rate and the target rate.’ 

“Our report entlW Federal and State Liability for Inaccuw Payments of Food Stamp, APDC,& 
SSl F+rmam Bemtlta (GAO/ICED&-lR6, Apr. Z&1984) prwib a more &tailed description of the 
faKLatunpemw-ratessnctlonaystem,~well&9ananalysisofits~andacomparisonwiththe 
sanction system8 o! ather inanne secunty pmgmna 
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chapter 1 
Lntroductlon 

Figure 1.1: HIstory of Food Stamp Error 
Rates and Sanction8 
As Error Rate Targets Lowered, Official 14 Error Rate (Percent) 

Error Rates Started to Decline, 

~~~~~~ 
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Note Offlclal error rates and targets mcluded both ovenssuances and undenssuances for fiscat years 
1981 and 1982 but were lImited to overissuances for fiscal years 1983 and 1984 
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Status of Error Rates 
and Sanctions 

As shown in figure 1.1, both official error rates and error-rate targets 
generally declined from fiscal years 1981 to 1984. However, because 
error rates did not decrease as much as the targets did, states were 
faced with larger sanctions, and more states were assessed sanctions for 
fiscal year 1934. For fiscal year 1981 (when sanctions were initiated) 
through fiscal year 1933 (the last sanction period before a congressio- 
naily mandated moratorium), Agriculture assessed a total of 69 sanc- 
tions on 26 states for about $66 million.6 As of July 1,1936, only 3 of 
the 59 sanctions had been paid-ah by Connecticut 33 involving 20 
states had been waived by the Service; and 23 involving 16 states were 
pending. Ten of the states with pending sanctions had challenged 11 
sanctions in hearings before Agricukure’s State Appeals Board. In four 
appeals the Bolard found in the state’s favor; in four appeals Agricui- 
ture’s position was upheld; and no decision had been reached on the 
remaining three appeals as of July 1,1986. In addition, four states had 
filed suit against Agriculture in federal court. (See fii. 1.2.) 

%ur reporta entitkd Quality C!onlml Error Ratea for the Food &amp Pm&mm (GAO/RCED-SIMS, 
Apr.l2,1@86)and@tkmUand StateIiabilityforInmmr@paymnendsofFoodStamp,AFDC,and 
Sl PrcwDgun RemfIb (GAO/RcE;DBelSS, Apr. 26,1984) provide dstr on food stamp error rates and 
cxwtbnafcrreachsulteforfiacalyears19S1lthmughlsBs. 
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Figure 1.2: Status of Flccrl Vb&n 19111-1983 Food Stamp Sanclions 

Sanction Paid 

No Sanction 

Sanction Waived 

Sanction Pandlno 

When the sanction moratorium was lifted on June 24,1986, Agriculture 
assessed 36 states sanctions of about $81 million on the basis of their 
fiscal year 1984 error rate@& table 1.1.) In addition, fiscal year 1984 
sanctions were barely avoided by five states that had error rata within 
0.6 percent of their target error rates. 
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Table 1.1: Flacsl Bar 1884 Ermr Raks, 
Targels, and Sanctiona 

Sanctbn 
Alabama 1335 7.00 99221,622 
Ala&e 929 1045 none 
Arizona 9.36 836 1,199,017 
Arkansas 9.66 7.00 1,144,268 
California 7.67 7.00 4263,749 
Colorado 10.66 7.25 1381,910 
Connectrcut 7.11 8.64 none 
Delaware 6.40 7.00 none 
Drstrict of Columbia 8.80 
Florida 8.95 
Georgra 9.56 
Guam 3.39 
Hawaii 369 
Idaho 666 
Illinois 831 
Indiana 864 
Iowa 8.51 
Kansas 7.36 
Kentucky 8.98 
Louisiana 10.16 
Maine 674 
Maryland 6.85 
Massachusetts 9.66 
Michigan 6.46 
Minnesota 9.77 
Mississippr 9.24 
Missoun 5.63 
Montana 8.77 
Nebraska 8.40 
Nevada 254 
New Hampshire 8 16 
New Jersey 7 47 
New Mexico 11.83 
New York 10.14 
North Carolina 7.22 
North Dakota 6.27 
Ohio 6.65 
Oklahoma 7 61 
Oregon 9 18 

7.93 235,823 
7.46 2,116,463 
7.60 3597,445 
706 none 
7.00 none 
700 non0 
700 2844,492 
7.00 1361,069 
706 690,194 
7.20 101,160 
7.00 1395,355 
760 5283,439 
7.00 none 
791 none 
7.45 2,321,093 
7orl none 
7.00 1,461,779 
700 1,731,884 
700 none 
846 90,933 
700 301,193 
7.60 none 
7 76 73,631 
7.06 1,008,471 
760 2,197,xX 
834 10,063,964 
7.00 523,964 
7.00 none 
700 none 
700 586,756 
700 1340,292 
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Qup*1 i 
lntrulnction ? 

state 
Pennsylvanla 
Rhode Island 
6outh Carolina 
South Dakota 
Tennessee 
Texas 
Utah 
Vermont 
Viralma 
Vlrgln Islands 
Washington 
West Viralma 

Error Rate 
(P-N 

10 41 
7.06 

1060 
3 59 
6.09 
997 

11.37 
9 71 
7.63 

12 13 
9.23 
6.95 

703 
7.25 
700 
700 
7.27 
700 
7.00 
700 
7.00 

Sanction 
7,819,005 

none 
3,X9,367 

none 
none 

8,212,334 
1334,155 

200,169 
652,347 

632 
700 
7.00 

259,762 
1,509,980 

none 
Wisconsin 9.60 704 1,391,622 
Wyoming 9.06 7 17 94,377 
Total $31,350,279 

Objectives, Scope, and 
Methodology 

. 

. 

. 

. 

The overall objective of our review, at the request of the Chairman, 
Senate Committee on Governmental Affairs, was to assess the accuracy 
of the Food Stamp Program’s fiscal year 1984 error rates and the tech- 
nical adequacy of its quality control system for determining program 
errors and for assessing state liability for those errors. Cur specific 
objectives were to 

examine the procedures states use to select a sample of Food Stamp Pro 
gram participant case files for state quality control reviews and the Ser- 
vice’s oversight of these sampling procedures; 
assess state quality control review procedures to determine whether 
states identify and report incorrect benefit issuances; 
determine whether states complete reviews of all cases selected for 
quality control reviews and, if they do not, assess the impact of com- 
pleting reviews of more cases; 
examine the Service’s procedures for selecting a subsample of states’ 
quality control sample cases and determine the adequacy of the Ser- 
vice’s rereview of these cases; 
determine the extent to which states challenged the determinations the 
Service made during its rereview of the states’ quality control review 
cases and determine how these challenges were resolved; and 
evaluate the Service’s procedures for adjusting state-reported error 
rates and determine whether these procedures produce accurate official 
error rates. 
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h&rodnctlon 

We did our detailed audit work at Service headquarters in Alexandria, 
Virginia; at two of its seven regional offices; and in three states. The 
regional offices-the Northeast in Burlington, Massachusetts, and the 
Midwest in Chicago, Illinois-accounted for 36 percent of the benefits 
issued nationwide in fiscal year 1984. The three states we reviewed- 
New York, Illinois, and Wisconsin-accounted for 47 percent of the ben- 
efits issued in the two regions and 16 percent of the benefits issued 
nationwide in fiscal year 1984. 

In selecting states for review, we considered the value of benefits issued, 
the type of management structure (state-supervised versus state-admin- 
istered), and whether the state had been sanctioned because of higher- 
than-allowed error rates. New York and Illinois had the highest and 
second highest annual benefit issuances, respectively, in fiscal year 
1984. Wisconsin’s program was moderately sized. New York and Wis- 
consin have state-supervised programs under which county govern- 
ments or other local entities run the local Food Stamp Program offices 
and therefore may exercise a great deal of discretion in operating the 
program. Illinois has a state-administered program under which state 
employees operate the local offices, and the state therefore exercises 
more control over local food stamp agency operations. Prior to fiscal 
year 1984, only Wisconsin had been assessed a sanction for its error 
rate. It was assessed about $2.6 million for excessive errors in fiscal 
year 1982. All three states have been assessed sanctions for their fiscal 
year 1984 error rates. 

In addition to making detailed analyses at the above locations, we did 
sele&ed work in an additional 22 states and 2 Service regional offices- 
the Southeast in Atlanta, Georgia, and the Mountain Plains in Denver, 
Colorado. (For a list of the 22 states, see ch. 4.) At these locations we 
reviewed the Service’s statistical and mathematical procedures for 
adjusting state-reported error rates to develop the states’ official Food 
Stamp Program error rates. These states accounted for an additional 42 
percent of the benefits issued in fiscal year 1984. The Southeast and 
Mountain Plains Regions accounted for 27 percent of the 1984 benefits. 
This evaluation required us to review the states’ sampling plans and the 
results of both the state quality control and Service validation reviews. 

Cur selection of Service regions and states was not designed to provide a 
statistically representative sample of all jurisdictions that administer 
the Food Stamp Program. Rather, our objective was to determine for 
these regions and states whether any problems existed with the Food 
Stamp Program’s quality control system that merited attention by the 
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Service. We have not attempted to reach any conclusions regarding 
states we did not review. 

We reviewed applicable federal laws, regulations, and implementing 
instructions related to the quality control and error-rate sanction sys- 
tems. We also gathered data on the staffing, resources, and organiza- 
tional structure of the Service’s and states’ quality control systems. We 
made our review in accordance with generally accepted government 
auditing standards, conducted it between April 1986 and January 1986, 
and obtained supplemental information through August 1986. For com- 
pariaon purposes, we gathered descriptive information and data on 
selected quality control procedures in the Department of Health and 
Human Services’ (rms) AFDC Program and discus& those procedures 
with HH~ officials. We also reviewed a 1981 Agriculture Inspector Gen- 
eral report that dealt with the accuracy of fiscal year 1980 food stamp 
error rates. During our review Agriculture’s Inspector General was 
making a similar review of fiscal year 1982 food stamp error rates in 12 
states, We coordinated our work with that office to prevent or minimize 
duplication of effort. 

To determine the adequacy of the Service’s and states’ sampling proce- 
dures, we conducted a detailed review of New York’s, Illinois’, and Wis- 
consin’s quality control sampling plans and assessed their 
implementation of sampling procedures. We also evaluated Service over- 
sight of the quality control sampling process and examined the Service’s 
procedure for drawing subsamples of the states’ quality control samples. 

To analyze the Service’s and states’ review procedures, we randomly 
selected 69 completed quality control review cases-19 for New York 
and 20 each for Illinois and Wisconsin-that had been subsequently 
rereviewed by officials in the Service’s Northeast and Midwest Regions. 
Using (1) the criteria specified in Service regulations, handbooks, and 
policy guidance and (2) information from the Service’s and states’ 
quality control case records-and in some cases from eligibility certifi- 
cation records at local food stamp offices-we made eligibility determi- 
nations independently from those made by Service and state quality 
control reviewers. We then compared our determinations with those 
made by the Service and states and discussed our findings with both 
Service and state officials. 

It should be noted, however, that the quality control process cannot 
completely verify all factors affecting eligibility information because 
state reviewers must accept some applicant-supplied information when 
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making reviews and the Service must rely on state-supplied data when 
validating state findings. These limitations also applied to our review of 
the Service and state findings. In addition, Service regulations provide 
that certain errors not be counted in states’ error rates. These errors 
usually are not serious or represent administrative shortcomings, for 
example, payment errors of $6 or less or a household’s failure to file a 
required monthly report. Such cases are counted as correct cases when 
calculating the states’ quality control error rates. Although the indi- 
vidual impact of these minor errors may be small, their combined effect 
on a state’s error rate is unknown; and neither we nor the Service had 
any firm data concerning the cost of reporting and correctmg minor 
errors or the appropriateness of including administrative errors in the 
error rate. 

To determine whether the three states we reviewed could have com- 
pleted a higher percentage of the cases selected for quality control 
reviews and to estimate the impact of not completing such cases, we 
reviewed all fiscal year 19S4 cases selected for review but subsequently 
dropped from the sample by New York and Illinois-l 11 and 167, 
respectively-and a statistically valid random sample of 92 of the 236 
such cases in Wisconsin. These cases were not included in the states’ 
error-rate calculations. We examined the quality control case file records 
to determine whether the states complied with Service criteria for drop 
ping these cases. 

We attempted to verify all basic program eligibility requirements and 
thereby complete the reviews of these dropped cases and determine 
whether the cases were more or less error-prone than those completed 
by the states and included in the error rates. In reviewing these cases, 
we did not conduct in-home interviews or gather extensive collateral 
data to validate the states’ eligibility determinations. Instead, we pri- 
marily relied on data from state and federal eligibility and quality con- 
trol case files and from readily available collateral sources, such as 
income and asset data maintained by the states. In doing so, we assumed 
that information supplied by the participants when they were certified 
for benefits remained true unless quality control or collateral data indi- 
cated otherwise. When there were no quality control or collateral data 
to verify income, assets, household composition, and shelter costs for a 
particular case, we classified that case as one where we could not make 
a determination and assumed that the likelihood of errors in these cases 
was the same as for those cases where we could validate the states’ eli- 
gibility determinations. 
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To determine whether the Service resolved states’ challenges to its error 
determinations, we gathered data for the three states on the number of 
error determinations that the Service made and the states disputed. We 
examined the results of all challenges made by New York, Illinois, and 
Wisconsin and the procedures used to resolve them. We also interviewed 
Service and state officials to obtain their opinions of and experiences 
concerning the procedures for challenging Service review findings. 

To determine the accuracy of the official fiscal year 1984 error-rate cal- 
culations for 26 states (New York, Illinois, Wisconsin, and the 22 addi- 
tional states in the Midwest, Mountain Plains, and Southeast Regions), 
we obtained error-rate results reported by the states and validated by 
the Service. Using the statistical and mathematical procedures pre- 
scribed by the Service, we independently calculated the official error 
rates for the states.6 We apprised Service regional and headquarters 
officials of any changes to the error rates that we believed were needed, 
on the basis of our calculations. The Service reviewed our calculations 
and adjusted its official Food Stamp Program error rates for fiscal year 
1984 accordingly. 

Program officials and statisticians for the Service, New York, Illinois, 
and Wisconsin reviewed a draft of our report and provided us with their 
views. The Service and state officials agreed with our findings, analyses, 
and recommendations and suggested several minor changes that we 
have made in the final report. In accordance with the Chairman’s 
wishes, we did not obtain official agency comments on this report. 

60urupcmnQreporttotheA- I: of the Food and Nutrition Service enhtled Food stamp 
Pmramz statistical Valldltyofculture’a Payment Error-Rate EWmates (GAO/RCEDSWfB) 
desaibas our evahmtim of the Service’s stat&tical and mathematical procedures for a&Mlng state- 
~~rratestocslculatestates’o~~FoodStampRogramenorrates Italsoincludeatech- 
nical8mgg&lom dedgned to improve the Service’s methodology for makmg these calculations. 
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Chapter 2 

Federal and State Reviews Were Adequate btit 
Could Have Eken Improved 

The Food and Nutrition Service and the states conduct annual quality 
control case reviews for about 70,000 of the approximately 8 million 
households participating in the Food Stamp Program. The quality of 
these reviews primarily depends on the adequacy of the procedures the 
Service and the states use to select cases for review and to verify the 
accuracy of food stamp eligibility determinations. We found that the 
cases New York, Illinois, and Wisconsin selected for review and the 
Northeast and Midwest Regions selected for rereview in these states 
were representative of the overall food stamp caseload and that Service 
and state review procedures were adequate.’ Specifically, we found that 

l the three states generally correctly implemented Service-approved sam- 
pling plans that conformed to accepted statistical principles; 

. the overall quality control review process produced accurate findings 
but that procedures could be better used to facilitate state and federal 
reviews; 

l the Service disagreed with relatively few state review determinations 
(we concurred with the Service in all cases we reviewed) and that when 
disagreements with these states occurred, they were properly 
resolved-with the Service’s position usually prevailing; and 

. the three states devoted adequate resources to the quality control 
system and generally conducted the required number of reviews within 
the prescribed time frames. 

A 

States’ and Federal New York, Illinois, Wisconsin, and the two Service regions that oversee 

Sampling Procedures 
them selected quality control samples for the three states that were in 
accordance with Service regulations and accepted statistical practices. 

Were Sound We found that the three states’ sampling plans generally adhered to fed- 
eral guidance and that the samples for New York, Illinois, and Wisconsin 
selected by the states and the Northeast and Midwest Regions were rep 
resentative of the food stamp caseloads for the three states. 

Food stamp regulations require states to sample and review active food 
stamp cases throughout the fiscal year. (An active case is one in which 
the household is certified for participation and receives coupons in the 
month for which the sample is selected.) States are required to develop 
sampling plans for the Service’s approval and implement sampling pro- 
cedures that conform to accepted statistical principles. States’ sample 

‘The flndhga are slmilm to ~~n;k~A~ti~w~r General report, Food and Nutrition 
SenrlceFoodStamp~ Quality control System (27627-2-Hy, Dec. 14, 
1$?3l), whwh found lit& problem with these aspects of the quality control system 
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sizes must meet the Service’s preacrlbed minimums. The size of the 
state’s sample then determines the number of cases the Service will 
rereview and validate. 

The Service requires that state sampling plans specify, among other 
things, the type of sample to be taken (for example, stratified* or simple 
random), the sample size, and whether the sample is designed to cover 
only the Food Stamp Program or is integrated with the quality control 
samples of other federal programs, such as the APM= Program. The fiscal 
year 1984 sampling plans for New York, Illinois, and Wisconsin satisfied 
all such requirements. The plans for Illinois and Wisconsin showed that 
the states used stratified sampling procedures, while New York’s plan 
described a stratified sampling procedure for the first half of the year 
and simple random sampling for the second half. The sampling plans 
showed that New York and Illinois conducted separate samples for their 
Food Stamp and AFDC Programs, whereas the sampling for Wisconsin 
was integrated, As required, the Service regions reviewed the sampling 
plans for New York, Illinois, and Wisconsin. The regions found that the 
plans conformed to accepted statistical principles and approved all three 
plans, We also reviewed the plans and generally concurred in the 
regions’ assessments. 

Service regulations require states’ sampling procedures to conform with 
such statistical principles as randomly starting the sample, reviewing 
(not substituting for) each case selected, and selecting samples in a 
timely manner. We found only a few minor problems with New York’s 
sample selection procedures. These problems included neglecting to ran- 
domly start the sample and clerical errors in selecting cases for review. 
However, the region was aware of the problems and was working with 
the state to see that the problems did not recur.~ 

The number of cases that each state is required to select is related to the 
size of the state’s caseload. However, a state is not required to review 
more than 1,200 cases a year. As table 2.1 shows, all three states 
selected more cases than the Service required. 

Page ZJ GAO/RCED-SlB6 Food Stamp Qluutv Conti 



Table 2.1: Quality Control Sample 8ltes 
for Fircal Year 1984 Stute samdo Service subsamnle 

Number Number Number Number 
State requlmd selected req@Jlrcld selectad 
New York 1,200 1,455 400 420 
Illinots 1,200 1,365 400 441 
Wisconsin 1,200 3,254’ 400 420 

aWlscons~n Included n Its food stamp sample all food stamp households that also were selected for 
AFDC and Medicaid quahty control reviews 

The Service also requires its regions to systematically select and vali- 
date a subsample of the cases reviewed by the state quality control unit. 
For a state with an annual sample size of 1,200 or more cases, the region 
must validate at least 400 cases. For other states, it selects fewer cases 
as prescribed by Service regulations. The two regions validated the 
required number of cases, and we did not find any problems with either 
region’s sampling procedures. We found that the subsamples that the 
Northeast Region selected for New York and the Midwest Region 
selected for Illinois and Wisconsin were representative of the overall 
quality control samples drawn by the respective states. In addition, we 
did not find any indications that the states had prior knowledge of, and 
therefore an opportunity to correct any mistakes that state reviewers 
may have made in, the cases the Service planned to validate. However, 
Service officials acknowledged that their policy of validating a sub- 
sample of a state’s quality control sample would not readily detect delib- 
erate attempts that a state might make to bias its samples. 

Review F’indings Were 
Accurate, but Some 

York, Illinois, and Wisconsin accurately identified the extent and types 
of program errors that existed in the cases reviewed. Although the three 

Opportunities for states failed to identify errors in about 6 percent of the cases in which 

Improvement Exist errors were subsequently found by federal quality control reviewers, all 
of these errors were corrected during the rereview process. We did not 
find any errors that federal reviewers overlooked. In addition, we did 
not find any substantive weaknesses in the procedures state and federal 
quality control reviewers used to complete case reviews, but we 
observed some state practices that if used on a more widespread basis, 
could improve and facilitate state and federal quality control reviews. 

Reviews Were Adequate We found that New York, Illinois, and Wisconsin generally carried out 
their fiscal year 1984 quality control reviews in accordance with Service 
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guidance and that the Service conducted proper desk reviews of all the 
cases we reviewed. Service regulations on reviewing active food stamp 
cases require state quality control reviewers to determine whether 
selected households were eligible for the Food Stamp Program and, if so, 
whether they received the correct amount of benefits in the month they 
were selected for a review. State reviewers are required to check each 
case to see if the household met such basic program eligibility require- 
ments as having income and assets within specified levels. In doing so, a 
state reviewer must examine the household’s eligibility case record on 
file at the local food stamp office and conduct a full field investigation 
that includes a personal interview with the head or a responsible 
member of the household and contact with sources of collateral informa- 
tion. The personal interview is designed to verify household size and to 
review any documentary evidence the household may have to support 
eligibility case record data. Collateral sources-such as employers, 
banks, landlords, neighbors, and automated data systems-must be 
used, whenever possible, to provide second party verification con- 
cerning each basic program eligibility requirement. 

Service regulations allow a state (1) 76 days from the end of the sample 
month to report to the Service the findings on 90 percent of the cases 
selected that month and (2) 96 days from the end of the sample month 
to report findings on all cases. The Service then validates a subsample of 
the state’s completed quality control reviews-generally by conducting 
a desk review of the state’s quality control records and findings. When 
necessary, the Service tries to supplement this desk review with partici- 
pant-supplied and collateral data. In addition, Service guidance states 
that regional offices should, whenever possible, select a percentage of 
cases for full field investigations. 

For the 1,281 fiscal year 1984 reviews that the Service validated for 
New York, Illinois, and Wisconsin, it noted and corrected 60 errors not 
reported by the states. The number of cases in which errors were over- 
looked by the states but detected by the Service ranged from 8 cases in 
Illinois (about 2 percent of all cases the Service reviewed) to 34 cases in 
Wisconsin (about 8 percent of the cases the Service reviewed). Our inde 
pendent review of 69 randomly selected cases in these states revealed 3 
errors not found by the states but already detected and corrected by 
Service reviewers. We did not find any errors in our sample cases that 
the Service had overlooked. 
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Some IReview Fhctices Although the overall quality control review process in New York, Illi- 
Differed From State to State nois, and Wisconsin generally produced accurate findings, we found that 

in some instances reviewers were using more effective procedures and 
data sources that other reviewers could also have benefited from. Spe- 
ciflcally, we found that (1) one state required applicants to give 
reviewers advance authorization to obtain data from such sources of 
collateral information as employers and banks, whereas the other two 
states did not do so; (2) the extent to which reviewers used automated 
data systems varied among the tlwee states, and (3) the level of docu- 
mentation provided to support state quality control review efforts and 
fmdings varied among the three states. 

Authorization to R&ease 
Information Could Assist State 
Reviewers 

Quality control reviewers need information from such collateral sources 
as employers, banks, and landlords to verify participants’ eligibility for 
food stamps. Service regulations specify that “If required by the State, 
the reviewer shall obtain consent from the head of the household to 
secure collateral information.” New York had provided for advance con- 
sent on its food stamp application and therefore did not require its 
quality control reviewers to obtain additional consent. However, Ilhnois 
and Wisconsin required their reviewers to obtain consent at the time of 
review. In those two states, quality control reviewers sometimes were 
unable to verify earnings, assets, or other information because some 
participants did not grant authorization to release this information to 
the reviewers; and employers, banks, and other institutions often were 
unable to release information to quality control reviewers without such 
authorization. This problem usually occurred when participants either 
could not be located for a review or did not cooperate with the reviewer. 

For example, in one case we reviewed, a Wisconsin quality control 
reviewer could not complete a review of a Milwaukee household that 
had moved and could not be located. In attempting to verify the house- 
hold’s composition and the timing of the household’s move, the reviewer 
tried to obtain the school attendance records of the children in the 
household. However, Milwaukee public school officials could not release 
this information without a signed authorization. Because the household 
could not be reached to provide such authorization, the reviewer could 
not complete the case and could not determine whether an erroneous 
benefit issuance had been made in this case. 

Service officials said that because they were not familiar with each 
state’s privacy laws, the current food stamp regulations were designed 
to let states choose the proper balance between a participant’s right to 
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privacy and a reviewer’s need for information to verify eligibility. Gffi- 
cials in IlIinois and Wisconsin said that their state privacy laws posed no 
barriers to food stamp quality control reviews. They added, and Service 
headquarters and regional offidals agreed, that quality control reviews 
might be facilitated if the Food Stamp Program adopted the AFDC 
requirement that all applicants must sign a release that would give 
quality control reviewers access to information, and they suggested that 
the release be updated each time a household is recertified for benefits. 
The service and state officials said that such signed authorizations 
could later prove helpful to quality control reviewers seeking to verify 
eligibility and benefit issuances through collateral data sources when 
participants do not cooperate in quality control reviews or if the partici- 
pants cannot be located. New York officials told us that the state’s food 
stamp application already required such a release at the time of applica- 
tion and that quality control reviewers found this authorization to be 
essential when gathering collateral data on the eligibility of participants 
who did not grant releases at the time of review. 

State Reviewers Can Make Grater 
Use of Automated Data Systems 

Quality control reviewers need accurate and timely information to 
verify the accuracy of food stamp eligibility and benefit-level determi- 
nations. To obtain some of this information, many states are using auto- 
mated data systems. These automated data systems are maintained by 
state or local governments and provide quality control reviewers with 
information on participants’ (1) wages; (2) receipt of AFDc, Supplemental 
Security Income, and general assistance payments, and (3) assets, such 
as real estate and automobiles. 

In the three states we reviewed, the verification information available 
on automated data systems varied. For example, both New York and 
Illinois had centralized wage data systems that their quality control 
reviewers could use when attempting to determine which Food Stamp 
Program participants had earned income and to locate the income 
source. In contrast, Wisconsin did not have such a system, and its 
reviewers could identify earned income only if the participating house- 
hold reported it to the food stamp office. However, Wisconsin officials 
told us that they planned to develop a centralized wage data system. 

Even when data systems were available, state quality control reviewers 
did not always make full use of the information in them. For example, 
the Illinois Motor Vehicle Division maintains a data base that describes 
all automobiles registered in the state and lists the addresses of all 
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licensed Illinois drivers. As such, the data base could be used to deter- 
mine whether Food Stamp Program participants owned any automobiles 
valued in excess of the program’s asset limitation. (To be eligible for 
food stamps, a household cannot own a vehicle and other assets with a 
combined value of over $6,000.) However, Illinois’ quality control 
reviewers did not routinely use the motor vehicle data system for this 
purpose because they said they believed that few Food Stamp Program 
participants owned expensive cars. Instead, they routinely used the 
motor vehicle data base only to verify the addresses of those Food 
Stamp Program participants who could not be located for a quality con- 
trol review. (As discussed in chapter 3, food stamp regulations require 
state reviewers to attempt to locate participants through at least two 
sources, one of which could be motor vehicle records, before dropping 
the case from a quality control review.” ) However, Illinois officials told 
us that they planned to make regular use of the Motor Vehicle Division’s 
data base in the future. 

To illustrate the value of Illinois’ motor vehicle data base, we used data 
that the Motor Vehicle Division provided to a state quality control 
reviewer to show that one household was ineligible for the $91 in food 
stamps it received in April 1984 because it owned three automobiles- 
one of which was a 1984 Ford Tempo-but claimed ownership of only 
one of its older cars. We provided an authorized dealer with the Motor 
Vehicle Division’s description of the household’s 1984 Ford Tempo and 
determined that the assessed value at the time of the quality control 
review was at least $8,600, thereby making the household’s assets 
exceed the program limit. In its July 1984 quality control review of this 
case, Illinois did not act on the household’s ownership of the 1984 Ford 
Tempo and the other unreported automobile because the state could not 
locate the household to complete its review. The reviewer merely used 
the Motor Vehicle Division as one of the two required sources to show 
that he attempted to locate the household, as opposed to using the Divi- 
sion’s data base as a source of information to verify eligibility. 

Better Documentation Could 
Facilitate Service Validations 

Service guidance requires state quality control reviewers to document 
the results of their verification efforts by recording information on the 
review worksheet and by attaching copies of documentary evidence. 
According to the guidance “documentation should clearly show the basis 

40ther source mclude but are not lumted to (1) the local office of the U S Postal Serwce; (2) the 
owner or property manager of the resdence at the address m the case record; and (3) any other 
appropriate sources based on information contained in the case record, such as pubbc utility compa- 
nies, telephone company, employers, or relatives 
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for the reviewer’s findings and. . . whenever possible, documentation 
should be accomplished by attaching some official document or corre- 
spondence.” We found that in New York quality control reviewers did 
not always comply with Service guidance concerning documenting the 
bases for their review findings. However, we did not find this problem in 
our sample of Illinois or Wisconsin cases. 

For example, on the basis of an April 1984 quality control review of a 
participant who received $104 a month in food stamps, New York 
reported that the participant said he was unemployed and that the 
reviewer verified this claim. However, the state did not show how the 
quality control reviewer verified the participant’s statement and what 
sources of information the reviewer used to do so. The lack of documen- 
tation made it difficult for us to evaluate the appropriateness of some 
state determinations and meant that Service reviewers either had to 
accept some state findings or try to verify them independently. 

The Northeast Region notified New York in January 1986 that it had 
found some type of documentation problem in many quality control 
review cases completed by the state. The region recommended that the 
New York State Department of Social Services improve the quality of its 
documentation, particularly for income and shelter expenses. (The Mid- 
west Region did not make a similar analysis for either Illinois or Wis- 
consin, nor had the Service made such an analysis for the program 
nationwide). Northeast Region officials said that when rereviewing 
quality control cases, the region does not have the resources to indepen- 
dently gather data on a regular basis. They said that the region vali- 
dated about 90 percent of its subsample of New York’s cases using desk 
reviews and telephone calls. Therefore, the Service must rely, to a large 
extent, on state-supplied data-making the quality of state documenta- 
tion essential to the validation process. 

New York quality control officials said that they were emphasizing the 
need to adequately document review findings. A New York official said 
that New York City planned to test a revised quality control worksheet 
designed to (1) provide more instructions and guidance to reviewers and 
(2) require them to better document the bases for their findings. 
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The Service Properly Service regulations allow states to challenge any Service review deter- 

Resolved 
minations with which they disagree. Under this procedure, the regional 
office advises the state of any disagreements it has with state quality 

Disagreements Over control review findings and di stxs& each of these cases with the state. 

States’ Error It then gives the state the option of accepting the region’s view or 

Determinations 
requesting regional arbitration to resolve any differences. If the state is 
not satisfied with the regionally arbitrated decision, it may request final 
arbitration from Service headquarters. In the region, the arbitration 
decision is made by an official who is not directly involved in the quality 
control process; at headquarters the decision is made by the Director for 
Program Planning, Development and Support, who also is not directly 
involved in the quality control process. The Service has not specified 
time frames within which a state must request arbitration from the 
region or headquarters. 

As shown in table 2.2, for the states we reviewed, the Service supported 
60 of the 67 fiscal year 1984 determinations in which it disagreed with 
the states and reversed 7 determinations when challenged by the states. 
During initial discussion with the states, the Service reversed its posi- 
tion on six cases when apprised of additional information not initially 
included in the quality control records. The states requested regional 
arbitration on three cases (the region’s position was upheld on two of 
them) and the states requested headquarters arbitration for one case 
(where the region’s position was sustained). According to the Service 
regional and state officials we interviewed, the state challenge proce- 
dures worked smoothly for these states and did not disrupt the opera- 
tion of other quality control functions. 

Over Stetee’ Error Detenninatlons, 
Flrcrl Yerr 114 

Number of cases 
Aotlon Taken 
C&esesereviewed by the 

New York llllnolr Wleconrln TOteI 

420 441 420 1,261 
Service disagreed with slate 
fmding 
Servsce’s position upheld 
State challenge upheld 

21 11 36 67 
16 6 34 60 
3 3 1 7 

We examined all the fiscal year 1984 quality control cases challenged by 
New York, Illinois, and Wisconsin. We found that the Service and states 
resolved the cases in accordance with Service regulations and that reso- 
lution usually occurred within about 1 month. Service and state officials 
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told us that the challenges were resolved with relatively little cost in 
either staff time or other resources. 

On March 21,1986, the Service issued proposed regulations that would 
eliminate the opportunity for arbitration by Service headquarters and 
limit to 28 calemdar days the time period that states have to request 
regionaI arbitration. The regional arbitrator would then have 30 days to 
make a decision. Service officials said that although the current process 
had worked smoothly when sanctions were not pending, these changes 
were needed because some states facing sanctions had challenged a large 
number of cases to Service headquarters and that some recent chal- 
lenges involved cases that were from as early as 1982. 

In April 16,1986, testimony before the Subcommittee on Domestic Mar- 
keting, Consumer Relations, and Nutrition, House Committee on Agricul- 
ture, the Food Stamp Director for Illinois said that Agriculture’s 
proposed regulations would limit states’ rights to question the Service’s 
error determinations and claimed that many state challenges to head- 
quarters are resolved in the state’s favor. In an April 21,1986, internal 
memorandum, New York quality control officials concurred in this 
assessment. In May l&1986, testimony before the House Subcommittee, 
Service officials said that they feared that unless some limits were 
placed on states’ rights to challenge error determinations, the timeliness 
of quality control error-rate determinations would be adversely affected 
as the number of states beii sanctioned increased. We attempted to 
determine the status of state challenges, but no national statistics were 
available on the number, outcome, timing, and cost of state challenges to 
regions or headquarters. In August 1986, Service officials told us that 
they were in the process of revising and clarifying their proposed 
regulations. 

Quality Control To encourage states to conduct complete, timely, and objective quality 

Staffing, Timing, and 
control reviews, the Service (1) specifies the minimum number of 
reviewers that states should employ and the time frames within which 

Organization reviews must be completed and (2) dire&e states to establish quality 
control units that are independent of program operations. New York, 
Illinois, and Wisconsin substantially complied with these requirements. 
The three states provided adequate staff to complete the required 
number of quality control reviews on time, and all maintained quality 
control staffs independent of state Food Stamp Program operations. 

Page 81 GAO/‘WED4&1SS Food Stamp Qaallty Contml 



-P-2 
Fedemlandstatel&vlewaweraAd~ 
antc!QddEaveBeenImpmuwed 

Staffing and Timing Service guidance recommends that states that annually complete more 
than 1,600 food stamp quality control reviews maintain full-time quality 
control staffs of at least 21 to 26 reviewers and recommends that states 
that annually complete 1,000 to 1,600 food stamp reviews have at least 
14 to 18 fuIl-time reviewers. The guidance specifies that “these staffiig 
patterns are applicable to all states including those in which the staff 
review food stamp, AFDC, and medicaid cases. . . and the staffing pat- 
terns represent that portion of the total staff which would be needed for 
food stamp reviews.” 

In fiscal year 1984, New York, Illinois, and Wisconsin met these require- 
ments. (See table 2.3.) New York and Illinois employed 76 and 48 full- 
time reviewers, respectively. Quality control staffs in New York and Illi- 
nois completed 1,344 and 1,208 food stamp reviews, respectively. Offi- 
cials in these states estimated that, on the average, each reviewer 
completed equal numbers of Food Stamp, AFDC, and Medicaid Program 
quality control reviews and that the level of effort was about the same 
for each program. Using these estimates, the portion of the quality con- 
trol staff that New York and Illinois allocated to the Food Stamp Pro- 
gram comprised about 26 and 16 reviewers, respectively. Wisconsin 
employed 36 full-time reviewers and completed 3,018 food stamp 
reviews. As noted previously Wisconsin’s reviews were integrated with 
the AFDC and Medicaid reviews, but state officials noted that once a 
review has been completed for food stamp purposes, very little time or 
effort is needed to complete the AFDC and Medicaid portions of the 
review, 

Table 2.3: Fiscal Year 1984 Workload of 
Ouality Control Reviewers Full-tl~~~~~tarnp 

f%!ki$ Required by Employed 
St&O reviews the Swvloe by the stats 
New York 1,344 14to16 25s 
lllmowi 1,208 14to16 19 
Wmconsm 3,016 21 to25 35 

Ystlmated 

As discussed earlier in this chapter, New York, Illinois, and Wisconsin 
generally completed quality control reviews in accordance with time 
frames specified by Service regulations, However, state officials said 
that to meet these time frames, state reviewers sometimes did not make 
use of some collateral data sources and instead accepted unverified par- 
ticipant-supplied information when making quality control reviews. For 
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example, Illinois quality control reviewers had access to two automated 
wage data systems maintained by the state but used only one. The 
reviewers did not use a comprehensive wage data system that required 
about 6 to 9 months to provide wage information and, therefore, could 
not be used within the 96day time frame the Service prescribed for 
completing all reviews. Instead, Illinois quality control reviewers rou- 
tinely used only a simpler automated wage data system that did not 
show the amount of earnings--only the name of the participant’s 
employer. Therefore, the quality control reviewer either had to verify 
the amount of reported income with the employer listed in the data 
system or just accept the proof of earnings provided by the participant. 
Quality control officials in New York said that such problems could be 
alleviated if reviewers were given more time and suggested that the 
Food Stamp Program adopt the AFDC provision that gives states 120 
days to complete reviews. 

Organization The organizational structures of the social service offices in New York, 
Illinois, and Wisconsin separated the quality control units from Food 
Stamp Program operations, thereby allowing for the independence and 
objectivity of state quality control reviewers. Our interviews with offi- 
cials from the quality control and program operations units and our 
examination of the records of both groups did not indicate that program 
operations staff had influenced quality control review efforts or error 
determinations, State officials told us that their quality control units 
had been established before the advent of sanctions. They said that the 
objective of the quality control units was to find as many errors as pos- 
sible so that, once aware of the problems, program operations staff 
could take corrective actions. They said that their quality control units 
were considered to be elite organizations and that the objectivity and 
independence of the reviewers were protected. The state quality control 
directors in New York, Illinois, and Wisconsin said this elite status still 
existed. However, Service officials expressed concern that with lower 
target error rates and increased sanctions, pressure might be placed on 
quality control reviewers to find fewer errors. We did not see any evi- 
dence of this in the fiscal year 1984 quality control reviews of New 
York, Illinois, and Wisconsin. 

Conclusions Given the increased scrutiny that error rates have come under as error- 
rate targets have lowered, sanction amounts have increased, and more 
states have been sanctioned, it is important that state quality control 
systems function as efficiently and effectively as possible. The quality 
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control reviews made by New York, Illinois, and Wisconsin provided a 
reasonable basis for estimating the extent of the eligibility and benefit 
determination errors. The procedures that the three states and the 
Northeast and Midwest Regions used to sample and review cases were 
adequate, and overall, these states’ and regions’ review determinations 
were accurate. The procedures the Service used to allow these states to 
challenge cases where federal reviewers disagreed with the states’ orig- 
inal determinations were adequate and satisfactorily resolved the dis- 
agreements in most cases. Finally, the staffmg, timing, and organization 
of quality control reviews were consistent with Service guidelines. 

However, several opportunities exist to make the quality control system 
work more efficiently and effectively. First, quality control reviews 
could be facilitated if reviewers had authorization to obtain necessary 
data from collateral sources, such as banks and participants’ employers. 
Although some states require their quality control reviewers to obtain 
such authorization at the time of review, others require all applicants 
for food stamp or Arnc benefits to sign releases that grant quality con- 
trol reviewers and other state officials access to needed data. Authoriza- 
tions obtained at the time of application and recertification would allow 
quality control reviewers to verify eligibility and benefit issuance deter- 
minations through collateral sources when participants will not coop 
erate with, or cannot be located by, the reviewer. 

Second, quality control reviewers in some states could make greater use 
of automated data systems available to them. Although such systems 
can be effectively used to verify eligibility, we recognize that impedi- 
ments may exist in state systems that sometimes could preclude their 
timely use for rendering quality control determinations. Because we did 
not compare the costs and benefits of developing and more extensively 
using automated systems, we are not making any recommendations in 
thisarea. 

Third, because federal quality control reviews are, to a large extent, 
desk reviews of state-supplied data, federal reviews could be facilitated 
if stats reviewers adequately documented their findings. For the three 
states in our review, the level of documentation varied. When adequate 
documentation was not provided, as sometimes occurred in New York, 
federal reviewers were forced either to accept some state findings or to 
try to independently verify them. However, the Service has taken action 
in New York, and because no data exist on the extent of the problem 
nationwide, we are not making any recommendations in this area. 
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Recommendation t;o the We recommend that the Secretary of Agriculture direct the Adminis- 

Secretary of 
Agriculture 

trator, Food and Nutrition Service, to revise Service regulations to 
require states to obtain, at the time of application and recertification, 
authorization for release of information for passible use by quality con- 
trol reviewers seeking to verify participants’ eligibility for benefits 
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Quality Control Regulations Exclude Certain * 
Error-Prone Cases From the Error Rak 

Service regulations cause states to drop certain types of food stamp 
cases from their quality control reviews. We found that New York, Illi- 
nois, and Wisconsin dropped, on the average, about 1 in every 12 cases 
selected for review. We also found that dropped cases were about twice 
as likely to contain errors as were completed quality control review 
cases. We estimated that, if included, these dropped cases could have 
increased the fiscal year 1984 error rates for the three states we 
reviewed and increased sanctions for two of the three states. We believe 
the states would complete reviews of more cases if the Service (1) modi- 
fied its regulations concerning the criteria for dropping cases, (2) clari- 
fied the authority its regions have to require states to complete reviews, 
and (3) sought congressional authorization to assess states for costs the 
federal government would incur when completing reviews of cases 
dropped by the states. 

Criteria for Dropping Service regulations require or allow states to drop cases from their 

Cases 
quality control reviews if the states designate the cases as either “not 
completed” or “not subject to review.” Cases are dropped primarily 
when a personal interview is not possible or when the household has a 
pending hearing or did not receive food stamps. Service guidance 
stresses the importance of completing reviews of cases that are subject 
to review, instructing state reviewers “to actively pursue the completion 
of the required reviews, and . . . [consider] no case as ‘not complete’ 
unless every effort has been made to complete the review.” However, 
&r-vice regulations recognize that certain circumstances may prevent 
state reviewers from completing reviews of all cases, such as when 
(1) the household or case record cannot be located or (2) all participants 
in the household refuse a personal interview or in some other way do 
not cooperate with the quality control reviewer. When this happens, 
states are instructed to categorize the case as not completed. Although 
the results of not-completed reviews are not included in the error rates, 
the Service attempts to account for these cases in its error-rate calcula- 
tions. The Service reviews each not-completed case to ensure that the 
state properly designated it as such, and in calculating the official error 
rate, the Service includes a penalty for all cases for which the state did 
not complete reviews. 

On the other hand, penalties are not assessed for cases designated as not 
subject to review. According to Service regulations and guidance on 
selecting and reviewing active cases, cases are to be designated as not 
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subject to review when any of the following happen to participants in 
the household+ 

l die before the review can be undertaken or completed; 
. become institutionalized (hospitalized or incarcerated) before the review 

can be undertaken or completed; 
. at the time of review (1) are under active investigation for intentional 

program violation (fraud), (2) have a hearing pending for fraud, or 
(3) have an appeal (called a fair hearing) of an adverse action taken by 
the state food stamp office; 

. move out of state before the review can be undertaken or completed; 
l cannot be located even after the reviewer has attempted to do so by 

contacting at least two reliable sources, such as the local U.S. Postal Ser- 
vice office or the state motor vehicle department; or 

. received no benefits for the sample month, or received only restored 
benefits or benefits under special disaster authorization but otherwise 
are not participating in the program.2 

In addition, when states inadvertently select samples larger than the 
Service requires, they may designate the excess cases as not subject to 
review. When a state designates a case as not subject to review, it drops 
the case from its quality control sample. The Service reviews each of 
these cases to ensure that this designation is appropriate and, if so, 
excludes the case from the state’s official Food Stamp Program error 
rate. 

As table 3.1 shows, New York, Illinois, and Wisconsin dropped about 8, 
12, and 7 percent respectively of the cases selected for review. They 
also designated about 66,66, and 49 percent respectively of these 
dropped cases as not subject to review, with the remainder considered to 
be not completed. 

lService guidance specifies that the coruW.ions must affect all household members before the case can 
be designated as not subject to review. If a con&tion pertains to one member of the household, it ~11 
frequently pertain to all members. For example, if a household member is under inve&gaQon for 
food stamp fraud, the entire household will be investigated However, certain -ces, such as 
the death or lncarceratron of a member of the household, may not impair the quality control renew 
of the remainder of the household. Therefore, most households that are d&gnat& as not subJect to 
review because participants have died or become institiknalked are one-person households. Based 
on the mast recent data, there are about 2.3 mUon singl~pemon households in the Food Stamp Pro- 
gram-about 30 percent of all participating households. 

2Fkstored benefits compensate parhclpauts who have mcorrectly been gwen too few benefits in the 
previous 12 months. Disaster authorizalzon mvolves special partxipation III the Food Stamp npSram 
because of the -@of anatursldisaster. 
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Tabk 3.1: Dkpoaitkn of Ca8ea Wectd for Qual)ty Control Rwiewo In Fl8cd hhr 1084 
Dtwwl cases 

saloctd for Rwbw Notrub@ct Rwlew not 
raww wmplotad t0 revlow completad 

1,455 1,344 61 50 
1,366 1,208 104 53 
3.264 3,018 115 121 

Total 
111 
157 
236 

mopped cases Are 

More Error-Prone 
Food Stamp Program error rates would provide a more accurate mea- 
sure of how well states are administering the program if states com- 
pleted reviews of certain cases that current regulations require or 
permit them to drop and if states included the results of these reviews in 
the error rate. We concluded that New York, Illinois, and Wisconsin 
could have attempted to review about two thirds of their dropped cases 
if the criteria for dropping cases were revised. We were able to deter- 
mine the appropriateness of benefits in 39 percent of these cases and 
found that in the three states, dropped cases were about twice as likely 
to contain errors as the cases for which the states completed their 
reviews. We estimate that including dropped cases in these states’ fiscal 
year 1984 error rates could have increased them by 0.6 to 1.76 per- 
centage points. If error rates increased t.43 these levels, we estimate that 
New York’s sanction could have increased by about $16 million and Wis- 
consin’s by about $1 million. 

We reviewed 360 cases-all cases dropped by New York and Illinois and 
a random sample comprising about 40 percent of the cases dropped by 
Wisconsin. In reviewing these cases, we attempted to verify basic pro- 
gram eligibility requirements to determine the appropriateness of bene- 
fits the states provided, However, we did not conduct in-home 
interviews or gather extensive collateral data but instead relied pri- 
marily on data from state and federal eligibility and quality control case 
files and from readily available collateral sources, such as income and 
asset data maintained by the states. ln about 40 percent of the cases 
where we attempted to make determinations, no quality control or col- 
lateral data were readily available to us to update eligibility case file 
data on any of the matjor program eligibility requirements-income, 
assets, household composition, and shelter costs. We designated such 
cases as ones for which we could not make a determination and assumed 
that the likelihood of error in such cases was the same as for those cases 
where we could make determinations. 
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Using this approach, we concluded that 242 of the 360 droplxd cases we 
reviewed would have been reviewed by the states if &vice regulations 
had been revised (see p. 42) and that determinations regarding the 
appropriateness of benefits could have been made for 96 of these cases.8 
We estimated that the error rates for cases dropped by New York, Illi- 
nois, and Wisconsin were about 31,29, and 14 percent respectively.4 
(See table 3.2.) The errors in these dropped cases primarily involved 
(1) participants who incorrectly reported their income, the number of 
persons residing in their household, or the amount paid for shelter and/ 
or (2) eligibility workers who improperly certified households or who 
made errors in benefit computations. In 1981 and 1986 the Agriculture 
Inspector General reported similar fmdings. In 1981 he noted that his 
office had been able to verify eligibility determinations for 436 of 464 
fiscal year 1930 cases that five states had dropped from their quality 
control samples because of Service regulations, and in 1986 he reported 
that for fiscal year 1983, the error rate for dropped cases “could be as 
much as two times higher than that for completed cases.“6 

Tabls 8.2: Error Rates lor Dropped and 
Completed Cam8 Percent In error 

Errw Rate 

Etata T!z Camt!E 
New York 30.55 10.14 
Illmom 2898 8.31 
Wisconsin 13.71 9.80 

As shown in figure 3.1, we estimate that if these dropped cases had been 
included in the states’ fiscal year 1984 error rates, 

l New York’s sanction would have been $26.2 million (instead of 
$10.1 million) because its error rate would have been 11.9 percent 
(instead of 10.1 percent), 

l Illinois’ sanction would have remained at $2.8 miliion although its error 
rate would have been 9.0 percent (instead of 8.3 percent), and 

‘Error rate6 for dropped case are unweighted, average dollar error ratea 

sFoodandNutritionServiozFoodStampF’ro@amNotionlrrideAuditof 
(!27827-ZIiy, Dec. 14,1981) and Food and Nutrition fkvkce 8uu 

theka&yCantrol~ 
lze&lMloinQFood~~ 

ProgramQu8lityContxolErrorR4kteIbdudon ~-(27ml-~ 12,1988). 
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l Wisconsin’s sanction would have been 52.6 million (instead of $1.4 mil- 
lion) because its error rate would have been 10.1 percent (instead of 9.6 
percent). 
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Figure 3.1: Impact of Including Dropped 
Cases In the Error Rate 
Because DroDPed Cases Are More 32 Error Rate (Percent) 
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Changes Needed to Although the three states generally complied with Service regulations 

Reduce the Number of 
for dropping cases from quality control reviews, the regulations caused 
them to drop csses for which we believe quality control reviewers could 

Dropped Cases have determined whether the households had been given the appro 
priate benefit amounts. These reviews would have been considered to be 
complete and their results included in the states’ error rates if the Ser- 
vice had required states to 

l review and attempt to complete cases using collateral and case record 
data when a personal interview is not held, 

l count as errors those cases in which the quality control reviewer is 
unable to complete all aspects of a review but is still able to determine 
that the household is ineligible for the Food Stamp Program, and 

l review cases in which the household is under investigation for fraud or 
has a pending fraud hearing. 

We believe that the number of dropped cases would be further reduced 
if the Service clarified the authority of its regional offices to require 
states to complete quality control reviews and sought congressional 
authorization to bill states for the costs the federal government incurs 
when regions complete reviews of cases dropped by the states. 

The Service Should Require To determine if participants received the appropriate level of benefits, 
States to Attempt to quality control reviewers can use information from (1) participants; 

Complete Reviews Even (2) collateral sources, such as landlords, employers, and automated data 

When a Personal Interview systems; and (3) eligibility csse records completed at the time of applica- 

Is Not Possible 
tion and updated as changes are reported. Service regulations and guid- 
ance require states to drop cases in which personal interviews are not 
held. Reasons for not holding interviews include when participants die, 
are institutionalized, move out of state, cannot be located, or do not 
cooperate with quality control reviewers. According to Service officials, 
the personal interview is mandatory because participants deserve the 
opportunity to clarify any information obtained from collateral sources. 
Although we agree with the Service that the participant is the preferred 
information source, we concluded that when personal interviews were 
not held, the three states we reviewed frequently could have used collat- 
eral and case record data to verify basic program eligibility require- 
ments and therefore determine the appropriateness of benefits. 

New York, Illinois, and Wisconsin dropped all cases in which a personal 
interview was not held even though in many instances the reviewer had 
already completed most of the review and sometimes could even make a 
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determination as to the appropriateness of benefits. As a result, the 
states’ error rates did not include some errors that the states knew 
about, while also omitting some cases where benefits had been correctly 
paid. 

For example, for the 16 quality control review cases in the first quarter 
of 1034 that New York dropped because a personal interview was not 
held, quality control reviewers, on the average, verified 12 of the 16 
basic program eligibility requirements that a review entails. In a Jan- 
uary 1034 case, New York was able to conduct a complete quality con- 
trol review with the exception of a personal interview. That review 
showed that a three-person household received excess benefits of 671 
per month because the head of the household did not claim the 8236 in 
unemployment compensation that she had received each month. How- 
ever, New York dropped the case and did not include this error in its 
error rate because, according to the quality control reviewer, the partici- 
pants were vacationing in Puerto Rico and could not be located for a 
personal interview. In another case, a New York state reviewer in June 
1984 was able to determine that a participant was receiving the correct 
amount of benefits by referring to the case record and nine different 
collateral sources, including local banks, a wage match with the New 
York state wage data system, HHS, the county clerk, and the partici- 
pant’s landlord. However, as required by Service regulations, New York 
dropped the case because the participant refused a personal interview. 

In some cases, the factor that prevented a personal interview also 
caused an eligibility error. For example, in March, April, and May 1934, 
Illinois issued a total of $136 in food stamps to a participant who had 
died in February of that year. E&cause the participant obviously could 
not be interviewed during the state’s May 1034 quality control review, 
Illinois dropped the case and did not count this error in its error rate. 
Service officials said the intention of the regulations was to avoid 
requiring states to interview inaccessible participant-s-not to prevent 
them from counting as errors the issuance of coupons to dead persons. 

service officials said this same reasoning extended to the requirement 
that states drop cases in which participants move out of state or are 
institutionalized. They said that because some state laws prohibit 
quality control reviewers from traveling outside the state to interview 
participants, Service regulations require all states to drop cases in which 
participants move out of state, thereby precluding completion of a 
review. However, this requirement prevents reviewers from completing 
cases where all pertinent information is available within the state even 
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though the participants have moved out of state. It also means that 
states must exclude from the error rate cases where a state continues 
issuing food stamps to participants who reside in a different state and 
therefore are ineligible for benefits in the first state. For example, from I 
January through March 1984, Wisconsin issued a total of $1’74 in food 
stamps to a participant who had moved to Illinois in December 1983. 
However, this error was not included in Wisconsin’s error rate because 
the state had dropped the case. 

Service officials gave two reasons for requiring states to drop reviews in 
which the only responsible household member(s) has become institution- 
alized: (1) the quality control reviewer might find it difficult to gain 
access to the participant for the required personal interview or (2) it 
may be detrimental to the participant’s health to do so. However, we 
believe that institutionalized participants are not always inaccessible to 
quality control reviewers or in such poor health that a quality control 
review is not feasible. For example, in October 1984, Wisconsin dropped 
a case where the state had been paying $76 in monthly benefits to a 
participant who was in jail. The state quality control reviewer found 
that upon applying for food stamps, the participant, certified as a one- 
person household, had failed to mention that she lived with her mother 
and five siblings, Consequently, the participant was not entitled to the 
benefits she was receiving, but Wisconsin dropped this case and did not 
count the error in its error rate because the reviewer did not interview 
the jailed participant. 

We believe that quality control reviewers should be required to contact 
the institution where a participant is incarcerated or hospitalized to 
determine whether a personal interview is feasible. If an interview is 
not possible, then the reviewer should still attempt to complete the 
review from collateral and case record data. 

We also believe that the Service should require states to attempt to com- 
plete ail reviews with collateral or case record data when personal inter- 
views are not possible and that it should adopt a provision similar to 
that in HHS’ AFDC quality control review guidance that stipulates that the 
“inability to complete a face-to-face interview . . . must not result in the 
automatic dropping of cases.” According to HHS guidance, “many ele 
ments can be verified without conducting a face-to-face interview. 
Examples include property ownership, . . . school attendance, earned 
income, etc.” 
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Service officials said that the importance of the personal interview had 
diminished now that states had increased access to automated data and 
other collateral sources of information. They said they would consider 
dropping the requirement for a mandatory personal interview but would 
always urge reviewers to interview participants whenever possible. 

Issuing &r&its w Ineli@hle Service regulations permit, but do not require, states to count as errors 
Persons Should Always Be those cases in which the quality control reviewer is unable to complete 
Counted as an Error all aspects of a review but is still able to determine that the household is 

ineligible for the Food Stamp Program. Service officials said that the 
states were permitted, rather than required, to count such ineligible par- 
ticipation as an error so that quality control reviewers would not be dis- 
couraged from trying to verify all basic program eligibility requirements 
for ineligible participants. They said that the intention of the regulations 
was not to give states an opportunity to exclude known errors from the 
error rate but to allow states to identify and correct the causes of any 
additional problems that reviewers might uncover. However, New York, 
Illinois, and Wisconsin did not include in their error rates ineligible par- 
ticipants for whom all aspects of the review had not been completed. 
For example, Illinois dropped, and did not include in its error rate, the 
results of a May 1984 review of a four-person household that was ineli- 
gible for ita $122 monthly food stamp allotment. After disclosing owner- 
ship of a $36,000 certificate of deposit-the Food Stamp Program has a 
$1,600 limitation on assets other than motor vehicles-the participants 
refused further cooperation with the quality control reviewer. The 
reviewer could not finish the personal interview and therefore did not 
complete his review-permitting the state to drop the case and not 
count the error in its error rate. 

We believe that food stamp regulations should be changed because cur- 
rent regulations are causing known errors to be excluded from the error 
rate. The Service should revise its regulations to require that when 
review of a basic program eligibility requirement shows participants to 
be ineligible, such cases should be included in the error rate even though 
other aspects of the review are not completed. This change could be 
made by adopting a provision similar to that in HHS’ AFDC Program guid- 
ance that requires that each case in which a “completed element proves 
ineligibility . . . be considered complete and the error” included in the 
error rate. 

We recognize that including these ineligible cases will raise the error 
rates, but in our view the system should not allow obvious errors to be 
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overlooked. In addition, as pointed out previously, states appear to be 
dropping their more error-prone cases, causing the current quality con- 
trol system to understate the incidence of program errors. We believe 
that counting the issuance of food stamps to ineligible persons as errors 
should cause states to complete more cases, States would not have the 
opportunity to drop ineligible cases and would have greater incentive to 
complete as many correct cases as possible because doing so could offset 
the effect of including the ineligible cases. 

Participants Who Are 
Under Investigation or 
Have I-[earings Pending 

Service regulations require quality control reviewers to drop any case 
where participants are under investigation for suspected food stamp 
fraud or have either a fraud or fair hearing pending. Service officials 
said that they required states to drop potential fraud cases to prevent 
quality control review efforts from biasing the outcome of the fraud 
investigation or hearing. They said that fair-hearing cases were 
excluded because program regulations require states to continue pro- 
viding benefits (until the hearing takes place) at the level authorized 
prior to the notice of adverse action. 

In a March 1986 report,6 we noted, and Service officials concurred, that 
recovering benefit overpayments should not bias fraud investigations or 
administrative fraud hearings because they involve cases in which an 
overpayment error is known to have occurred and the cause of the over- 
payment is being examined. Similarly, the quality control review should 
not affect the outcome of the investigation or hearing. In addition, 
quality control reviews can be facilitated by using the information com- 
piled by the office responsible for fraud investigations and hearings. For 
example, in April 1984 Wisconsin dropped a case involving a four- 
person household receiving a $68 monthly food stamp allotment that 
was under investigation and had an administrative hearing pending for 
suspected fraud. The fraud investigation revealed that the household 
was ineligible for benefits because one household member had not lived 
in the household since June 1983. As a result, the household’s gross 
income exceeded the maximum for a three-person household. However, 
Wisconsin dropped the case and did not include this error in its error 
rate. 

We believe that the Service should require states to attempt to review 
cases involving households that are being investigated or awaiting 

&BezldltoVerpaynaen~RecweriescauldBeIncreasedintheFoodStampandAFDc~~ 
(GAO/RCED&L17, Mar. 14,1986). 
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administrative fraud hearings and that state reviewers should contact 
the state fraud unit for any information they may need to aid their 
review. However, we believe that the Service is correct in requiring 
states to drop cases that involve fair hearings. Whereas fraud hearings 
involve cases in which an error is known to have occurred but the cause 
of error is in dispute, fair hearings involve a dispute over the level of 
benefits that should be provided. As such, no error determinations are 
possible until the dispute has been resolved and the state has made any 
necessary adjustments to benefit levels. 

The Service Should Clarify Midwest and Northeast Region officials told us that although they have 
and Support Its Regions’ the authority to require states to comply with Service regulations, the 
Authority to Require States regulations do not specifically mention requiring states to complete 

to Complete Reviews quality control reviews of dropped cases that in the region’s opinion 
could have been completed. They also noted that unless the regions’ 
authority was augmented with some financial inducement, the states 
might not comply with the regions’ requests to complete cases. In our 
review of dropped cases, we found 12 instances in which the Midwest 
Region asked Illinois or Wisconsin to complete cases that had been 
dropped. The states did not comply with four of these requests because 
the states said such cases were difficult to review and the region did not 
have the means to require the state to complete them. 

In one case, the Midwest Region asked Illinois to complete a case the 
state had dropped. In this case, the Illinois quality control reviewer had 
asked a participant, who was certified as a one-person household and 
received $76 in food stamps each month, to appear at the quality control 
office for an interview. The participant did not appear for the interview 
and less than a week after the request, Illinois dropped the case. 
According to the case record, the reviewer did not attempt a home visit 
to complete the review because the participant had a prison record and 
lived in a bad neighborhood. Although regulations require home visits in 
all such cases, Illinois declined to complete this review contrary to the 
region’s request. 

In another Illinois case, the Midwest Region asked the state to complete 
a case involving a participant who lived in a boarding house and shared 
a common dining facility with 21 other Food Stamp Program partici- 
pants also residing in the house. The case record showed that the par- 
ticipant was certified as a one-person household receiving $72 in food 
stamps each month. Because the dining room she shared with her 21 
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QudlQ Cktrol Regulationa J3xclude C4wtakn 
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housemates was not approved as a communal facility,’ the participant 
‘should have been certified as part of a household containing the 21 
other persons she lived and ate with. However, the state said that 
because it would have had to gather data on the other 21 household 
members, the case was difficult to review. Illinois therefore neither com- 
pleted the case nor included this error in the state’s error rate. 

Northeast Region officials told us that they lacked specific guidance on 
their authority to ensure that states complete dropped cases, and there- 
fore did not make any such requests of New York. Service headquarters 
officials said that the regions have the authority to require states to 
complete such cases and that headquarters would consider sending the 
regions a policy memorandum with guidance on when and how the 
regions should require states to complete reviews. For the AFDC Pro- 
gram, HI-IS guidance specifically refers to its regions’ authority to require 
states to complete cases selected for quality control reviews, and states 
are completing larger percentages of their AFQC than food stamp 
caseloads. For example, in Illinois and Wisconsin, state food stamp 
quality control reviewers dropped 167 (12 percent) and 236 (7 percent) 
of the food stamp cases, respectively. In contrast, for the AFDC Program, 
Illinois and Wisconsin dropped only 47 (2 percent) and 77 (3 percent) of 
their cases, respectively. 

In the AFDC Program, the authority to require states to complete quality 
control reviews is reinforced with WHs’ authority to complete quality 
control reviews on its own and then assess the state for any costs 
incurred when reviewing cases that the state did not complete. For 
example, in New York about 10 percent of the fiscal year 1984 AFDC 
cases that the state initially dropped were subsequently completed 
either by the state at HHS’ request or by HW itself. HHS officials estimated 
that the average federal review costs between $300 and $406. HHS offi- 
cials said that the billing authority had been granted in the Tax Equity 
and Fiscal Responsibility Act of 1982 (Public Law 98-248) but that as of 
July 1,1986, HHS had not assessed states for any such review costs. 

Service officials said they believed that states would have completed 
reviews of more food stamp cases if the Congress had given Agriculture 
billing authority similar to the authority it had granted HHS for the AFDC 
Program. They added that the Service’s just having such authority 
would provide states with an incentive to complete reviews of more 

‘A communal dming faciliw preparea and serves meals for elderly and hart&capped persons and is 
authorized by the Serwce to accept food stamp coupons 
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cases, regardless of how often the federal government billed states for 
federal review costs. However, the Service officials also cautioned that 
differences exist between food stamp and AFDC caseloads and program 
requirements that could cause completion rates to differ for the two 
programs. 

Conclusions If the food stamp quality control system is to accurately measure the 
extent of Food Stamp Program errors and thereby serve as an adequate 
basis for sanctioning states for incorrect benefit issuances, it must pro- 
duce information that accurately reflects the full extent of each state’s 
Food Stamp Program errors. Without such information, the system will 
not only be susceptible to challenges from states that are subject to sanc- 
tions on the basis of their error rates, but the system also will fail to 
serve as an adequate vehicle for correctkg program problems. 

Although quality control reviewers in the three states we reviewed gen- 
erally complied with Service regulations governing which cases should 
be completed, the regulations permitted-and in some instances 
required-the states to drop many cases for which we believe review 
determinations were possible. The major reason for dropping cases was 
the inability to conduct a personal interview. Although the participant is 
the preferred information source, Service regulations should be revised 
to place increased reliance on collateral and case record data. We believe 
that states should not be permitted to drop from the review process and 
exclude from the error rate any cases involving households known to be 
ineligible for food stamps. In addition, Service regulations should not 
automatically exclude potential fraud cases from quality control 
reviews. Making these regulatory changes should reduce the number of 
cases dropped as not completed and not subject to review. The Service 
should also clarify the authority of regional offices to require that states 
complete reviews of cases that according to the region’s determination 
.should be completed. The Secretary can reinforce this authority by 
seeking congressional authorization to assess states for costs incurred 
when the federal government completes reviews of cases that states 
have dropped+ 

We believe that the only justifications for not attempting to complete 
reviews of cases selected in the quality control sample occur when 
(1) households are not certified for Food Stamp Program participation 
or do not receive food stamps in the sample month, (2) a fair hearing is 
pending, or (3) the state drops the case as the result of a correction for 
oversampling. We do not expect that states will be able to complete 
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reviews of all other cases currently required or permitted to be dropped 
from quality control reviews. Some of these cases represent the most 
difficult cases to review. However, our review, Agriculture Inspector 
General studies, and AFDC FWgram experience have shown or indicated 
that reviewers can determine the appropriateness of benefits for many 
types of cases that states have dropped from the Food Stamp Program’s 
quality control process. 

Recommendations to We recommend that the secretary of Agricukure make the following 

the Secretary of 
Agriculture 

changes to the regulations governing the quality control review process: 

. Eliminate the requirement that states drop cases in which personal 
interviews are not held and add a requirement that states use collateral 
or case record data to review cases in which personal interviews are 
precluded because participants died, moved out of state, could not be 
located, did not cooperate, or were institutionalized. In the case of insti- 
tutionalized participants, states should First contact the institution to 
determine whether the partkipant can be interviewed. 

. Require states to include in the error rate any case in which the review 
of a basic program eligibility requirement shows that the participant 
was ineligible for the program. 

l Require states to attempt to complete reviews of participants who are 
under investigation for suspected fraud or have pending administrative 
fraud hearings. 

. Specify that Food and Nutrition Service regional offices have the 
authority to require states to complete quality control reviews of cases 
for which the region believes sufficient information has been obtained 
or can be obtained to complete a review. The Secretary should consider 
augmenting this authority by asking the Congress for authority to 
assess states for the costs the federal government incurs when com- 
pleting reviews of cases dropped by the states. 



. 
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Chapter 4 

The Service Needs to Strengthen Its procedures 
for Cakula~ Error Rates 

In calculating official fiscal year 1984 Food Stamp Program error rates, 
the Service’s regional statisticians made statistical and mathematical 
mistakes for 13 of the 26 states we reviewed. In most instances, these 
mistakes had only a small effect (and for two states, no effect at all) on 
the official error rates. However, for Georgia the mistakes caused the 
Service to initially overstate the state’s official Food Stamp Program 
error rate by 0.6 percentage point. If not corrected, this mistake would 
have resulted in a sanction of about 66.2 million-causing Georgia’s 
sanction to be overstated by about $2.6 million. 

Service headquarters officials acknowledged that most of the mistakes 
could have been either prevented or corrected if regional statisticians 
had been given better guidance and assistance and if headquarters had 
more closely monitored regional calculation efforts, The officials said 
that the Service has begun to increase assistance, guidance, and moni- 
toring of error-rate calculations. The Service also reviewed all revisions 
we recommended for the official fiscal year 1984 error-rate calculations 
and adjusted the error rates accordingly. 

Service Mistakes As described earlier, the official Food Stamp Program error rate repre- 

Caused Some 
sents the percentage of benefits either issued to ineligible households or 
over-issued to eligible households. The Service uses a two-step process to 

Inaccurate J?iscd Year calculate each state’s official error rate. First, it adjusts the state- 

1984 Error-Rate reported error rate by taking into account federal validations that 

Calculations 
detected errors not reported by the state. Second, the Service adds a 
penalty to this adjusted error rate for those quality control cases that 
were subject to review but on which the state did not complete its 
review.’ 

Error-rate calculations for each state are made by Servrce statisticians 
in the respective regional offices. To adjust state-reported error rates to 
account for the results of federal validations, Service regional statisti- 
cians use one of two computer programs provided by Service headquar- 
ters. One program is used for states that base their error rates on simple 
random sample results; the other program is for states that use strati- 
fied sampling procedures. The Service’s computer program for stratified 
sampling is more complicated and difficult to use than is its program for 
simple random sampling plans. Although Service headquarters provided 

%ur issued report, Qgd& Control Error Rates for the Food &amp proRram (GAO/RCED-8648, 
Apr. 12,198@ and our upcoming report, Food Stam~~am: Statistical Valid~ty~culture’s 
ment EMp-Rate Estimates (GAO/RCMM&188) provide a more detailed dwnption of the proce- 
durea and list all mathematical formulas for calculabng official Food Stamp Program error rates. 
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The Service Needs to S-n Its 
Proeedureeforcalcula~ERorRates 

its regions with computer programs for the validation calculation, 
regional statisticians must develop their own programs for calculating 
the penalty for not-completed quality control cases. 

Service regional statisticians made mistakes when calculating the fiscal 
year 1984 error rates for 13 of the 26 states in our review.2 These errors 
were caused by making (1) statistical mistakes, such as not properly 
identifying the number of strata in a state’s sample, and (2) mathemat- 
ical mistakes, such as misplacing a decimal point. Table 4.1 shows that 
these mistakes caused an overstatement of error rates for nine states, an 
understatement for two states, and no effect on the error rates for two 
states. The mistakes would have affected the sanction of only one 
state-Georgia-causing its sanction to be originally overstated by 
82.6 million. During our review, we provided the Service with our recal- 
culations of the states’ official fiscal year 1934 error rates. The Service 
reviewed our calculations and adjusted the error rates accordingly. We 
also worked closely with Service headquarters and regional statisticians 
to show them how these mistakes could have been prevenMLs 

2Agnculture’s Inspxtor General reported similar problems with *~;ce~mye~error- 
rate calcula~on in Food and Nutrition Service Northeast FMioual P - 
Quality Control Emx Reduction Sm (27660-~-NY, Apr 14,lDSS). 

31n addition, our upaming report to the Service AdmMstra tar, Food Stamp-: Stabstical 
Error-Rate lWmates (GAO/RCEDWlSS), offers the Service VaU&ty of Agmultwe’s Payment 

some technical suggesmns designed to improve the Service’s methodolagy for calculating official 
Food Stamp Program error rates. 
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Tabk 4.1: Impact of Mirtako8 Mach by 
the Fwd and Nutrition Service When Irmrrate 
Wcukting Offlckl Food Stamp 
Program Error Ratea ~~ 

?afw 
m%ii 

state calcul nvl8kn~ 
m@nw@ 

COlOWJO 10.69 10.66 No effect 
FkMda 8.82 8.96 No effect 
Georgia 

Illinois 
Indiana 
Mchigan 
Minne5ota 

Montana 
Nebraska 
Ohlo 
South Car&a 
South Dakota 

10.02 
8.32 
8.70 
6.46 
9.81 
8.79 
8 79 
694 

10.60 
3.60 

Overstated 

9.66 bi*iii: 
8.31 No elfect 
8.64 No effect 
6.46 No effect 
977 No effect 
8.77 No effect 
840 No effect 
6.65 No effect 

1080 No effect 
3.69 No effect 

Wisconsin 9.74 960 No effect 

4Me duJ not find any mistakes in the calculations for 12 states: Alabama, Iowa, Kansas, Kentucky, Ms- 
noun, Mi8rieaippi, North Carolina, North Dakota, New York, Tennessee, Utah, and Wyoming 

%od Stamp Progmm error rate aa reported by the Serwce, Sept. 23,19S!i 

Wflclal Food Stamp Program error rates reported by the Serwce, Sept 2,1986 These rates w&ded 
all changas we wqJe$ted and in some cases alight changes caused by dlffemnces between fedeml 
and state review findings that wem msolved between Sept. 23,1985, and Sept 2,1936 

Statistical Mistakes Made 
for Six States 

We compared the statistical procedures that regional statisticians used 
to calculate states’ official Food Stamp Program error rates with the 
procedures specified in the Service’s handbooks and guidance and found 
that the regional statisticians made statistical mistakes when calculating 
the official error rates for six states-Colorado, Florida, Georgia, Illi- 
nois, South Carolina, and Wisconsin. These states used stratified sam- 
pling procedures, and the mistakes occurred because the regional 
statisticians did not appropriately combine stratum results to calculate 
the states’ official error rates. Specifically, statisticians (1) did not iden- 
tify the correct number of strata into which the sample was divided or 
(2) incorrectly weighted stratum results when making their calculations. 

For four of the six states, Service statisticians did not properly identify 
the correct number of strata into which the state samples were divided. 
For Colorado, the regional statistician did not properly interpret the 
results of procedures the state used to expand the size of its sample. As 
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a result, he understated the number of strata in the state’s sample. For 
Florida, Illinois, and Wisconsin, regional statisticians calculated the offi- 
cial error rate on the basis of an annual sample rather than the semian- 
nual approach the states actually used. A correct interpretation would 
have yielded twice the number of strata identified by the statisticians. 
For example, the regional statistician treated Wisconsin’s sample as 
having three strata for fiscal year 1984, when the sample actually com- 
prised six strata-three for each half of the year. 

For two states-Georgia and South Carolina-the regional statistician 
was unsure of the proper stratum weights &I use when combining 
results from each stratum to calculate the error rate. Therefore, the 
statistician asked a consultant, who had helped develop the quality con- 
trol computer systems for states in the Southeast Region, for assistance. 
On the basis of the consuhant’s advice, the statistician used a weighting 
scheme that did not accurately reflect the number of cases in each 
stratum for Georgia and South Carolina. The consequences of this mis- 
take were most severe in Georgia where it caused the error rate to be 
overdated by about 0.6 percentage point, resulting in 8 sanction that 
would have been $2.6 million too high if the Service had not corrected it 
on the basis of our recalculations. 

Mathematical Mistakes 
Made for 13 States 

Service regional statisticians made mathematical mistakes when calcu- 
lating the official error rates for 13 states-Colorado, Florida, Georgia, 
Montana, Nebraska, South Carolina, South Dakota, and all 6 states in 
the Midwest Region.’ However, the impact that these mistakes had on 
states’ error rates was small. 

Most mistakes occurred when the regional statisticians calculated the 
penalty that was added to the error rates of states that did not complete 
reviews of the required sample of quality control cases. For example, 
when calculating the penalty to add to the error rates of the six states in 
the Midwest Region, the regional statistician misplaced the decimal 
point and then made a mistake when adding the penalty to the states’ 
error rates. She said that she made these mistakes because she misinter- 
preted the output of a computer program she had borrowed from 
another regional statistician and because she misunderstood the guid- 
ance that Service headquarters gave her on calculating the penalty for 
not-completed cases. 
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More Guidance and 
Oversight Needed 

The statisticians for the Southeast and Mountain Plains Regions cor- 
rectly calculated the penalty for states that followed simple random 
sampling procedures but made mistakes for Colorado, Florida, Georgia, 
Montana, South Carolina, and South Dakota-states that used a strati- 
fied sampling plan. These mistakes occurred when the statisticians com- 
bined stratum results and were caused by such problems as neglecting to 
multiply numbers or misplacing a decimal point. Statisticians for both 
regions said they made these mistakes because calculating the penalty is 
more complicated for states with stratified samples than for states with 
simple random samples. Statisticians in the two regions also made some 
minor mist&es when adjusting the error rates reported by two states to 
reflect the results of federal validation efforts. For example, for both 
Florida and Nebraska, regional statisticians omitted data for some cases 
when computing the error rates. 

According to Service officials, many of the mistakes we detected could 
have been either prevented or corrected if headquarters officials and 
statisticians had been more actively involved in helping regional statisti- 
cians make error-rate calculations. Headquarters and regional officials 
said that it would have been especially helpful if headquarters statisti- 
cians had independently reviewed each region’s calculations. Instead, 
for the period covered by our review, headquarters provided guidance 
in the form of two handbooks, policy memorandums as needed, two 
computer programs for making calculations, and assistance primarily 
over the telephone and through occaeional visits and training sessions. 

The Service handbooks-issued in 1979 and 1980-describe the proce- 
dures that regional statisticians must follow when adjusting the state- 
reported error rates to account for the results of federal validation 
efforts. The handbooks do not describe how regional statisticians should 
calculate the penalty for those cases for which states did not complete 
their reviews. In 1981 the Service sent its regions two policy memory- 
dums describing how the penalty was to be calculated. However, not all 
regional statisticians were aware of, or properly interpreted, these 
policy memorandums. For example, the penalty for not-completed cases 
was incorrectly calculated for all states in the Midwest Region. The 
regional statistician had been in her position only since 1984 and said 
she was unfamiliar with the 1981 policy memorandums. Headquarters 
officials said that revised handbooks would be issued in 1986 and that 
the handbooks would describe how to calculate the penalty for not-com- 
pleted cases. 
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Although the Service gave its regional statisticians two computer pro- 
grams to use when musting state-reported error rates, it required the 
regions to develop their own programs for calculating the penalty for 
not-completed cases. Headquarters officials said that instead of 
requiring each region to develop its own program, beginning with the 
fiial year 1986 error rates, the Service would provide its regions with a 
single, standardized program for this purpose. 

Service officials said that they tried to provide assistance either by tele- 
phone or through field visits whenever regional statisticisns encoun- 
tered calculation problems. For example, they said that during 1984 and 
1986, experienced statisticians visited the Northeast, Midwest, and 
Mountain Plains Regions to assist and oversee error-rate calculations. 
They also said that the Service held two training sessions attended by 
regional statisticians. Service officials said that, in this way, they tried 
to respond to all questions raised by regional statisticians. The Service 
officials said that, since the start of fiscal year 19S6, more emphasis has 
been placed on assisting and monitoring the regions’ statistical work. 
These officials said that the Service plans to hire more headquarters 
statisticians and increase travel resources and, beginning with the fiscal 
year 1986 error rates, all calculations will be made using the headquar- 
ters computer system and a single, standardized program provided by 
headquarters. 

Conclusions As error-rats targets have been lowered and more states have been 
assffssed larger sanctions, the Service’s procedures for calculating error 
rates have come under ever-increasing scrutiny. Therefore, it is impor- 
tant that the Service calculate official Food Stamp Program error rates 
by using procedures that are statistically and mathematically sound, 
Regional statisticians have made statistical and mathematical mistakes 
that, although not major, have affected the accuracy and reliability of 
the error rates. Most of these mistakes occurred in calculating error 
rates of states that used stratified sampling procedures. 

The Service has acknowledged the need for improvements and has 
begun to increase the attention it pays to the error-rate calculations 
made by its regional offices. The Service plans to provide its regions 
with updated handbooks, which among other things will describe how to 
calculate the penalty for not-completed cases, and a single computer 
program for making all error-rate calculations. We believe that these are 
steps in the right direction. Such actions, as well as routine monitoring 
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and periodic technical assistance and training, are essential to the suc- 
cess of the quality control and error-rate sanction systems. The Service’s 
efforts should focus on states with stratified quality control samples 
because this is where most of the mistakes were made. Although the 
regions’ statistical and mathematical mistakes did not greatly affect the 
fiscal year 1984 error rates for the states we reviewed, they would have 
affected the sanction for one state. If not corrected, similar mistakes 
could affect future sanctions, 

Recommendation to the We recommend that the Secretary of Agriculture direct the Adminis- 

Secretary of 
Agriculture 

trator, Food and Nutrition Service, to annually review the error-rate cal- 
culations made for the states to ensure that official Food Stamp 
Program error rates are based on the appropriate statistical and mathe- 
matical procedures and to give regions the assistance needed to correct 
any mistakes found. Special attention should be given to the states with 
stratified quality control samples because most of the calculation mis- 
takes we found were concentrated in these states. 
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