
Wisconsin’s Aid To Families With 
Dependent Children And Child Support 
-Enforcement Programs Could Be 
Improved 
E3etwzen 1966 and 1976, Wisconsin’s Aid to 
Families with Dependent Children caseload 
growth rate more than doubled that of the 
Nation as a whole. Legislative, social, and eco- 
nomic changes over these years caused the in- 
crease, both nationwide and in Wisconsin. 

Wisconsin has taken and is taking steps to im- 
prove the management and operation of its 
Aid to Families with Dependent Children pro- 
gram, but more could be done’in the areas of 
error reduction, detection and prosecution of 
fraud, and collection of overpayments. 

Milwaukee County could do more to improve 
its Child Support Enforcement program in the 
areas of 

-organization, 

-duty reassignments, and 

-collection activity. 
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UNITEDSTATESGENERAL ACCOUNTING OmcE 
WASHINGTON, D.C. 20548 

B-164031( 3) 

The Honorable Robert W. Kasten, Jr. 
House of Representatives 

Dear Mr. Kasten: 

This is our second report in response to your letters 
of November 22, 1976, and May 26, 1977, asking us to look 
into certain matters pertaining to the Aid to Families with 
Dependent Children and Child Support Enforcement programs 
in Kisconsin. Our first report, dated August 3, 1977, ad- 
dressed the matters discussed in your November 1976 letter, 
except for the matter pertaining to the impact and effec- 
tiveness of the Aid to Families with Dependent Children 
program’s income disregard provisions on which a review 
was then underway. 

This report addresses the income disregard matter and 
the additional matters discussed in your Ray 1977 letter, 
some of which were changed or expanded through later dis- 
cussions with your office. The report also describes 
actions that could be taken by Wisconsin and Miiwaukae 
County to improve the programs. 

At the request of your office , we did not obtain written 
State and county comments: however, informal comments were 
obtained on the matters discussed and have been incorporated 
where appropr iate. 

As arranged with your office, unless you publicly 
announce its contents earlier , we plan no further distri- 
bution of this report until 30 days from the date of the 
report. At that time we will send copies to interested 
parties and make copies available to others upon request. 

Sincerely yours, 
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GENERAL ACCOUNTING OFFICE WISCONSIN'S AID TO FAMILIES 
REPORT TO THE HONORABLE WITH DEPENDENT CHILDREN AND 
ROBERT W. KASTEN, JR. CHILD SUPTORT ENFORCEMENT 
EiOUSE OF REPRESENTATIVES., PROGRAMS COULD BE IMPROVED 

DIGEST ------ 

In fiscal year 1977 Wisconsin's Child Support 
Enforcement program cost about $7 million to 
administer; about $19 million was collected 
in child support payments from absent parents. 

Milwaukee County had 43 percent of the State's 
child suppbrt caseload in September 1977. Yet 
the county lacks a centralized child support 
authority to speedily establish paternity--the 
average time based on GAG's random sample was 
14 months-and to timely and effectively en- 
force collection of court-ordered payments. 
County responsibility for child support enforce- 
ment is divided in a complex fashion among 
seven organizations with no single one having 
the authority to manage. Scattering key pro- 
gram activities among different organizations 
weakens management and makes delays in case 
processing likely. 

Gn the 1,300 child support orders issued during 
the 12 months ended June 30, 1977, from which 
GAO's sample was taken, from $4.8 million to 
$5.9 million in child support was unpaid as of 
December 31, 1977. Since the county had 8,783 
child support orders in paternity cases in ef- 
fect at that date, a still greater collection 
potential exists. (See pp. 5 to 11.) 

The Milwaukee County Board of Supervisors and 
County Executive could increase child support 
collections by: 

--Centralizing child support program activities 
under one county agency to facilitate program 
coordin&tion and management. 

--Reassigning the other duties of the court com- 
missioners who hear paternity cases. 

--Devoting additional personnel of the family 
resource coordinator's staff to locating 
absent parents. 
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--Assigning clerk of circuit and county court 
employees other than paternity trustees to 
testify in court on support payments owed. 
This would permit the trustees to devote 
their full time to collection efforts. 

--Directing the famiiy resource coordinator to 
develop a more systematic, business-like ap- 
proach to collection activity. (See p. 11.) 

Milwaukee County officials generally agreed, 
but did not state what actions they plan to 
take. 

ACTIONS TO REDUCE AFDC ERRORS 

From 1973 through mid-1977, Wisconsin took 
various corrective actions which reduced its 
AFDC case errors by about half and its payment 
errors by 23 percent. Compared with other jur- 
isdictions, Wisconsin's case error rate of 17.7 
percent and payment error rate of 4.7 percent 
ranked twentieth and tenth lowest, respectively, 
for the Zanuary-June 1977 reporting period. 

Other actions, including establishing a comput- 
erized system to determine eligibility and bene- 
fits and requiring recipients to* report monthly 
on their status, are being taken which should 
help further reduce errors but they wili not 
be completed unLi1 1980. (See p. 14.) 

In the meantime, there are other ways Wisconsin 
could reduce errors. Verification of client- 
supplied information is optional with the cqun- 
ties; crossmatching recipient-reported income 
with employer reports to the State of wages 
for unemployment compensation purposes cannot 
be done because the employer reports do not 
show individual's earnings. (See p. 15.) 

Also, a recently completed HEW-funded study 
covering a number of States identified certain 
action strategies as cost-effective nationwide 
in reducing APDC errors. (See p. 17.) 
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The Wisconsin Department of Health and Social 
Services could help reduce AFDC’ errors by: 

--Requir 5ng , if cost-effective, all counties 
to verify eligibility information reported 
by AFDC applicants and recipients, particu- 
larly verifying with employers the income. 
of working AFDC reciprents. 

--Revising the employer reports to the State 
of wages for unemployment compensation pur- 
poses to show earnings by individual to per- 
mit comparisons of recipient-reported income 
with the employer-repor ted wages. 

--Evaluating the cost-effective action stra- 
tegies for reducing AFDC errors identified 
in the recently completed HEW-funded study 
and carry out, if practicable, those that 
are applicable. (See p. 26.) 

Regarding the first two actions, Wisconsin 
officials said that: 

--While no studies had been made, they did 
not believe complete verification of appli- 
cant information would be cost beneficial. 
GAO believes a study would be appropriate 
to identify those aspects of verification 
that would be cost beneficial, particularly 
verifying income of working AFDC recipients 
with employer-reported wages. 

--They are considering changing the employer 
reports to permit crossmatches. 

GAO did not discuss the latter a&ion with 
Wisconsin officials because the study report 
was not issued until after ‘GAO’s fieldwork 
in Wisconsin was completed. 

ACTION NEEDED TO 
FIND AND PURSUE FRAUD 

Wisconsin does not know how many AFDC recip- 
ients may be receiving cash benefits in more 
than one county or in bordering States. There 
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is a statewide computer file used to disclose 
duplicate applications for medical assistance 
(Medicai?) that contains all AFDC recipients, 
but Wisconsin cioes not require caseworkers to 
followup on computer-identified applict,nts who 
may be attempting to obtain duplicate benefits. 
(See p. 19.) 

Wisconsin follows the minimum Federal require- 
ments for identifying and pursuing Fred cases, 
but clarifying guidelines elaborating on iden- 
tifying, investigating, and prosecuting welfare 
fraud have not been issued. (See p. 20.) 

Although Wificonsin does not sponsor a welfare 
investigative force , Milwaukee County has such 
a unit called a “fraud squad.” Financed solely 
by the county, the squad investigates welfare 
fraud complaints and overpayments resulting 
from recipient errors. Since its creation in 
1963 through 1977, the squad has received about 
13,500 investigative requests, has investigated 
about 8,000 of them, and has identified fraud 
of $4.1 million in about 3,100. During 1977, 
:he squad found evidence of fraud totaling about 
: -i59,000 in 300 of the 736 cases it investigated. 

Understaffing of the squad has resulted in a bat%- 
log of about 5,500 requests: squad officials es- 
timated that about 2,000 of these could be purge3 
because the State statute of limitations had er- 
pired. County officials said the squad’s size 
would have to be increased from 8 to 20 to elim- 

-inate the backlog and keep current. (See pp. 20 
to 22.) 

The Wisconsin Departcent of Health and Social 
Services could improve its efforts to detect 
and prosecute fraud by: 

--Requiring caseworkers to use the medical as- 
sistance computer file to identify persons 
receiving or applying for benefits in more 
than one county. 

--Issuing clarifying guidelines to county wel- 
fare agencies and county prosecuting attorneys 
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to elaborate on detecting, investigating, and 
prosecuting AFDC fraud. (See p. 26.’ 

Wisconsin officials generally agreed with these 
actions, and said that they 

--plan to develop follouup procedures foe casa- 
wor&err on using the med%cal assistance com- 
puter file, distribute them to the counties, 
and crossmatch the purified medical assiet- 
ance file agairmt APDC benefit files in bor- 
dering States to identify recipients receiving 
multiple benefits, and 

. 
--believe that issuing clarifykg guidelines 

to deal with fraud rould be a feaqfbla c~- 
rective action. 

The Hilwaulree County Board of Supervisors and 
County Executive could improve fraud detection, 
by increasing the staff of the fraud squad to 
eliminate the backlog of cases and to remain 
current tin inseotigations of fraud allegations. 
(See p. 28.) 

Milwaukee County officials agreed, C;*rt did not 
state what action they would take. 

ACTIOWS WEEDED TO IWPROVE 

Before June 1977 the Wiscomln welfare agem, 
did not believe it had statutory authority to 
requir’e recipients to refund overpayments be- 
causeThe law then in effect was silent on the 
natter. State procedures provided that coun- 
ties could only request clients to make volun- 
tary restitution of overpayments resulting 
from client-caused errors, but not of those 
resulting from agency-caused errors. 

In June 1977 the Wisconsin legislature gave 
the State welfare agency authority to collect 
overpayments resulting from client- and agency- 
caused errors, subject to approval by the 
legislature of implementing regulations. The 
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regulations, wsich had cot been approved as of 
Pebruary 1978, prc.fde for securing judgments 
against persons no longer receiving AlOCI but 
they do no-L corer persons still op. the rciPs 
who have 1x3 imome or ressurcer. (Sari p- 22.) 

While its current grant procesri:g rryrltem iden- 
t ;fles 0vetpayment.s rerulting fror r!.ient- and 
agency-caused etrcws, Milwaukee County has as- 
tnblished accounts :es=eivable only on overpay- 
ments resulting from client error8. Until GAO@8 
review, the county did no? mow the total amount 
Of overpqnants outstanding from all caurer. 

Also, the county has not ertablished adequate 
co: lection procedure8 to recoq overpayment5 
reaul ting f tom cl &ant-caused a:rors. The vel- 
fare agency relied solely an rendiny monthly 
statments to reoipaents with known ad3res8et; 
it did not use tepayamt followup latcers and 
only atrelapted to correct addmemo by requests 
to casCworker8. 

GAO estimated that as of December 31, 1977, 
Milwaukee <c xty ksa outstanding overpayments 
of about $2.6 ?aillion. The county had not 
attempted to collect about $1.1 million of this 
balance because it did not have current addresses 
on recipients owing about G436.000 and, under 
exist fag yroced*;res, did not astempt to colleb>t 
the athar $668,000 resulting frz tigiky :!:rors. 
(See pp. 21 to 25. )r 

The Wisgonsin Depattmnt of Health and Social 
Servic-s could strengthen the proposed regula- 
tiom for recovering overpaymants by anendidg 
them to provide for obr;aining court judgments 
against APDC recipient8 who remain on aid and 
have no inccme or other resources for collection 
later when the client obtain2 assets or imome 
or goes off thft rolls. (See p- 27.) 

A State officirc+ said it would be feasible to 
amend the propcseb regulations to provide for 
such judgments e 
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IMPACT OF PROGRAI! 

The fullowing actions by the Milwaukee County 
Board of Supervisors and County Executive could 
improve the collection 3 f crvetpayxaen ts : 

--Improve accounting controls by establishing 
accounts receivable for overpayments resulting 
from agency-caused errors. 

-When the proposed overpayment recovery regu- 
lations are approved , establish formal col- 
laction procedures, including periodic fol- 
lowup letters to and personal contacts with 
recipients to requrrt compliance with agree- 
ments to refund overpayments. (See p. 23.) 

Wilwaukea County official8 generally agreed, 
tut did not state what actions they would take. 

Wisconsin official8 identified 23 APDC prograra 
options which they believed were available to 
the State. GAO considered 12 of these to be 
major because they apparently would have the 
most significant impact on the sizu and/or cost 
of the AFDC program in the State. Wisconsin 
originrlly implemented all 12 but has since 
dropped 2 of them. 

Of the 10 options currently in affect, 7 ex- 
pand the size and/or cost of the program, 1 
restricts eligibility, 1 promotes adminintra- 
tive efficiency, and 1 relieves the counties 
of financially contributing to the cost of the 
program. The unemployed fathers option of the 
APDC program accounted for 7 percent of the 
average monthly caseload and 10 percent of 
benefit payments during the July 19760June 
1977 period. The specific impacts of the 
other options implemented by Wisconsin vere 
not available . (See p. 29.) 

Xisconsin’s AFDC caseload increased by 473 ger- 
cent between 1966 and 1976 while the nationwide 
average increased by 228 percent. The program 



options discussed above as well as other legis- 
la tive , social, and economic changes over these 
years resulted in the growth of the APDC case- 
load, both in Wisconsin and nationwide. (See 
p. 33.) 

EPFECTIvEWDSS OF 

Expressing concern over increasing AFDC case- 
loads, the Congress added work incentives to 
the Social Security Act. The primary!ones, 
used in detetnining the amount of monthly 
earned income offset against the potential 
grant, were the disregard of (1) the first $30 
earned plus one-third of earned income over 
$30 and (2) reasonable work-related expenses. 

These provisions, designed to encourage sus- 
tained work effort by recipients, permitted 
them to retain a portion of their earnings 
in the hope that they would eventually work 
themselves off welfare. (See p. 36.) 

GAO revieued the results of five separate stud- 
ies of the effects of these provisions and also 
sampled selected APDC recipient case files in 
California and Wisconsin to ascertain the pro- 
visions @ impact on welfare grants. GAO noted 
that in these States recipients have legally 
remained on welfare while earning substantial 
incomes, largely because of the combined ef- 
fect of the two income disregard provisions. 
Based on this work, GAO believes the income 
disregard provisions have not achieved their 
intended result. (See pp. 38 to 45.) 

The weaknesses of current APDC income disregard 
provisions have been uidely recognized. Some 
17 bills, which in part would change these 
provisions, have been introduced in the 95th 
Congress, but final action had not been taken 
on any of them as of Way 1978. GAO tested the 
effect of the provisions of one, the President’s 
welfare reform proposal, on selected APDC cases 
in California and Wisconsin and found that wel- 
fare grants would generally be reduced or eliu- 
inated. (See pp. 45 to 47.) 
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. CEAPTER 1 

INTRODUCTION 
. 

. 

A series of Wilwaukee Sentinel articles on the Aid tc 
Families with Dependent Children (APDC) program in Wisconsin 
prompted Representative Robert W. Kaster, Jr.‘s request that 
we review selected aspects of the State’s program. Our first 
report, dated August 3, 1977, addressed matters in the Repre- 
sentative’s initial request, except a matter concerning the 
AFDC incoee disregard provisions. 

This report addresses the income disregard matter and 
additional matters contained in his second request. Accord- 
ingly, we 

--examined and evaluated Wisconsin’s implementation of 
the Child Support Enforcement program, 

--ascertained the procedures used by Wisconsin to make 
initial AFDC eligibility determinations and redeter- 
minations and compared them to those used by Indiana, 

--reviewed and evaluated the steps Wisconsin has taken 
to reduce erroneous payments and detect fraudulent 
practices by recipients, 

-ascertained and evaluated the methods used by Wiscanain 
to collect erroneous payments, 

--examined the AFDC program options available and deter- 
mined those adopted by Wisconsin and their impact on 

the State’s AFDC ‘caseload, and 

--developed information on AFDC caseload changes- nation- 
wide and in Wisconsin with emphasis on causes of the 
changes. 

AFDC is one of the largest federally aided public assist- 
ance programs. Administered by the States in cooperation with 
the Department of Health, Education, and Welfare (REW), the 
program provides financial assistance to needy children and 
their parents or relatives to encourage the care of dependent 
children in their home. 
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Each State must submit a comprehensive plan to HEW de-. 
scribing the nature and scope of its AFDC program and its 
promise to administer the plan according to Federal statutes 
-nd regulations. The plan must include a continuing quality 
control program designed to assure that correct payments are 
made to qualified AFDC recipients in compliance with State 
regulations. A State’s quality control review procedures 
must include sampling techniques, provide for field investi- 
gations of selected cases, and identify corrective actions 
to be taken on erroneous payments and program administration 
weaknesses. Each State must submit semiannual reports to HEW 
on the results of its quality control reviews and its plans 
to reduce erroneous payments. 

Federal and State payments for AFDC during fiscal year 
1977 amounted to $10.2 billion of which the Federal share was 
$5.5 billion, or 54 percent. The Federal share varies among 
States and ranged from 50 to 83 percent in 1977. In Wisconsin 
the Department of Health and Social Services establishes eligi- 
bility criteria and 72 county welfare offices apply them. The 
cost of Wisconsin’s AFDC program during fisc’al year 1977 was 
$239.6 million of which the Federal share was $143.5 million, 
or about 60 percent, and the State's share was $96.1 million, 
or 40 percent. 

Welfare is, to a considerabie extent, a problem of non- 
support of children by their absent parents. HEW estimates 
that over 7 million children (2.9 million families) who have 
an absent parent receive AFDC benefits. The Child Support 
Enforcement program, authorized under title IV-D of the Social 
Security Act, as amended (42 U.S.C. 651 et seq.), requires 
each State to establish a program to locate absent parents, 
establish paternjty, and secure support. For fiscal year 
1977, the program administrative costs totaled $258.8 million 
nationwide of which the Federal share was $190.3 million. 
Wisconsin spent about $7 million to administer the program 
and collected about $19 million from absent parents during 
that year. 

There are a number cf AFDC program options in the Social 
Security Act which States may choose to adopt and have the 
Federal Government shere in the cost. One, providing assist- 
ance to families with an unemployed father, had been adopted 
by 29 jurisdictions, including Wisconsin, as of 1977. Another, 
providing emergency assistance to needy families with children, 
was in operation in 25 jurisdicticns during 1977. Wisconsin 
withdrew from the federally-aided Emergency Assistance Program 
in 1975. 
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The AFDC caseload increased significantly, nationwide and 
in virtually all States, during 1966-1976. Several reasons have 
been given for the increase, including adoption of program op- 
t ions, liberalized eligibility criteria, and high unemployment. 
Appendix I shows caseload changes by State for this period du- 
ring which Wisconsin's caseload increased by 473 percent while 
the nationwide average increased by 228 percent. 

Work incentive provisions were added by the Congress to 
the Social Security Act to encourage AFDC recipients to become 
self-supporting and eventually work their way off welfare. 
These provisions, used in determining the amount of monthly 
earned income offset against the potential grant, were (1) in 
1962 the disregard of reasonable work-related exposes and ( 2) 
in 1967 the disregard of the first $30 earned plzam one-t,hird 
of earned income over $30. They were intended iz~acourage 
sustained work effort by recipients by allowing m to retain 
some portion of their earnings rather than having their grants 
reduced dollar for dollar by such earnings. 

SCOPE OF REVIEW 

We made our review between July 1977 and April 1978 at 
IiEW headquarters, Washington, D-C.; the HEW Chicago regional 
office: and in three States--California, Indiana, and Wiscon- 
sin---where we reviewed program records and interviewed Federal, 
State, and county welfare program officials. Wost of the 
fieldwork was done in Wisconsin where we also reviewed selected 
AFDC and child support case files to test the operation of the 
programs. 

In Indiana we identified the actions it had taken to re- 
duce AFDC errors, deal with recipient fraud, and collect over- 
payments to determine which of these actions might help to 
improve Wisconsin's AFDC program. Indiana was selected because 
it (1) is located in the same HEW region as Wisconsin and (2) 
ranked lowest in the region and third lowest in the Nation in 
AFDC case and payment error rates during the January-June 1977 
quality control reporting period. 

In California we reviewed selected APDC recipient case 
files to ascertain the impact of the income disregard provi- 
sions on their welfare grants. 

We also reviewed five studies which had the objective of 
measuring the impact of the income disregard provisions on the 
work response of AFDC recipients. 
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CFiAPTER 2 

POTENTIAL FOR GREATER 

CEILD SUPPORT COLLECTIONS 

Wisconsin could collect more child support payments from 
absent parents. In Milwaukee County, which had 43 percent of 
the State’s child support caseload in September 1977, the ab- 
sence of a centralized child support authority impairs efforts 
to speedily establish paternity and effectively enforce court- 
ordered payments. 

Our random sample of 120 out of 1,300 Xilwaukee County 
child support orders on paternity cases issued during the 12 
months ended June 30, 1977, showed that full or partial col- 
lections of $16,647 were made on only 37 percent of the 120 
orders as of December 31, 1977, leaving an amount still owed 
of $494,097. Based on our sample, as much as $5.,9 million in 
child support may be unpaid on the 1,300 orders. Since the 
county had 8,783 child support orders on paternity cases in 
effect at December 31, 1977, a far greater collection potctn- 
tial exists. 

PROGRAM REQUIREWENTS 
-NS 

The Child Support Enforcement program grew out of con- 
gressional concern that parents were deserting their families, 
often leaving them with no choice but to fall back on public 
assistance. 

The law requires that: : 

--HEW and each State have a separate agency to-administer 
the program. 

--The Federal and each State agency establish a service 
for locating absent parents. 

--Applicants for or recipients of Aid to Fanrilies with 
Dependent Children assign support rights to the State 
and cooperate in establishing paternity and securing 
support. 

--Support payments for AFDC recipients be paid to the 
State for distribution, rather than directly to the 
family. 
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--All States cooperate in locating absent parents, 
establishing paternity, and securing support. 

--Each State makes its child support services available 
to individuals not receiving AFDC. . 

Child support collections are used primarily to reim- 
burse the States and the Federal Government for assistance 
payments to needy families. Fifteen percent of the Federal 
share of the collections is reallocated to counties for en- 
forcing support orders and collecting payments. Thus, when 
payments are not made, it is Federal, State, and local go*?- 
etnments that lose money --welfare recipients are unaffected. 

PROGRAM ADWINISTRATION 

At the Federal level, the Child Support Enforcement 
program is administered by HEW’s Office of Child Support 
Enforcement which is required to review and approve State 
IV-D plans, establish standards for affective State pro- 
grams, and establish organizational and staffing require- 
ments for IV-D agencies. The Office also is required to 
(1) provide technical assistance to States, (2) assist thea 
with reporting procedures , (3) maintain records of program 
operations and.child support expenditures and collections, 
(4) evaluate the implementation of State child support pro- 
grams, and (5) conduct an annual audit of each State to de- 
termine if it has an affective program that meets the raquire- 
ments of the law. Through the Office’s Federal Parent Locator 
Service, it assists the States upon request in locating absent 
parents by providing the most recant home address and/or most 
recent place of employment. I 

In Wisconsin, the State Department of Health and Social 
Service’s Bureau of Child Support administers the program. 
The bureau has contracted with each County Board of Supar- 
visors or its designee to provide chil2 support enforcement 
services. The Clerk of Circuit and County Court in each 
county collects support payments and sends them to the State 
Department of Eealth and Social Services for distribution 
primarily to the Federal Government and the counties. Ac- 
cording to a State official, the program has been implemented 
in all 72 Wisconsin counties. 

During fiscal year 1977 , Wisconsin spent about $7 million 
to administer the program with about 350 State and county em- 
ployees (full-time equivalent). For the same year, the State 



collected about $19 million from absentee parents. (App. II 
compares Wisconsin collections with other States in EiEW’s 
region V. ) 

In evaluating the efficiency and effectiveness of col- 
lection efforts, we concentrated on Milwaukee County’s child 
support program which had 43.percent of the State’s child 
support caseload in September 1977. 

In 1976 the Milwaukee County Board of Supervisors esta- 
blished t!e Commission on Family Resources to set up a child 
support program. The program 18 carried out by a family re- 
sources coordinator with a staff of about 10, who comprise 
the Division of Family Resource8. The commission has legal 
agreements, called contracts , with various county agencies 
for referral and legal services necessary to carry out the 
program. 

The county pursues child support collections for two, 
types of cases: (1) divorce or separation and (2) birth of 
children out of wedlock. In the latter easel the county 
establishes the paternity of a child and orders support pay- 
ments. Our review concentrated on out-of-wedlock cases in- 
voiv ing AFDC. 

Paternity and the amount of child support payments are 
established and collection action is taken in a complex 
process by the Division of Family Resources and the various 
county units with which it has contracted. County responsi- 
bility for child support enforcement is divided as follows: 

--The public welfare department refers AFDC recipients to 
the corporation counsel for a paternity determination. 

--The corporation counsel initiates paternity actions, 
prosecutes absent parents to obtain a judgment of 
paternity, and represents the county in civil suits 
when payments are not made. 

-The county court’s civil division establishes paternity, 
assesses parents ’ ability to pay support, issues court 
orders for support payments, and takes actions, such as 
garnishment of wages I when these orders are ignored. 

--The sheriff’s office helps locate absent parents, serves 
them court summonses, and arrests them !f they fail to 
appear. 
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--Th8 Clerk of Circuit and County Court receives and 
accounts for payments, contacts parents who are de- 
linquent, and initiates contempt proceedings. 

--The Division of ?amfly Resources maintains a system 
of case files and other records for locating parents 
and writes letters to parents who fail to comply with 
court orders. 

-The district attorney assesses absent parer;ts’ abil -ty 
to pay support under the Uniform Reciprocal Bnforce- 
merit of Support Act (for interstate paternity cases) 
and prosecutes appropriate cases under the criminal 
statutes. 

Child support is set by the court in a chi Id support 
order and may be comprised of three elemantst mad ical ex- 
penses for maternity, past support (from birth to the time 
of the order), and future support until the child reaches 
age 18. The parent usually is ordered to make monthly pay- 
ments based on his ability to pay. 

FACTORS LIMITING CEILD 

Milwaukee County’s implementation of the child support 
program has resulted in limited collections. The county 
lacks -a separate agency with the authority and staff to ex- 
peditiously process paternity cases which-has contributed 
to 

--long delays in establishing paternity )and ordering 
supper t , and 

--slow and insufficient efforts to collect delinquent 
payments . 

Lack of centralized authority 
inhibits Program management 

The Milwaukee County family resources coordinator has 
the responsibility, but Insufficient authority, for managing 
the Child Support Enforcement program. The complex subcon- 
tracting structure has placed the coordinator in a position 
where he can only recouuaend , not direct, program improvements. 
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Furthermore, receiving inputs from so many organizations 
makes it difficult for him to monitor program activity or 
measure accomplishments. 

The coordinator raid he cannot direct changes in the 
functioning.of the vcrious affiliated child 8uppoct units 
because they are not under his control. For exaaplei em- 
ployees in the clerk of cmst office, who account for child 
support collection8 and act on nonpayment of support orders 
(see p. 9), are nl;t supervised by the coordinator. In addi- 
tion, arsi8tant corporation coun8el8, reoponrrible for legal 
proceeding8 to srtablirh paternity and enforce rupport or- 
ders, report to 8upervirors not involved in the child rup- 
port program. Scattering key program activities among dif- 
ferent offices not only weaken8 management, but also makes 
delays in procerring paternity ca6e8 sore likely. 

In December 1976 the State advfred the county of there 
problem and since then the county has been considering other 
program adrinirtrative atfuctures. One option ir to tranrfer 
program personnei to a single organirational unit. A8 of 
February 1978, no decision on organizational change8 had been 
made. 

Delays in e8tablishing paternity 

To assess the speed with which paternity and support 
payments are established in Milwaukee County, we randorly 
selected 120 out of 1,300 xpport orders irrued during the 
12 months ended June 3G 1977. The county took an average 
of about 14 months to establish paternity and the amount 
of support payments due. A large portion of this time can 
be attributeu L.-- delays in arranging appearance8 before two 
court commissioners who also hear small claims cases. &c- 
cording to a county official, it takes about 3 month8 to 
arrange each court appearance required during the prosecution 
of absent parents. At least two appearance6 art! neces8ary 
in each case-- ne for arraignment and one to set terms for 
payment. 

Another factor contributing to the delay is the diffi- 
culty in locating parents. APDC recipients are frequently 
unaware of the absent parents’ whereabouts and can only pro- 
vide their names. It is the task of the fah-ily tesource 
coordinator’s staff to locate such persons. One staff member 
said she contacts various public and private sources (e.g., 
telephone compmy, post office, law enforcement agencies, 
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and employers) , trying to obtain a parent’s address. In 
additionC the county requests assistance from the State and 
Federal parerrt locator services. (See app. III for use of 
parent locator service in Wisconsin.) This search is gen- 
etsliy msde at the start of paternity proceedingt and/or 
after the parent fails to comply with the payment order, 
The staff meinber said she is overburdened with requests to 
locate absent parents but could not tell us how many re- 
quests were backlogged. 

Ineffective collection activities 

Tha difficulty fn locating parent& and establfohing pa- 
ternity is cormpounded by the inability of Kiluaukre County 
to act quickly mad effectively against parmts who fail to 
comply with support orders. TM county has not directed 
sufffcient resources to assure that absent parents comply 
with rupport orrlers. As a result, county collection actions 
have been slow or nonexistent. 

During calendar year 1977, the county collected $5.5 
million 1 in support payments and spent about $1.5 million 
to d admin star the program. However, in no raonth were col- 
lections made on more than 27 percent of support orders. 

Nine county employses have responsibility for collec- 
tion action against absent parents who are delinquent on sup- 
port payments--two ‘paternity followup clerks. responsible to 
the family resource coordinator and seven “paternity trustees* 
in the Clerk of court office. 

The county’s computer system produces lists of’delin- 
quent accounts. The followup clerks review these lists and 
choose parents to whom they will write requesting payment. 
If no payments result, the clerks refer the cases to the 
paternity trustees for legal action. 

Until August 1977, there was only one followup clerk 
who could sand letters to just a small percentage of the 
parents who were making no payments. Because the caseload 
is increasing, county officials could not say whather adding 
the other clerk in August resulted in broadening the coverage. 

i/Includes collections on both paternity and divorce c)r se- 
paration cases; a breakdown of collections by case type 
was not available. At December 31, 1977, there were 8,783 
paternity and 7,794 divorce or separation orders--a total 
of 16,577. 
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According to a county official, 60 percent of the pa- 
ternity trustees' time is spent appearing in court to provide 
a record of the asoust of support payments owed by parents. 
Thus, they CM spesd only 40 percent of their time following 
up on unpaid support orders, Furthermore, the trustees have 
no established priority for reviewing cases of nonpayment. 
Each trustee's workload--l,400 to 1,900 cases-is so large 
that only problem cases can be dealt with. Routine case re- 
vxews of paysent status of all delinquent cases had not been 
made for about a year. 

we reviewed trustees' files for 12 of our 120 randisly 
selected cases to determine collection actions taken. At 
Decesber 31, 1977, no payments had been made on any of the 
cases and delinquencies ranged from 11 to 18 months. According 
to trustee files: 

--Followup action was taken on four cases within 6 months 
after the effective date of the court order. 

--Followup action was not begun in four cases until pay- 
ments were delingue_nt over 6 months. 

-No followup action was initiated in three cases. 

--Paternity in the remaining case was still being adjudi- 
cated in the courts. 

Another factor slowing followup is that trustees and 
followup clerks do not coordinate their collection ef*x:s. 
Both sometimes act on the same case in a given month, while 
numerous other cases remain unattended. 

MORE CHILD SUPPORT 
EOULD BE COLLR- 

Hilwaukee County officials could not tell us the total 
amount owed by absent parents at any given time. We, thcre- 
fore, estimated this amount as of December 31, 1977, using 
our random sasple of 120 of the 1,300 child support orders 
issued on paternity cases during the 12 aonths ended June 30, 
1977. The total asount owed on these 120 orders was $511,544. 
On only 44 cases, or 37 percent, had any payments been made-- 
the payments totaled $16,647. Not all of the remaining $494,397 
represented delinquent paysents since some were not then due 
according to the orders, but we could not readily ascertain 
the delinguent amounts. Projecting this unpaid balance to 
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the 1,300 orders, we estimate a total of from $4.8 million 
to $5.9 million in child support was unpaid ou these orders 
as of December 31. l/ Since the county had 8,783 child 
support orders on gternity cases in effect at that date, 
a still greater collection potential exists. 

ACTIONS WEICE COULD INCl?EA!3E 

Weak procedures,rabsence of centralized authority, and 
inadeguate staffing levels have prevented Wilwaukee County 
and Wisconsin from maximizing collections under the Child 
Support Enfoncement program. While program collections have 
exceeded co8ts in both the county and the State, there is 
potential for much greater collections. Delays in estab- 
lishing paternity. locating absent parents, and acting on 
delinquent payments prevent the county and State from real- 
izing this potential. 

The following actions by the Hilwaukee County Board 
of Supervisors and County Bxecutive could increase child 
support collections: 

--Centralilre child support program activities under 
one county agency to facilitate program coordina- 
tion and 8anagement. 

-Reassign the other duties of the court commissioners 
who hear paternity cases. 

-Devote additional personnel of the family resource 
coordinator's staff to locating absent parents. 

--Assign clerk of court employees other than paternity 
trustees to testify in court on support payments 
owed. This would permit the trustees to devote 
their full time to collection efforts. 

--Direct the family resource coordinator to develop a 
more systematic, business-like approach to collection 
activity. For example, the computer system that pro- 
duces lists of delinquent accounts could be expanded 
to automatically issue letters informing the parents 
they are in contempt of court and threatening legal 
action. If they do not timely respond, court action 
could be taken. 

&/This projection is at the 95-percent confidence level. 
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Milwaukee County officials generally agreed, but did 
not state what actions they plan to take. 
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CR%PTER 3 

WISCONSIN COULD DO MORE TO 

REDUCE ERRORS, DETECT FRAUD, 

AND RECOVER ERRONEOUS PAYMENTS 

From 1973 through mid-1977, Wisconsin took var&,us 
corrective actions which resulted in substantially reducing 
its Aid to Families with Dependent Children error rates. 
Other actions being taken , such as development of a compu- 
terized system to determine client eligibility and benefits 
and a monthly recipient reporting system, should, when im- 
plemented, further reduce errors. These systems, however, 
will not be fully operational until late 1980. 

In the meantime, Wisconsin might further reduce its 
APDC errors by considering (1) the cost effectiveness of 
requiring all counties to verify client-supplied informa- 
tion, a corrective action taken by Indiana and (2) the 
practicability of implementing applicable action strategies 
identified by a recently completed REW-funded study as cost- 
effective nationwide in reducing AFDC errors. 

Wisconsin could also detect and better prosecute fraud 
by (1) requiring caseworkers to use the medical assistance 
computer file, which includes all AFDC recipients, to identify 
persons receiving or applying for benefits in more than one 
county and (2) issuing clarifying guidelines on identifying, 
investigating, and prosecuting fraud. 

Wilwaukee County has not maximized collections of over- 
payments from recipients. In the county , which accounled for 
about 37 percent of the State's AFDC caseload in Febrirari 1977, 
fraud detection has been hampered by inadeguate staffing, and 
welfare officials have not aggressively pursued collections. 
The county has not developed collection procedures or acted 
to encourage recipients to make payments after they fail to 
comply with repayment agreements. Furthermore, it has not es- 
tablished accounts receivable for recipients who receive 
overpayments because of agency errors. As a result, until 
our review, the county was unaware of the total amount of 
overpayments outstanding. 

a 
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WISCONSIN'S CORRECTIVE ACTIONS 
TO REDUCE AFDC ERRORS: 197m7 

Two indicators used by EEW for determining the extent 
of error in the AFDC program are the case error rate and 
the payment error rate. Case error rates show the percent- 
age of the State's APDC cases which were ineligible or con- - 
tained an overpayment or underpayment error. They do not 
directly show the total welfare dollars misspent. A better 
indicator of this is the payment error rate which shows the 
percentage of total welfare payments made to ineligible 
per sons and overpayments to eligible persons. 

From 1973, when the current quality control program 
began, to mid-1977, corrective actions taken by Wisconsin 
reduced its AFDC case error rate by half--from 35.7 percent 
to 17.7 percent-and its payment error rate by 23 percent- 
from 6.1 percent to 4.7 percent. In comparison with other 
States, the District of Columbia, and the territories for 
the January-June 1977 reporting period, Wisconsin's case 
error rate of 17.7 percent and payment error rate of 4.7 
percent ranked twentieth and tenth lowest, respectively. 
(See apps. IV and V.) 

The effectiveness of Wisconsin's corrective actions 
have been measured by the State in terms of their impact 
on the case error rates. Although the specific impact of 
the corrective actions on the payment error rates were not 
identified, they probably contributed to their overall re- 
duction. 

Appendix VI contains information on the operation of 
Wisconsin 's AFDC program, including (1) a comparison of Wis- 
consin's error rates to the national error rates, (2) a dis- 
tribution of Wisconsin's AFDC errors among the five.cat%gories 
of determination--basic eligibility requirements, resources, 
income, need, and other-- and (3) a description of the major 
corrective actions taken and planned by Wisconsin and their 
actual or estimated impact on reducing the error rates. 

WISCONSIN'S CORRECTIVE ACTIONS 
IN PROCESS: 1978-80 

Wisconsin's major corrective action in process to reduce 
agency-caused errors is the development of a computer reporting 
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network, which, when fully implemented, will uniformly apply 
Wisconsin's policies for all AFDC eligibility and benefit de- 
terminations. This online computer system will automatically 
determine a client's eligibility and benefits for AFDC, medi- 
cal assistance (Hedicaid), and food stamps at initial appli- 
cation and at the time of redetermination. The system will 
provide equal treatment for clients statewide by consistently 
applying rules, regulations , and policies to client-supplied 
information. (See app. VI, p. 63, for a description of the 
computer reporting network.) 1 

In addition, the Wisconsin Department of Health and Social 
Services formed a program training and interpretation section 
to provide uniform interpretations of AFDC policies to all 
counties. Caseworkers throughout the State will be able to 
call a central number and immediately receive policy interpre- 
tations when this section is fully operational, 

Wisconsin officials told us that special training courses 
for counties where specific policies were frequently misap- 
plied will be implemented in Wisconsin in 1978. Caseworker 
calls to the program training and interpretation section, as 
well as reports from county monitors, will be analyzed to 
determine whether the counties are having trouble with sTe- 
cific policies. If they are, training courses dealing with 
the specific policies will be set up in such counties. 

Wisconsin's major corrective action in process to re- 
duce client-caused errors is its plans to implement a policy 
of requiring recipients to submit monthly status reports in 
Milwaukee County in 1978 which will, if successful, be applied 
statewide in conjunction with the computer reporting network 
by late 1980. These reports will require cli,nts to report 
any change in circumstances that affects their eligibility _ 
or grant amount. Caseworkers will review the reports for 
changes in recipient status and take any necessary actions. 

OTHER OPPORTDWITIES 
TO REDUCE ERRORS 

A comparison of Wisconsin's procedures for managing its 
AFDC program with those used by other States may also yield 
opportunities for reducing errors. We compared Wisconsin's 
procedures with Indiana's and found that in several instances 
Wisconsin had taken or was considering taking actions compar- 
able to those Indiana had implemented. However, we noted 
that Indiana requires all counties to verify client-supplied 
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information, a corrective action which might, if found cost- 
effective and implemented by Wisconsin, reduce AFDC errors 
in advance of full implementation of the computerized system 
and monthly recipient reporting. 

After completion of our fieldwork in Wisconsin, we noted 
a recently completed HEW-funded study which explored the 
causes of AFDC errors and suggested cost-effective strategies 
the States could implement to red.-ce them. Wisconsin officials 
could consider the practicability of implementing those stra- 
tegies which are applicable. 

Verification of client-supplied information 

Indiana requires caseworkers to verify all information 
affecting AFDC eligibility and grant amounts for all initial 
eligibility determinations and periodic redrterminations. 
Verification includes a visit by a caseworker to an applicant’s 
home. 

Wisconsin allows counties to choose either to accept 
clients ’ statements or to verify them against supporting docu- 
ments or by contacts with other sources. State sff iEials 
could not identify which counties used which method, but said 
that the smaller and more rural counties tend to use the 
declaration method rather than the verification method. Mil- 
waukee County, however, does require use of the verification 
method . (See app. VI, p. 57, for type of documents required 
to support initial eligibility.) Home visits are required 
for initial eligibility determinations but not for redeter- 
minations. However, the June 1977 Wisconsin AFDC funding 
law required that caseworkers recertify in person the eligi- 
bility of 10 percent of the recipients every 6 months. 

In addition, Indiana has two methods of verifying in- 
come. Ret ipients ’ employers are asked to complete a form 
verifying income and mandatory payroll deductions. Also, 
AFDC rolls are crossmatched with individuals’ earnings em- 
ployers report to the State for unemployment compensation 
purposes. This crossmatch is done quarterly for the State’s 
four largest counties and had been done three times for the 
remaining counties between January 1976 and June 1977. 

Although Wisconsin allows counties to choose whether 
or not to verify client-supplied information, State officials 
believe verifying income with employers for all working re- 
cipients would not be cost beneficial and would place an un- 
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reasonable burden on employers. Although the State had made 
no cost-benefit study, we noted that 71 percent of Wisconsin’s 
total client-caused error cases during the first half of 1977 
occurred in the income category: 64 percent of the total client- 
caused errors in income involved clients inaccurately reporting 
earned income. 

Tlisconsin's employer reports of wages for unemployment 
compensation purposes do not show earnings by individual; there- 
fore, the State cannot crossmatch APDC-recipient-reported in- 
come with employer-reported wages. Wisconsin of f icials are 
considering changing the employer reports to $ermit this com- 
par ison. 

SEW-funded study shows other 
ways to reduce APDC errors 

In its April 1978 report to 8EW on the study results, 
the contractor (the Urban Institute) identified five major 
action strategies which were categorized as most promising 
for error reduction in both urban and nonurban areas. The 
contractor estimated that, if fully implemented nationwide, 
these five actions would cut the national case error rate 
roughly in half and would produce net savings to Federal and 
State governments of about $500 million per year from avoided 
payment errors. The contractor reported that the projected 
nationwide savings were based on actual historical experiences 
of States which have already implemented, in at least some 
form, these five actions and are available from implementing 
nationwide the most successful and cost-effective existing 
State practices, not radical or untried innovations. 

The five action strategies and their expected results, 
if implemented by all States, follow. 

1. Reduce overdue AFDC eligibility redeterminations to 
the level of the 15 States with the lowest backlog (under 3 
percent). This action would reduce the national case error 
rate by 3 percentage points and reduce payment errors by 
about $80 million a year at a cost of about $6 million for 
overtime of existing staff under a crash program. 

2. Wake client reporting easier by reducing the degree 
of difficulty in understanding reporting requirements and 
filling out the reporting forms by rewriting documents and 
revising procedures. This action would reduce the national 
case error rate about 2 percentage points and about $120 
million in erroneous payments could be averted. 

17 



3. Raise the skill level of eligibility workers by 
reinterpreting an existing Federal requirement for orienta- 
tion training of new workers to mandate substantial classroom 
education for them and otherwise increase nationwide training 
activities by 50 percent for a total cost of about $8 Millie. 
This action would cut the national case error rate more than 
1 percentage point and save about $100 million a year in 
avoided erroneous payments and reductions in other administra- 
tive costs. 

Reducing the turnover among eligibility workers using 
approaches, such as improving the job climate, hiring workers 
without college education, increasing promotional opportun- 
ities, and raising salaries , would also help, probably at a 
fractional cost of potential costs avoided. If the average 
State turnover rate was cut in half, the national case error 
rate would fall more than 1 percentage point and about $100 
million in erroneous payments could be avoided. 

4. Adopt prosram rules , such as consolidated grant stan- 
dards and “flat grant’ work expenses# as simple as those i,n 
force in the States with the most simplified rules and proce- 
dures. Some simplification would be greatly assisted by Fed- * 
era1 legislation. This action could cut the national case 
error rate more than 4 percentage points and savings in avoided 
payment errors and reduced administrative costs would amount 
to about $150 million annually. 

5. Develop selective case management systems in a gen- 
eral pattern to vary the intensity of verification, the fre- 
quency of recertification , and other administrative resource 
allocations so that “error-pronem cases receive the required 
resources but administrative funds are not wasted on overly 
elaborate handling of routine cases. Such systems would in- 
volve analysis of quality control results, development of 
computer systems, and restructuring of operational policies. 
Implementation nationwide of technology currently demonstrated 
by States, such as West Virginia, South Carolina, and Texas, 
could reduce the national case error rate by about 3 percent- 
age points and save about $80 million a year in avoided er- 
roneous payments. 

The contractor also reported that State-administered 
AFDC programs showed lower error rates than State-supervised 
programs. Converting, all State-supervised systems to State 
administration would decrease the national case error rate 

18 



about 3 percentage points and save about $90 million a year 
in payment errors. 

OPPORTDWITIES TO DETECT 
ANDUD 

To inswre that applicants do not receive money undcser- 
vedly, Wisconsin needs to (1) develop followup procedures to 
detect those who apply in more than one county or adross State 
lines and (2) issue clarifying guidelines on identifying, 
investfgating , and prosecuting welfare fraud . Milwaukee 
County needs to consider increasing the staff of its fraud 
squad. 

Need for procedures to 
aetect multiple applications 

A contractor maintains a computer file for the State 
of all persons who have, established eligibility for medical 
assistance (Wedicaid) in Wisconsin. One way to establish 
this eligibility is by receiving APDC. Computer edits in- 
sure that an applicant for medical assistance will not be 
entered on the file if the applicant is c?.ready listed. If 
the applicant is on file, the contractor notifies the county 
where the recipient last applied. Consequently, the medical 
assistance eligibility file can be used to identify recipients 
who may be attempting to obtain duplicate benefits. 

The contractor planned to purify the file by removing 
duplicate records and eliminating errors in 1978. When this 
is accomplished, a list of all AFDC recipients with duplicate 
records in different counties will be generated and forwarded 
to the counties. After checking county records, a county 
agency will be able to determine whether any recipients have 
been receiving payments in more than one county and can then 
initiate prosecution and collection action. 

Currently, Wisconsin does not have procedures requiring 
caseworkers to followup on mu1 tiple applications. However, 
according to a State official, followup procedures will be 
developed and distributed to the counties and the purified 
medical assistance file will also be crossmatched against 
APDC benefit files in bordering States to identify any recip- 
ients receiving multiple benefits. Wisconsin plans to do 
its crossmatches as soon as the medical assistance file is 
corrected and qualified technicians become available. 
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Weed for procedures to 
better prosecute fraud 

Federal regulations (45 C.F.R. 235.110) requirs, in 
part, that States establish and maintain (1) methods and 
criteria for identifying situations in which question8 of 
APDC program fraud may exist and (2) procedures coopet~tively 
developed with State legal authorities for referring to law 
enforcement officials situation8 in which there is valid 
reason to suspect fraud. 

Indians is aggressively pursuing APDC tscipient fraud 
in the bslisf that to tolerats it is to l ncoursge it. In 
1974 the Stste advised its county welfare depsrtsents to 
institute fraud procssdings when they discover a recipient 
who failed to notify the agency of a circumstance change 
that would reduce or eliminate hir/her grant payment. In 
addition to the Federal rsquirements for identifying and 
pursuing fraud cases , the Xndiana Depar tsent of Public Wel- 
fare issued guidelines in January 1977 to county welfare 
departments and prosscuting attorney8 which l lsborated on 
the identification, investigation, and prosecution of wel- 
fare fraud. An Indiana official told us that AID6 fraud 
prosecution has since increased. 

- 

Although Wisconsin’s APDC program plan contains the 
Federal requirements for identifying and pursuing fraud 
casesI no clarifying guideline8 have been iesued. State 
officials said that issuing such guidelines would be a fea- 
sible corrective action. 

Need to consider increasing 
size of fraud squad 

Although Wisconsin does not sponsor a welfare investi- 
gative force , Wilwaukee County has such a unit in its “fraud 
squad. a Financed totally from county funds, the squad was 
established in 1963, as a division of the county sheriff’s 
office, to investigats welfare fraud complaints and over- 
payments resulting froa client errors. It also participates 
in special investigations, such as crossmatching welfare 
rolls with listings of prsons drawing unemployment compen- 
sation benefits. Four other counties in Wisconsin-Dane, 
Renosha, Racine I and Waukesha--each have one welfare fraud 
investigator with a smaller caseload than Milwaukee County’s 
squad. We did not review these counties* fraud investiga- 
tion activities. 
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From its inception through calendar year 1977, the 
Milwaukee County fraud squad received 13,490 investigation 
requests from caseworkers, the public I and vat ious county 
agenc 146. It investigated 7,994 cases and identified fraud 
of about $4.1 Billion in 3,052 cauea, or 38 percent. (See 
app. VII for a breakdown of theme statirrticr by year.) 

During 1977, the squad found evidence of fraud totaling 
about $459,000 in 300 of the 736 1/ case6 it investigated. 
Voluntary repayment wa8 agreed to in 148 cases; the reaaintig 
152 were ceferted to the df8trict attorney for prosecution. 

The dirtrict attorney prosecuted 87 rrcipientr, declined 
prosecution on 58, lmd ha6 criminal complaint6 pending on 7. 
Of the 87 individuals prorecuted, 

-73 were sentenced to from 1 to over 5 years probation 
and were ordered to make,restitution, 

-3 were jailed and required to make restitution, 

-1 was jailed with no restitution required, 

-72 were granted di6mi66al8, and 

-8 were still awaiting court action as of December 31, 
1977. 

. 

I . 

Reasons the district attorney gave for declining prorecu- 
tions were I 

--The qecipfents agreed to make voluntary restitution. 

--They did not have prior cr irainal records, had left 
the county, were ill, or were juveniles. . 

--Be did not believe that prosecution was warranted or 
that fraud could be proven. 

Because of the extensive amount of work that wc;uld have 
been involved, we did not identify either how much money was 
voluntarily agreed to be repaid on the 148 cases or how much 
restitution was ordered to be repaid on the 76 cases or the 
amount actually collected on these cases. 

L/Includes 47 cases involving general assistance, medical 
assistance, and food stamps. 
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At the end of 1977 there rtill remainsd a backlog of 
5,496 cases of which tbe fraud squad officials estimated that 
2,000 could be eliminated because ths 6-yerr Stats statute 
of limitations covering ftaud inwertigation8 had orpited. 
According to these officials, in8UffiCient 8t8ff h88 COntsi- 
buted to the large brcklog. The nmber of fraud squad inver- 
tigators increased from 2 in 1963 to 10 in 1974. A8 part of 
an overall effort to avoid a tax increase, the county reduced i 
the squad’s staffing level from 10 to 8 deputies, effective : 
January 1977, even thougb tbe nmber of complaint8 h&d bean 
increasing at a steady r8te. COUllty OffiCi818 88tiD8trd it 
would take 20 deputies tc l limin8te the brrcklog and keep 
current. 

While analyrfng vast amcuntr of financial drtr to deter- 
mine total collect4.0ns usde by Milwaukee County during 1977 
on grant overpaymentr, we iralatod, to the l xtaat porrible, 
the total collections uhich directly reSUlted f rOb the fr8ud 
squad’s 1977 and prior yerrrB l ctivitie8. We fowrd th8t in 
1977 about 8268,109 was collected which could be related to 
its activities as follomt $129,700 through voluntar repay- 
ments, 861.WO through court-ordered repaymentr, 8nd 8 16,500 
through au: .m!Ac grant reductionr. An unknown amount, which 
could not de sea-egated, eras also included in the total amount 
collected througn automatic grant deductions. 

POTENTiLL FOR GRBATZR 
mm; . 

One of InQiana ‘c :tv*.& ?d procedures is aimed at increasing 
recoveries of. werpayrrents ;n ttonfraud csses. Indian8 hdq en- 
couraged cmnties to obtain smrA claims court judguents fcr 
overpayaent amounts when reci?ientr either have no available 
income or asset8 or are no longer receiving AFDC, The Judgment 
allows the county at least 10 years after the recipient obtain8 
assets or income or goes off tim rolls in which L: recover such 
overpayments. 

Before June 1977 the Wisconsin Department of Flealth and 
Social Services did not believe it had statutory authority to 
require recipients to refund overpayments because the law then 
in effect was silent on the matter. State procedure8 provided 
that counties could rsguest that clients mat&, voluntary resti- 
tution on overpayments resulting frors client-caused errors 
because of the possibility that they werrr willful, either by 
automatic grant deductions or cash payments. On ovetpayments 

. 
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resulting from agency-caused errors, countiarr were to bring 
then to the climtr’ attention but repayment8 were not to 
be raqurrted, although voluntary refund8 would be accepted. 

fn June 1977 the Wisconsin legislature rerponded to a 
request from the dspurtsmt by passing a law giving it au- 
thority to collect ovarpayments , rubject to approval by the 
legirlature of regulation6 for recovering overpayments which 
occus 

-becsurs recipients fair to report chanqsr in income 
or other circurrtmc68, 

--while recipients are l ppsalfng agency decisions re- 
garding eligibility or grant liter or 

-bacaure of agency 6rror6. 

The dapartmsnt proporod rrgulationr to implement the law 
in October 1977 but they had not been approved as of Pubruary 
1970. Under the proporal, overpayments lady be recovered from 
person8 who are currently receiving APDC payments by reducing 
thsfr monthly grants, metapt that persons having no earned in- 
come will not have their. grant8 reduced unless the overpayment 
rerul ted from fraud. Cash recovery from those no longer on 
welfare roll8 will rtill be effected by agreement, but persons 
who do not voluntarily make repayments will be subject to 
legal action in the form of a court order to make repayment. 

;lowevsr , the prqpoaed regulations do not provide for se- 
curing judgments against recipients who have received over- 
payseats for reasons other than fraud and who remair, on the 
rolls but have no income or other resources. A Wisconsin 
official said it would be feasible to amend the ptoposed regu- 
lations to provide for obtaining a court judgment on these 
latter cares for collection later when income 3r assets bc- 
cone available or the client goes off the rolls. 

Although the State sets ova:811 policies for collection 
of overpayment6 , each county is responsible for making the 
actual collections. In Mlwaukse County the busines& office 
of the public aid department is responsible for collecting 
and accounting for overpayment refund6 caused by client or 
agency error . The State probation depart&ant in Milwaukee 
is responsible for collecting court-ordered repayments. 
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Neither department, however, has established formal 
collection procedures. The probation department waits until 
the client has assets before attempting collections. The 
collection efforts of the public aid department consist 
solely of sending out monthly billing statements to recip- 
ients whose addresses are known. It sends no followup let- 
ters requesting payment nor does it attempt to correct ad- 
dresses, other than by requesting corrections from case- 
workers. The latter action is not always effective and can 
needlessly tie up the caseworkers* time as the incorrect 
addresses can belong to people who are no longer receiving 
AFDC. The business office could take a more aggressive 
approach by contacting other sources, such as the post office, 
to attempt to obtain correct addresses for these people. 

While its current grant processing system identifies 
overpayments resulting from client- and agency-caused errors, 
the county has established accounts receivable only on the 
client-caused ones. Even though voluntary repayments were 
being made by some recipients on overpayments resulting from 
agency-caused errors, the totals of the overpayments were not 
known. To attempt to ascertain the total amount of overpay- 
ments outstanding, we had to review and analyze volumes of 
financial data. 

We estimated that overpayments outstanding in Milwaukee 
County as of December 31, 1977, classified by method of re- 
covery, totaled about $2.6 million as follows: 

Method of recovery Amount 
( OOmted ) 

Voluntary cash agreements : 
Client errors (note a) 
Agency errors 

Automatic grant deductions 
(both client and agency 

errors) 

Total overpayments 
outstanding 

c/Includes court-ordered restitutions. 

$1,463 
668 

450 

$2,581 
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During 1977 the county public aid department collected 
about $644,000 in overpayments. (See app. VIII for the 
amount of overpayments collected by the county during the 
years 1974-77,) Bowever, it made no effort to collec+ mer 
$1.1 million in outstanding overpayments as follows: 

Cause 

Client errors $ 436 
Agency errors 668 

Total $1,104 

The county did not attempt to collect the $1.1 Qillion 
because (1) it did not have current addresses for t3e clients 
who cause& errors and (2) under existing procedures, it could 
not collect on agency-caused overpayments. Those repayments 
which the county received on agency-caused errors were volun- 
tary on the clients' part. 

ACTIONS WHICH COULD IMPROVE 

Since 1973 Wisconsin's corrective actions have substan- 
tially reduced its APDC error rates. Further error reduc- 
tion should result from implementing the computer reporting 
network and the monthly recipient reporting policy. The net- 
work should reduce agency-caused errors because county person- 
nel will not need to individually interpret State policies, 
rules, and regulations. Monthly recipient reporting should 
reduce client-caused errors by requiring monthly reports to 
the State on changes in recipient status. Neither of these 
actions, however, will be fully operational until late 1980. 

Additional corrective actions might reduce Wisconsin's 
AFDC case and payment error rates in the meantime. Requiring 
all counties to verify client-supplied information, including 
income, a step taken by Indiana to reduce its AFDC errors, could 
be considered by Wisconsin for implementation if determined to 
be cost effective. Wisconsin might also consider the practic- 
ability of implementing those applicable cost-effective action 
strategies for reducing APDC errors identified in the recently 
completed HEW-funded study. 

In response to a mandate from the State legislature, the 
Wisconsin Department of Health and Social Services proposed 

- 
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regulations for recovering AFDC overpayments. While the pro- 
posed regulations seem reasonable , an additional provision 
implemented in Indiana, involving the use of court judgments, 
might be added to strengthen them. 

To help deal with welfare fraud, States should have a 
detection and prosecution program which includes (1) computer 
crosschecking of applicants to detect multiple applications 
and (2) effective investigation, prosecution, and overpayment 
collection systems. Although Wisconsin has a medical assist- 
ance computer file that includes all AFDC recipients, it has 
not required caseworkers to use the file to identify applicants 
who may already be receiving payments in another county. 

In Milwaukee County, understaffing of the fraud squad 
has created a large backlog of suspected fraud cases. Also, 
accounts receivable for overpayments resulting from agency- 
caused errors have not been established. Eaving this ac- 
counting control would enable the county to keep abreast 
of the magnitude of such overpayments, Efforts to recoup 
erroneous payments have been insufficient and will need to 
be strengthened to implement the proposed overpayment re- 
covery regulations, when approved. 

The following actions by the Wisconsin Department of 
Health and Social Services could help reduce AFDC errors: 

--Require, if cost-effective, all counties to verify 
eligibility information reported by AFDC applicants 
and recipients, particularly verifying with employers 
the income of working AFDC recipients. 

--Revise the employer reports to the State of wages for 
unemployment compensation purposes to show earnings by 
individual to permit comparisons of recipient-repor ted 
income with employer-reported wages. 

--Evaluate the cost-effective action strategies for 
reducing APDC errors identified in the recently com- 
pleted EEW-funded study and implement, if practicable, 
those that are applicable. 

The following actions by the State agency could improve 
efforts to detect and prosecute fraud: 

--Require caseworkers to use the medical assistance 
computer file to identify those receiving or applying 
for benefits in more than one county. 
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--Issue clarifying guidelines to county welfare agencies 
and county prosecuting attorneys to elaborate on de- 
tecting, investigating, and prosecuting AFDC fraud. 

The State agency could strengthen the proposed regula- 
tions for recovering overpayments by amending them to provide 
for obtaining court judgments against AFDC recipients who 
remain on aid and have no income or other resources for col- 
lection later wher the client obtains assets or income or 
goes off the rolls. 

In commenting on the first two actions to reduce AFDC 
errors, State officials said that: 

--Al though no studies had been made, they did not be- 
lieve complete verification of applicant information 
would be cost beneficial . We believe a study would 
be appropriate ‘so identify those aspects of verifi- 
cation that would be cost beneficial, particularly 
verifying income of working AFDC recipients with 
employer-repor ted wages. 

-They are considering changing the employer reports 
to permit crossmatches. 

The third action to reduce AFDC errors was not discussed 
with Wisconsin officials because the study report was not 
issued until after our fieldwork in Wisconsin was completed. 

Concerning the actions to deal with fraud, the officials 
did believe that it would be feasible to issue clarifying 
guidelines to elaborate on detecting, investigating, and pro- 
secuting AFDC fraud. Regarding caseworkers’ use of the medi- 
cal assistance computer file to identify those receiving or 
apply”ng for AFDC benefits in more than one county,,a State 
official said that followup procedures for identifying multi- 
ple applications using the medical assistance file will be 
developed and distributed to the counties. Be said that the 
purified medical assistance file will also be crossmatched 
against AFDC benefit files in bordering States to determine 
whether any recipients are receiving multiple benefits. 

Concerning the action to improve collection of over- 
payments, a State official said it would be feasible to 
amend the proposed regulations to provide for obtaining court 
j;Jgments against AFDC recipients who remain on aid and have 
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no income or other resources for collection later when the 
client obtains assets or income or goes off the rolls. 

The following actions by the Milwaukee County Board of 
Supervisors and County Executive could improve fraud detec- 
tion and collection of overpayments: 

--Increase the staff of the fraud squad to eliminate 
the backlog of cases and to remain current on inves- 
tigations of fraud allegations. 

--Improve accounting controls by establishing accounts 
receivable for overpayments resulting from agency- 
caused errors. 

-When the proposed overpayment recovery regulations are 
approved, establish formal collection procedures, in- 
cluding per iodis followup letters to and personal con- 
tacts with recipients to request compliance with agree- 
ments to refund overpayments. 

Milwaukee County officials generally agreed, but did not 
state what-actions they plan to take. 
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CRAPTER 4 

WAJOR APDC PROGRAM OPTIONS IMPLEMENTED BY 

WISCONSIN AND AFDC CASELOAD CHANGES 

. 

I . 

Title IV-A of the Social Security Act and related Fed- 
eral regulations specify the mandatory program criteria that 
must be included in each State's Aid to Families with Depen- 
dent-children plan to qualify for Federal financial partici- 
pation in assistance and administrative costs. In addition, 
the law and regulations provide program options which States 
may elect to implement. 

We reviewed the act and the Federal regulations which 
clarify and interpret the law to identify program options 
available to the States. Wisconsin officials also reviewed 
the Federal regulations and identified 23 options which they 
believed were available to the State. We considered 12 of 
the 23 options to be major because they appeared to have the 
most significant impact on the size and/or cost of the AFDC 
program in the State. Wisconsin originally adopted all 12 
of these options but has since dropped two of them. 

Of the 10 options currently in effect, 7 expand the 
size and/or cost of the program, 1 restricts eligibility, 
1 promotes administrative efficiency, and 1 relieves the 
counties of financially contributing to the cost of the 
program. Except for the unemployed fathers option of the 
AFDC programs the specific impacts of the options imple- 
mented by Wisconsin were not available. 

MAJOR OPTIONS CEIOSEN WHICH 
TEND TO EXPAND THE AFDC PROGRAM 

The following seven options selected by Wisconsin tend 
to expand the size and/or cost of its AFDC program. 

1. Providing AFDC assistance to needy children who are 
deprived of parental support because their fathers are unem- 
ployed is optional with the States. Wisconsin implemented 
the unemployed fathers option in 1971 to relieve some of the 
pressures on the non-federally funded general relief programs 
operated at the local level. Federal and State monies are 
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now being used to fund this caseload. Between July 1976 
and June 1977 the average monthly number of AFDC families 
in Wisconsin was about 67,000. Of this number, about 4,800 
families, or about 7 percent of the monthly caseload, received 
assistance because of the unemployed fathers segment. About 
10 percent of total AFDC payments made during this period 
were to unemployed fathers recipients. 

2. In determining the size of an assistance unit and 
the icorresponding grant amount, States have the option of 
including the needs of any essential person living in the 
same household as the AFDC family group but wba would not 
be eligible for assistance on his or her own. An example 
would be a grandmother whose widowed daughter and grandchild 
who are on AFDC live with her. The grandmother would be in- 
eligible on her own) but if she provided child care while the 
parent worked, she would be considered to be an essential 
per son. Wisconsin implemented this option more than 20 years 
ago and it increases program costs. 

3 and 4. Within certain limitations, States have op- 
tions as to when assistance must begin and when it must be 
terminated. Providing all eligibility requirctients are met, 
assistance can begin on either the first day of the month 
in which the application is received or 30 days after its 
receipt. Since 1969, Wisconsin has been providing assistance 
at the earlier date so that administrative processes do not 
prevent an eligible needy person from receiving assistance 
in the most timely manner. A State can continue to provide 
assistance for a temporary the period after eligibility 
ceases to exist. Since 1976, Wisconsin has continued asaist- 
ante to a family for up to 60 days after a spouse is released 
from an institution and after an unemployed father becomes 
employed until he receives his first paycheck. 

Implementation of these options increases program costs. 
In the case of the latter option , needy individuals are able 
to continue to have an income during a transition period 
while the eligibility condition is being overcome. 

5. Each State has the option of making protective and 
vendor payments to individuals other than a caretaker relative 
when the caretaker has shown an inability to manage funds in 
the best interest of the child. Wisconsin implemented this 
option and it increases AFDC administrative costs. 
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6. Each State has the option of disregarding assist- 
ance received from other agencies and organizations as long 
as no duplication exists between items included in the 
State’s need standard l/ and items for which recipients re- 
ceive payments from other agencies. Eowever, if the i terns 
are included in the assistance payment because the State 
pays less than 100 perrsnt of the need standard, other a- 
gency payments for thr.m can be disregarded. Wisconsin dis- 
regards payments from such sourcts as general relief, emer- 
gency fuellt and vocational rehabilitation agencies because 
(1) these payments are necessary to help meet emergencies, 
(2) it is beneficial to take advantage of other federally 
funded programs, and (3) they enhance the prospects of re- 
habilitating an incapacitated persm. This option increases 
program costs. 

7. In establishing its need standard, a State may ei- 
ther establish a flat amount to meet all identified needs or 
individually determine amounts for each need item included 
in the need standard. In 1975 Wisconsin established a total 
flat grant amount which varies only by family size. Selecting 
the flat grant option increased program costs, but such in- 
creases are partially offset by administrative savings and 
reduced errors in calculating grants. 

MAJOR OPTIONS CEOSEN WHICH RESTRICT 

Of the following three options Wisconsin adopted, one 
restricts APDC eligibility, one promotes efficient program 
administration, and one relieves the counties of a financial 
burden. 

1. When determining an appli&nt’s need, the State can 
specify the amount and types of real and personal property, 
including liquid assets (in addition to a home, personal ef- 
fects, an automobile, and income-producing property ) that can 
be retained by the applicant , except that the amount retained 
may not exceed $2,000 for each individual recipient in the 
case. In 1975 Wisconsin established a liquid asset reserve 

L/The need standard is the monthly amount, baGed on family 
size, which States consider necessary to cover the cost, 
of essential items such as food, clothing, shelter, and 
utilities. 

31 

I.. 



of $1,500 for an entire family. According to a State off i- 
cial, Wisconsin’s lower resource limitation reduces the AFDC 
caseload and program costs, 

2. At the option of each State, additional eligibility 
conditions that are not inconsistent with the Social Security 
Act ~66 be imposed on applicants for APDC assi6tance. Wis- 
consin has implemented four additional eligibility require- 
ments which help to promote more efficient APDC program ad- 
minisEfation. 

(1) 

(2) 

(3) 

(4) 

3, 

x home visit must be made befare asbirtance ir 
granted. 

The APDC application must be 6igned in the pre- 
6ence of aacounty welfare agency official. 

The State and/or the county welfare agency has the 
right to recover money from a third party who may 
b6 liable for damages to another party which te- 
sulted in that party receiving public as6istance. 

The county agency may require a parent to perform 
such remunerative work a6 the parent can do, in 
the agency’s judgment, without resulting in a de- 
triment to the parent’6 health or in neglect of 
the children. 

In funding the State share of the AFDC program - . costs, States have the option of using only State monies 
or requiring local governments to share in program costs. 
Since 1975, Wisconsin ha6 not required local funding of 
assistance or administrative costs. 

MAJOR OPTIOWS DROPPED 

1, Assistance may be provided to individuals between 
ages 18 and 21 if they are regularly attending any type of 
school or are receiving vocational or technical training. 
Wisconsin stopped providing asliistance to individuals 18 
and ov6r in 1969. This reduces the number of individual6 
receiving assistance and program COStB. 

2. Providing emergency assistance to needy families 
with children as specified in the Social Security Act is 
optional with the States. At one time, Wisconsin par tici- 
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pated in the federally-supported Emergency Assistance Pro- 
gram but withdrew from the program in December 1975 because 
of a court decision holding that the scope of Wisconsin’s 
program was too limited. After withdrawing from the Federal 
progrm, Wisconsin decided to continue its limited emergency 
assistance program for eligible people who are victims of 
fire, flood, or natural disasters with its own funds. Since 
Wisconsin now funds its own emergency assistance program, 
this reduce6 AFDC program costs. 

CNANGES IN WISCONSIN’S AFDC 
mm976 

SEW statistics show that the average monthly number of 
Wisconsin APDC f-flies increased between calendar years 1966 
and 1976 from 11,239 to 64,400, or an increase of about 473 
percent. The largest annual percentage increase (32 percent) 
occurred between 1970 and 1971 which a Wisconsin official 
said was due to poor economic conditions. Details of case- 
load growth are shown in the following table. 

Calendar Average monthly 
w number of families 

1966 
1967 
196’3 
1969 
1970 
1971 
1972 
1973 
1974 
1975 
1976 

11,239 
13,733 

2fZ 
g : ;2’; 

39:839 
42,888 
47,600 
57,900 
64,400 

Annual increase 
Number of 
families Percent 

2,494 ;2 
4,117 30 

3,475 2,417 1’91 

7,681 8,416 :; 
3,049 8 
&712 11 

10,300 22 
6;SOO ’ 11 

HEW figures for the first 6 months of 1977 show that the 
averag’e monthly number of AFDC families was about 69,300. 

A State official said that Wisconsin’s AFDC caseload 
has grown because of various legislative, social, and eco- 
nomic changes which have taken place during the last few 
years. According to this official, two major legislative 
program changes have contributed to the increased number 
of APDC families: (1) as previously stated, the implemen- 
tation of the optional provision of assistance to children 
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whose fathers af@ unemployed and (2) as will be discussed 
in chapter 5, the implamentaticn of the mandatory $30 and 
one-third incose disregard work incentive provision. 

The official also cited the following circumstances 
as probable cause6 for increases in Wisconsin96 total AFDC 
caseload 1 (1) providing AFDC benefits to families with step- 
fathers in the hame, (2) the incfeare in recent years in the 
number of unmarried mothers receiving assMance, and (3) the 
rising unemployment rate in the State which has forced people 
to look to welfare for support when their resources are used 
up* 

WISCOWSIW AFDC RSCIPIBWTS 

As requested, we attempted to determine the percentage 
of WisconeinDs population under age 18 who were MDC recip- 
ients during 1972-74. Census information on the school-age 
population in Wisconsin was obtained from the Department of 
Public Instruction and is considered by State official6 to 
be the best available. Bowever, this data included children 
through age 19. The State compared the census data to statis- 
tics on recipients through age 17 obtained from it8 quality 
control random sample8 of APDC cases. The fesu~ts are shown 
below. 

Census f igufes Quality control figures 
Year through age 19 throuqh age 17 Pefcen t 

1972 11562,632 93,140 1973 1,537,219 96,oj3 f 
1974 1,501,748 105,493 7 
1975 1,485,771 116,515 8 
1976 1,450,513 124,308 3 

As Shown, the percentage of Wisconsin's schooi-age pop- 
ulation who were APDC recipients increased about 3 percent 
between 1972 and 1976. The percentage say be somewhat under- 
stated because the census figures include 190year olds. Sta- 
tistics obtained from a 1977 Congressional Research Service 
paper on current welfare program data showed that 9.67 pef- 
cent of Wisconsin’s children under age 18 were APDC recipients 
in July 1976. 
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CEAHGES IN TEE NATIONAL APDC . 
6 

EEW statirticr show that the average monthly number of 
AFDC familier nationwide increased between calendar years 
1966 aad 1976 from 1,067,532 to 3,563,500, or an increase of 
about 228 percent. During thir 8-e period, Wirconrin exp6- 
rienced a 473 percent incteare in it8 AFDC caseload, which 
was the fifth highest pageantage increare of the States, the 
District of Columbia, and the territories. (See app. I.) 

The number of AIDC fmilies nationwide l 6ch month tend6 
to be a dynamic and ever-changing figure becrure it is af- 
fected by complex variable6 which work togrtber in different 
ways to c6u8e the rubsequent caseload trendr. Since the in- 
ception of the AIDC program , the caseload has continued to 
rise. !l!he growth rate, however, ha6 fluctuated, being more 
stable during rome time p6riodr and more erratic during 
others. 

In general, the growtb of the nationwide APDC careload 
has resulted from several factors over-the years such asr 
(1) demographic changes --child population increases, mobility, 
and migration, (2) economic changer-rising standard8 of 
living and unemployment rates, (3) sociological changes- 
increasing teenage marriages and more broken homes, and (4) 
administrative, judicial, and legirlative program changes. 

One of the major contributor6 to the increase in the 
national AFDC caseload during the last decade was the imple- 
mentation of the legislatively mandated income disregard 
provision which requires the States to disregard the first 
$30 plus one-third of the remainder of recipients’ monthly 
earning8 when determining the amount of assistance that a 
family with earnings would receive. The provision was in- 
tended to function as a work incentive. However, it has 
allowed more families to continue to receive assistance In 
cases that normally would have been closed because of higher 
incomes. A related factor, the legislatively mandated dis- 
regard of reasonable work-related expenses from earned income 
before calculating the grant amount, hau also contributed to 
the sustained caseload and assistance coat increases. These 
factor8 are discussed more fully in chapter 5. 
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CBAPTtR 5 

BPPEcTIvEm88 OP TEB APDC momAn 

The Aid to Pamiliea with 08pmdent Children program is 
one of several aaaiatance pkograma which have some type of 
work incentives to l timulrt~ recipient employment. Since for 
practical purposes fn the APDC progru. work incentives refer 
to income diaregarda , they are used interchangably fn this 
rrport. 

A number of l tudira of the impact of the APDC incoao dia- 
regard provisions on recipient work reaponaa provide mom* @vi- 
dence that recipient employment rates in the areas studied did 
increase aa a coault of these provisions. flowever, the l tudiea 
also found that recipients did not work theaselves off the wel- 
fare rolls, the major intent of the incentive provisions, which 
resulted in increased caaeloada and progr_up coats. 

Our sampha of working APDC mafpienta in California and 
Wisconsin show essentially the ame result. The APDC program 
income dirregarda are not achieving the arjor intended purpose 
as envisioned by the Congress in eithor State. 

The ueaknesaea of the currmt APDC income diaregarda have 
been wide1 y recognized. Some 17 bills, which in part would 
change there provisions, have been introduced in the 95th Con- 
gress, but final action had not been taken on an 
of May 1978. T 

of then as 
We tested the effect of thm provia ona at oner 

the Preaident’z welfare reform proposal, on selected APDC cases 
in California and Wiaconain and found that welfare grants 
would generally be reduced or eliainatetd. 

EtBACTCEWT OP APDC 

In the Public Welfare Aaendaenta of 1962 (Public Law 
870543), the Congress enacted reveral provisions designed 
to help reverse the increasing APDC caseload trends by en- 
couraging amployaent activity among APDC recipients. By 
authoti.:ing a wide range of social services and training, 
the Congress attempted to help families achieve self-support 
or self-care and to maintain and strengthen faaily life. 
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In addition, the 1962 amendments provided that effec- 
tive July 1, 1963, any onpensrs reasonably attributable to 
the earning of income had to be considered in all States 
when determining need and the amount of the arrrfstance pay- 
ment for a working welfare reCipi8nt. Thir did reduce 8ome 
of the financial burden placed on a working recipient, but 
after the recipient’8 income wa8 reduced to conrider realon- 
able work-related l xpen8e8, the remaining income was applied 
dollar for dollar agehrt the wolfUro grant. 

By 1967, the Congrorr became extremely concerned with 
the rapidly increasing number8 of pro?18 on the wolfaro 
folft, the increrring cost8 to the taxpayer8 a88OCiatOd 
with thir Ca80lOad growth, and the fact that more familie8 
had not achieved indopondence and rolf-ruppott since the 
enactment of the 1962 amendmont8. Therefore, the Congress 
believed that further and more definitive action wa8 needed. 

tie Social Security Amendmont8 of 1967 (Public Law 900 
248) wore enacted with the firm irrtent of reducing the APDC 
roll8 by restoring more families to employment and self- 
reliance, thu8 reducing the Federal financial iniolvomen t 
in the program. The change8 included a requirement that 
all State8 have an earnings exemption to provide incentives 
for work by APDC recipients , allowing recipients for the 
firet time to keep a portion of their earned income. Thi8 
provirrion, effective July 1, 1969, requires that the first 
$30 a month of the total earning8 of a child who is not a 
full or part-time atudont and of any other individual in 
the hour8 who80 need8 are conridered in determining the APDC 
grant, plus one-third of the remainder of 8UCh monthly earn- 
ingr, must be disregarded in computing the grant amount. In 
addition, the work-related oxpon8o deduction ostabliehed by- 
the 1962 amendments was continued. 

The Congress believed that the key element needed in a 
program of work and training for arristance recipient8 wa8 
an incentive to take employment and to increrse their earning8 
to a point where they become relf-supporting I If all the 
earnings of APDC recipient8 are deducted from their assistance 
payment8, they have no gain for their effort. Eiefore imple- 
mentation of the income dirregard provirrion, APDC recipients 
in many State8 had the amount8 of their wages directly applied 
against their welfare grant8, reducing them dollar for dollar. 

The intent cd the Cmgreas in establishing the incrae 
disregard provfsion wa8 two-fold: 

37 



1. To create an incentive which would encourage APDC 
recipients to obtain employment and increase their 
earnings. 

2. To reduce the AFDC caseloads and related costs as 
the subsequent increases in AFDC recipient employ- 
ment and earnings became substantial enough for 
them to become self-sufficient and self-supporting. 

RESULTS OF STUDIES ON THE IMPACT 
aF THE INCOME DISREGARD PROVISIONS 

Co assess, to the extent possible, whether the income 
disregard provisions have met the intent of the Congress, we 
reviewed five studies which had the objective of measuring 
the impact of the income disregard provisions on the work 
response of AFDC recipients. We selected these sttidie= after 
discussions with an HEW official knowledgable on this isroe 
and consideration of information obtained through a litera- 
ture search of the issue. Although other studies exist which 
address this issue to some degree, the five studies chosen 
for review were deemed to be the most comprehensive and sig- 
nificant which dealt directly with the impact of the income 
disregard provisions. The studies revieued were: 

1. A Study of the Impact of the Income Disregard: Final 
Report. Prepared by InterStudy, November 1975. 

2. Effects of a Financial Incentive on AFDC Employment: 
Michigan's Experience between July 1969 and July 1970. 
Prepared by Gary Louis Appel, Ph.D., March 1972. 

3. Welfare Work Incentives-The Earnings Exemption and 
Its Impact upon AFDC Employment, Earnings, and Pro- 
gram Costs. Prepared by Vernon K. Smith, vichigan 
Department of Social Services, 1974. 

4. The Effects of Changes in the AFDC Program on Effec- 
tive Benefit Reduction Rates and the Probability of 
Working. Prepared by Douglas L. Bendt, Mathematics, 
Inc., Policy Studies Group, August 5, 1975. 

5. Effects of the Earnings Elremption Provision upon the 
Work Response of AFDC Recipients. Prepared by Na- 
tional Analysts, Inc., May 1972, 

Studies 1, 4, and 5 were funded by HEW. The others had no 
Federal funds. 
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A detailed evaluation of these studies was not possible 
due to time constraints and their sheer volume. Accordingly, 
we concentrated our review on the methodological data pre- 
sented in the studies in relation to the findings and did 
not attempt to obtain the original raw data used by the re- 
searchers. (See app. .1X for a summary of each study.) 

Study conclusions 

Three of the five studies reviewed concluded that em- 
ployment rates among AFDC recipients did increase in the 
study areas during the periods studied, thereby accomplishing 
one intent of the income disregard provisions as envisioned 
by the Congress. These studies stated that the increases in 
APDC recipient employment rates which occurred seemed to be 
due, in varying degrees, to the effects of the income disre- 
ga:d provisions. The fourth study offered only weak support 
for the hypothesis that the proportion of working AFDC moth- 
ers increased during the study period. Some States included 
in this study showed consistent and significant increases, 
while other States showed decreases. The fifth study, which 
concentrated on AFDC recipients* awareness of the income dis- 
regard provisions, found that employment rates significantly 
increased in only 1 of the 12 areas studied during the study 
period . 

Three studies found thst the average monthly earnings of 
some of the employed AFDC recipients increased during the re- 
spective study periods, althc1-?qb the increases could not be 
directly rela’,ed to the w ‘izk incentive provisions in all cases. 
The other two studies 013 ‘lot specifically address changes in 
recipients’ average xnthly earnings. I 

Despite some increases in emplo?ent, all the studies 
basically came to the same general c xlusion that the income 
disregard provisions did not succeed in causing welfare recip- 
ients to become so self-smicient and self-supporting that 
they were able to terminate from welfare. That is, the provi- 
sions did not result in reducing AFDC caseloads and costs, the 
major intent as envisioned by the Congress. There was an in- 
crease in the level of income which a recipient could earn and 
still maintain eligibility for AFDC. Therefore, it was more 
difficult and unlikely for an AFDC recipient to work his or 
her way off welfare. 
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Study 1 imitations 

In each study reviewed we noted limiting factors. Some 
of the limiting factors were the size of the AFDC populations 
studied, time periods covered, failure to assess recipients’ 
attitudes and awareness concstning the work incentive provi- 
sions, and limitations in the data used. Eiowever, none of 
the individual study limitations cast serious doubt on the 
validity of the overall conclusion that, in the areas studied, 
the income disregard prosisions did not reduce welfare case- 
loads and costs as intended by the Congress. 

We believe differences among State AFDC program opera- 
tions make it difficult to generalize the results of these . 
studies to the Nation as a whole. Each State’s administra- 
tive practices, benefit levels, employment opportunities, 
treatment of work-related expenses to some extent, and over- 
all welfare philosophies differ. Also, it has been shown 
that activities in individual counties within a State can 
differ. Further, AFDC recipient attitudes toward work are 
difficult ta measure accurately in a complex environment. 

Besides reviewing these studies, we obtained direct 
evidence of the income disregard provisions’ impacts by 
making limited reviews in California and Wisconsin. By se- 
lecting and examining recent cases of working APDC recipi- 
ents in one county in each State and by analyzing available 
broad-based caseload data in each State (discussed on the 
following pages), we conclude that the income disregard pro- 
visions of the AFDC program’ are not fully achieving their 
purposes in either State. We have no reason to believe that 
the results of a comprehensive review of this subject in 
either State would be significantly different from the re- 
sults indicated by our tests, which are similar to those 
reported by the studies we reviewed. 

EFFECT OF INCOME DISREGARDS 
ON CALIFORNIA’S AFDC PR- 

Based on a statewide tar ;om sample conducted by Cali- 
fornia of its AFDC-Family Group cases receiving assistance 
in July 1976, the results of which were projected statewide, 
59,373 of the 412,310 total AFDC-Family Group cases (14.4 
percent) had some earned income in July 1976. Of the cases 
with earned income, about 77 percent earned less than $500 
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during the month. However, 1,247 cases, or about 2 percent, 
had earned incomes of $800 or more during this month. 

To determine how recipients with earnings of $800 or 
more per month could continue to receive AFDC assistance, we 
obtained from an AFDC office in Contra Costa County a list 
of 32 cases which had monthly.incomes ranging from $800 to 
$1,694. We reviewed the files of five of these cases to de- 
termine how this situation could occur. The following table 
shows the monthly income , the income disregards applied, and 
the grant amounts awarded for the five cases. 

AFDC Cases with Substantial Incomes 

(1) (2) (3) (4) (5) (6) (7) 
Income disresards 

Income 
Work- not dis- Grant 

Monthly $30+ related Total May. regarded awarded 
Case income l/3 expenses (2)+(3) grant (l)-(4) J5)-(6) 

1 $1,589 $549 $ 813 $1,368 $423 $221 $202 

2 1,513 524 1,018 1,542 356 0 356 

3 926 329 511 840 356 86 270 

4 1,156 405 238 643 543 513 30 

5 835 298 316 614 356 221 135 

Based on our review of the above cases, it ;ippears that 
the disregard for work-related expenses was an important fac- 
tor in allowing recipients to continue receiving grants. For 
example, in case t2, the recipient's $1,018 in work-related 
expenses was the primary reason she was able to disregard all 
of her $1,513 income and still receive a full $356 grant for 
herself and her two children. Her work-related expenses con- 
sisted of (1) union dues, social security, and State and Fed- 
eral tax deductions totaling $439, (2) transportation expense 
of $359 lJ, and (3) child care expenses of $220. 

A/Computed based on a commute of 126 miles a day at 15 cents 
per mile for 19 days. 
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EFFECT OF INCOME DXSREGARDS 
ON WISCONSIN'S AFDC PROGRAM 

According to a State official , Wisconsin does not main- 
tain statewide statistics on the number of AFDC recipients 
with earned income. However, the official said that, based 
on statistics obtained during the AFDC quality control re- 
views in Wisconsin, the percentage of recipients with earned 
income ranges from 23 to 28 percent of the total caseload, 
with the average being around 25 percent. 

In addition, information obtained for November 1977 
through Wisconsin’s computer reporting network, whose data 
base contained 4,371 cases from Wood, Xenosha, and Dane 
Counties, showed that 1,324 or 30.3 percent of the cases 
had earned income. Of these, 17 had incomes between $1,000 
and $1,253 per month and 1 had an income of $1,788 for the 
month. If this is an adequate sample to be projected state- 
wide (State officials indicated that this has not yet been 
verified), 200 to 215 AFDC families in Wisconsin would have 
incomes between $1,000 and $1,253 a month. 

To obtain more information on the effects of income 
disregards on Wisconsin’s AFDC cases, we obtained estimates 
prepared by Milwaukee County of its July 1977 AFDC cases 
having earned income from wages (projection based on June 
1977 actual data). The distribution of the cases for this 
period was as follows: 

Total caseload 

Number of 
cases 

22,326 

Percent 

100.0 

Cases with wage income 4,569 

$100' 
200 
300 
400 
500 
600 
700 
800 
990 

- $ 99 182 
- 199 407 
- 299 556 
- 399 740 
- 499 1,027 
- 599 800 
- 699 511 
- 799 229 
- 899 78 
- 999 i/ 39 

20.5 ’ 100.0 

t:; 
12.2 
16.2 
22.5 
17.5 
11.2 

E 
.8 

s/Due to computer program design, cases with earnings over 
$999 per month are counted in this distribution. 
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As indicated, 20.5 percent of the total county caseload had 
earned income from wages. Of the cases with earned income, 
63.8 percent earned less than $500 for the month, 33.7 per- 
cent earned between $500 and $800, and 2.5 percent earned 
$800 or more. 

We then reviewed 16 case files for *families having 
earned income who were also receiving APDC assistance during 
August 1977 as follows: 5 cases with earned income greater 
than $900, 3 cases with earned income between $800 and $899, 
and 1 case with income in each $100 strata ranging from $0 
to $799. We reviewed August cases because in July 1977 the 
State’r work-related expense deduction percentage was changed 
from a flat 21 percent to 18 percent of gross income. Since 
the 18 percent work-expense deduction did not become effec- 
tive in Uilwaukee County until August 1977# we believed that 
the August caseload would be more representative of the cur- 
rent situation in the county and would still be close enough 
to the overall statistical data obtained for July 1977. 

The results of the cases reviewed are presented in the 
following table. 
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Work-related 

Case 
no. 

years on 
expenses 

Non- 
A;,D;l:;ars Monthly $30 + l/3 

Y earnincs exemption 18% 

11/6 $1,029 $363 $185 
4/4 1,013 358 182 
8/4 935 332 168 
7/5 909 323 163 
8/5 905 322 
8/4 844 301 

c/208 
152 

5/4 837 299 151 
19/10 836 299 150 

g/4 788 283 142 
l/6 655 238 
5/4 508 189 

k/138 
91 

5/5 s/500 187 
l/l 339 133 iP 

14/l 203 88 
10/l 100 53 1: 

8/3 80 47 14 

Child 
care 

$352 
276 

100 
113 
137 
226 

2:: 
100 
167 

Total 
exempt ion 

$900 
816 
500 
586 
643 
590 
676 
449 
506 
607 
380 

444 194 
125 

211 

----- 

prant income 

$508 $129 
371 197 
631 435 
549 323 
315 262 
371 254 
371 161 
442 387 
371 282 
508 
315 

371 371 1:: 
315 78 

371 371 1”: 

Averages for the 16 cases: 

7.7/4.2 3.6 

c/Itemized takes which exceeded 18 percent of gross eacnings. 

g/Equals 21 percent of gross earnings because client was not timely notified of 
July 1977 policy change to 18 percent. 

c/Rounded up from $499.97. 

Grant 
award 

$379 
174 
196 
226 

1:; 
210 

55 
89 

460 
187 
315 
226 
237 
342 
352 
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As shown in the table, the 16 cases remained on the 
AFDC rolls even though they all had monthly earnings. Case 
#l shows that even though the family had earnings of $1,029 
for the month of August 1977, $900 or 87 percent of this in- 
come was disregarded due to the $30 and one-third exemption 
plus the work-related expense deduction. Because of the dis- 
regards, this family wan still able to receive an APDC grant 
of $379 for the month. 

As an additional analysis , we applied the current AFDC 
work incentive provisions to earned income in Wisconsin, 
asacmfng that work-related expemes except child care would 
not %xcead 18 percent of monthly earned income. The following 
table shows for given amounts of allowable child care costs 
our calculation of the theoretical earned income levels at 
which the AFDC grant would be zero. 

Monthly child 
care coats 

Earned income amount 
at which APDC grant is zero 

Monthly Annually 

$108 $1 ix 
$;;A;;*;~ 

200 1:360:18 16:322:17 
300 11565.65 18,787.76 
400 1,771.12 21r253.34 

Both State and Milwaukee County personnel said that the 
income disregard provisions have not been successful in re- 
moving recipients from the AFDC rolls. State officials are 
aware of this situation and indicated that other alternatives 
to the work incentive problem are being considered in Wiscon- 
sin which would better neet the State’s program needs and 
wdiild help simplify program administration, but provided no 
details. 

LEGISLATION PROPOSED TO 
SS 

The weaknesses of current AFDC income disregard provi- 
sions have been recognized by program officiais and by the 
Congress. Some 17 bills, which in part would change the in- 
come disregard provisions, have been introduced in the 95th 
Congress, but final action had not been taken an any of them 
as of May 1978. 
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To determine the effect of the provioions of one of 
these proposals on welfare grants, we selected the provi- 
sions of the President’s welfare reform proposal and applied 
them to selected cases in California and Wisconsin. This 
proposal, entitled the l Better Jobs and Income Act’ (H.R. 
9030 and S. 2084), was introduced on September 12, 1977, to 
consolidate three existing Pederal welfare programs--APDC, 
Supplemental Security Income, and Food Stamps-into one cash 
assistance program and to provide for public service jobs if 
private ones could not be found. Current incore disregard 
provisions would be replaced by a comprehensive program re- 
quiring that able-bodied recipients work and providing new 
financial work incentives. lJ 

The proposed income disregards vary as described below: z/ 

For family units expected to work 

-a basic monthly disregard of $316.67 (however, there 
is an offsetting grant reduction of $158.34); 

-child care costs for family units with children under 
age 14, limited to $150 a child per month and $300 a 
family unit per month; and 

--SO percent of earned income in excess of the basic 
disregard and child care costs described above. 

For family units not expected to work 

-child care costs as described above and 

&/Basically, work would se required of able-bodied recipients 
who do not have to care for dependents. For example, the 
adult in a single-parent family with a child under age 7 
would not be required to work , whereas an adult in a single- 
parent family with no dependents under age 7 would have to 
register for and accept work or training if it were avail- 
able to avoid a grant reduction. 

z/These are the disregards for recipients receiving Federal 
benefits only. In States which supplement Federal benefits, 
recipients’ grants may be reduced by increased percentages 
of earned income-- by not more than 70 cents on the dollar 
for those not expected to work and not more than 52 cents 
on the dollar for those expected to work. 
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--SO percent of earned income in excess of child care 
co.sts. 

To determine the potential impact of the welfare reform 
income disregards, we applied them to the five substantial 
income casea we reviewed in Contra Costa County, California. 
In our analysis , we assumed that ( 1) the l-month income used . 
as a basis for computing current income disregards would be 
the average for the proposed 6-month retrospective accounting 
period, (2) tha State would supplement the proposed Federal 
benefit levels to current APDC grant levels, and (3) the 
State would allow a SO percent income disregard rate. We 
found that none of the cases would receive grants under the 
proposed Better Jobs and Income Act. The elimination of work- 
related expenses as a disregard was a significant fact-r in 
eliminating the grant awards. 

We also applied the welfare reform income disregard 
provision to 26 other current Contra Costa County AFDC cases 
which generally had more moderate monthly incomes--an average 
of $540. A6 a result, recipient grants were reduced in 21 

- cases, eliminated in 4, and remained the same in 1. The 26 
grants were reduced an average of $83 each. In the nine 
cases where the grant nab reduced by $100 or more, the aver- 
arje gross income was $76 more and work-related expenses were 
$97 higher than the average. 

In addition to eliminating the grants to AFDC recipient6 
with substantial incomes, it appears that the prqosed welfare 
reform legislation would reduce the grants of those with more 
moderate incomes. Further, the reduction in grants would be 
greater for those recipients who claim higher work-related 
expsnses. 

We also applied the welfare reform income disregards to 
the 16 cases selected in Wilwaukee County, Wisconsin, under 
the same assumptions used for the California cases. As a 
result, recipient grants were reduced by about $24 to $311 
in 15 cases, and eliminated in 1 case. As in the California 
cases, the elimination of work-related expenses as a disregard 
was a significant factor in eliminating the grant award in the 
one case. 

As can be seenr recipients have legally remained on wel- 
fare while earning substantial incomes, largely because of 
the combined effect of these two income disregard provisions. 
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APPENDIX I APPENDIX I 

CHANGES IN WISCONSIN'S APDC CASELOAD 

EWEEN CALENDAR YEARS 1966 AND 1976 

COMPARED WITR ALL GTRER JURISDICTIOWS 

Jurisdiction 

New Rampshire 
South Carolina 
District of 

Columbia 
Guam 
WISCODSIN 

_ Hichfgan 
Virginia 
Indiana 

i%E 
Vermont 
New Jersey 
Texas 
Georgia 
At kansas 
Illinois 
Ohio 
Massachusetts 
Maine 
Nevada 
Delaware 
Washington 
Virgin Islands 
Missouri 
Pennsylvania 
Tennessee 
Connecticut 
Maryland 
Kansas 
Alabama 
Kentucky 
Minnesota 

(11 (2) (3) (41 

Aver age 
monthly 
caseload 
for 1966 

Avorag8 
monthly 
camload 
for 1976 

Increase/ 
(decrease) 
(2) - (1L 

Porcen tage 
increar8/ 

tdocreare) 
-(3) 4 (ii 

1,214 8,600 7,386 608 
6,667 45,200 38,533 578 
4,757 31,200 26,443 556 

148 900 752 
11,239 64,409 53,161 
37,681 208,100 170,219 
11,271 59,300 48,029 
11,239 57,900 46,661 
8,386 40,400 32,014 
3,525 16,600 13,075 
1,531 7,200 5,669 

29,043 136,100 107,057 
21,799 102,000 80,201 
21,097 94,100 73,003 
7,650 33,600 25,950 

53,189 229,300 176,111 
44,867 189,800 144,933 
27,638 116,400 88,762 

5,158 19,900 14,742 
1,379 5,000 3,621 
2,903 10,200 7,297 

14,159 49,300 35,141 
321 1,100 779 

25,999 88,800 62,801 
58,121 198,000 139,879 
20,573 68,600 48,027 
12,913 42,500 29,587 
21,973 72,300 50,327 
8,357 26,500 18,143 

17,179 53,000 35,821 
21,228 65,500 44,272 
14,461 44,600 30,139 

508 
473 
449 
426 
415 
382 
371 
370 
369 
368 
346 
339 
331 
323 
321 
286 
262 
251 
248 
243 
242 
241 
233 
229 
229 
217 
208 
208 
208 
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APPBWDIX I APPENDIX I 

(1) 

Average 
monthly 
camload 

Jurisdiction for 1966 

Uontana 2,OBS 
Alaska 1,305 
California 
Iowa Y?%! 
Rh~i~t~and 6:252 

24t684 
Wew York 140,064 
Worth Carolina 2Sr971 
gf~-;pi 20t833 

12#500 
Idaho 2,601 
South Dakota 3,262 

:zr 
4,646 

wew u~xico 
31,823 

7t600 
utab St500 
iiottb Dakota 2t036 
Wyoaing lt125 
Arizona 9,665 
Oklahoma 
West Virginia X% 
Puerto Rico 45:134 

Average-all 1,087,532 3,363,500 

6,400 
3t900 

468,100 
31,000 
17,000 
6ftOO0 

373tooo 
68,800 
s4tooo 
32p200 
6t700 
8,300 

llt600 
78tSOO 
18tdOO 
12,600 

4t600 
21400 

19 # 200 
28,000 
21t800 
43,900 

(2) 

Average 
man tbly 
careload 
for 1976 

(31 

Incraase/ 

4#315 
2,395 

308,394 
19t917 
10,748 
42,316 

232t936 
42t 829 

x 
4:099 
St038 
6t954 

tx %3 
7:roo 
2tS64 
It275 
9,535 
8,230 

(106) 
(lt234) 

2,475,968 

(4) 

Petcen tage 
increase/ 
Idecreaael 
j3, i-cl,- 

207 
199 
193 
180 
172 

z: 
165 

::eg 

Et 
150 
147 
142 
129 
126 
113 

if 
i.5) 

(31 

228 

. 
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APPENDXX II APPENDIX IX 

COnPARISON O? 

WISCONSIN'S CEILD SUPPORT COLLtCTIOWS 

WIT8 m88R STAT88 IN 88w mGIoll v 

AIM: dollar collectiona tire81 mar 1977 - 
Rank First Second Third Fourth 

(note a) uuartet Qtlatter State 
-p 

Michigan 1 

Ohio 7 

Wfsconrin 8 

Hinnrrota 10 

Indiana 13 

Illfnotr 14 

Hichigan 

Ohio 

Wisconsin 

bIinnerota 

Indiana 

111 inois 

$14,216 $16,027 $17,119 w$17,000 $64,362 

4,946 3,939 5,643 4,942 19,470 

4,313 4,237 5,278 6,654 19,382 

2,632 2,956 2,778 2,917 11,283 

1,757 1,887 2,130 2,047 7,821 

1,542 1,867 2,241 2,134 7,784 

Number of A?DC cases collectrd on 

First second Third Pourth 
gu8r tar war tar guar tar ymr tar 

54,160 54,160 56,769 g/56,000 

56,561 33,092 52,333 47,227 

14,467 13,522 14,263 17,444 

12,163 14,723 14,804 16,059 

(cl (cl (cl (cl 

18,000 bJ16,600 22,300 bJ21,200 

SO 
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APPENDIX II APPENDIX II 

aJNationa1 ranking by total APDC child support collrctionr. 

bJc.tiute. 

cJfnforrrtien not available. 

; GAO note; Becrusa tbo tell rtrtirticr did not show the total 
numbor of child ruppect order8 rnd their dollar 
mount8 outotandinq 88 of fircrl year 1977, a 
State’8 WdleCtiOn p8EfOrKanCe cannot be l vrlurted. 

Saurcet HEW’8 Office of Child Support Enforcement 
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APPENDIX III 

Month 

January 324 450 

February 581 685 

March 362 497 

April 

May 

June 

July 

August 

September 369 214 

October 437 346 

November 

December 

Total 

APPENDIX III 

WISCONSIN PARENT LOCATOR SERVICE- 

NUMBER OF REQUESTS RECEIVED 

FROM COUNTIES AND OTHER STATES 

BY HONTB FOR 1976 AND 1977 

1976 t 1977 

380 251 

483 235 

328 462 

402 324 

393 324 

GAO note: Wisconsin sent 236 requests to the Federal Parent 
Locator Service in 1976 and 2,908 in 1977. 
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APPENDIX IV APPENDIX IV * 

APDC CASES WITH ERRORS 

AS A PERCENT OF TOTAL CASE? 

JANUARY-JUNE 1977 

Total cases 
Percent 

with errors 
(note b) 

1.3 

2; 
11.1 
12.3 
12.6 
13.0 

:3*99 
14:s 
14.7 
14.9 

'15.4 
15.9 
16.7 
16.8 
17.0 
17.2 
17.3 
17.7 
18.5 
18.6 
18.9 
19.2 
19.3 
19.3 
19.3 
19.5 
19.7 
19.7 
20.1 
21.4 
21.9 
22.0 
22.1 
24.4 

Ineligible Overpaid 
Jurisdiction 

Nevada 
No. Dakota 
Indiana 
Texas 
Oklahoma 
West Virginia 
Utah 
California 
Colorado 
Kentucky 
New Wexico 
Washington 
Florida 
Alabama 
Connecticut 
Louisiana 
So. Dakota 
Minnesota 
Tennessee 
WISCONSIN 
;Ohio 
Nebraska 
Rhode Island 
Wyoming 
Georgia 
:daho 
virgin Islands 
Kansas 
Mississippi 
Virginia 
Missouri 
Arkansas 
New Jersey 
So. Carolina 
No. Carolina 
New Hampshire 

cases 

.6 

.9 

?Z 
3:2 

::“2 
2.1 
4.8 

t:; 
4.4 
4.9 
4.9 
5.5 
2.0 
3.6 

S:i 
7.8 
5.6 

2:: 

I:; 
6.0 
5.1 
6.8 
4.2 
5.8 
6.8 

7:: 
3.5 
3.9 

cases 

f:: 
4.5 

66:: 
7.4 

i:: 
8.5 
7.7 
5.9 
7.2 
8.7 
6.1 
7.4 

1;:: 
9.0 

1::: 

E 

1::: 

1::: 

1::‘8 
8.2 

11.5 
10.7 

1::: 
12.5 
13.4 
15.3 

Undefipaid 
cases 

if5 

3:; 
2.0 

t:: 
3.3 

62:: 
2.9 
2.2 
4.9 
4.4 

i:: 
4.6 

t:: 
2.0 
5.3 
4.7 
2.4 
2.7 
3.4 
4.7 
3.7 

t:; 
3.6 
5.3 
4.5 
5.1 
5.3 
5.1 
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APPENDIX :V APPENDIX IV 

Rank 
(note a) 

iii 
39 
40 
41 
42 
43 

t’5 

as 
48 
49 
50 
51 
52 
53 

Percent 
Total cases 
with errors Ineligible Overpaid 

Jurisdiction (note b) cases cases 

Maine 
Ar isona 
Puerto Rico 
Oregon 
Iowa 
Massachusetts 
Hon tana 
Hichigan 
Delaware 
Vermont 
Pennsylvan ia 
Maryland 
Alaska 
Illinois 
Hawaii 
New York 
District of 

Columbia 

25.4 
25.5 
25.5 
25.9 
26.6 
27.2 
27.3 
27.7 
28.5 
29.9 
30.4 
31.7 
32.7 
33.6 
37.2 
38.9 

45.6 

Aver age-al 1 22.9 

t:: 
6.1 
2.7 

2: 

::6’ 

t:: 

Z:X 
13.4 
13.5 
10.0 

6.2 

11.7 

5.4 

15.5 
14.3 
14.3 
16.3 
15.4 
14.9 
14.4 
16.2 
10.1 
14.0 
19.3 
14.4 
11.5 
17.3 
20.7 
20.3 

26.2 

12.5 

Underpaid 
cases 

I:f 

::; 
6.2 ’ 

3:: : 

ii:; 
9.6 

iti 
7.8 
2.8 

1::: 

7.8 

5.0 

z/Ranking based on percent of total cases with error: 

k/The total does not always equal the sum of the col_-ns 
due to rounding. 

Source : HEW’s Social Security Administration, Office of 
Quality Assurance. 
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ERRONEOUS PAYWENTS AS A 

PERCENT OF TOTAL AFDC PAYMENTS 

Rank 
(note a) 

1 
2 

s 

6’ 

ii 
9 

if 
12 

:a 
15 
16 

;8’ 

5 
21 

ii 

;‘5 
26 
27 
28 
29 
30 
31 
32 
33 

JANUARY-JUNE 1977 

Percent 
Payments to 

ineligibles and I 
overpayments Payments to Over- Under- ’ 

Jurisdiction (note b) ineliqibles payments payments 

Nevada 
No. Dakota 
Indiana - 
Utah 
California 
Idaho 
New Mexico 
Oklahoma 
West Virginia 
WISCONS I1 
Colorado 
Nebraska 
So. Dakota 
Alabama 
Winneso ta 
Rhode Is1 and 
No. Carol ina 
Texas 
Connecticut 
Oregon 
New Han&ire 
Virgin Islands 
Florida 
Washing ton 
New Jersey 
Tennessee 
Kentucky 
Mississippi 
Virginia 
Kansas 
So. Carol ina 
Wyoming 
Iowa 

:; 
.7 

::1” 

f:: 
2.9 
3.1 
1.5 
2.9 

.6 

;:i 

3:s 
3.9 
4.1 
4.1 
4.5 

t:e’ 
4.8 
5.3 
5.4 
5.8 
5.8 
6.0 
6.0 
6.3 
6.3 
6.7 
6.7 
7.0 
7.1 
7.2 
7.2 
7.3 
7.4 
7.6 
7.7 
7.8 
7.8 
7.9 

1.4 
3.4 

2: 
2.6 
3.4 

::i 

2; 
4.3 
5.6 
2.4 
5.2 
4.5 
4.6 
3.9 
4.5 
3.9 
4.6 
4.2 

.6 

.2 

::: 

2: 
1.8 

2: 
1.6 

::9’ 

3:X 
2.3 

::i 
2.6 

42’!i 
3:o 
3.0 

1”:: 

?I 
2.8 
2.8 

::‘2 

i-1” 
3:7 

:: 
.6 

:f 
1.0 

:t 

:i 
1.0 

1:: 
.6 

1:: 
.2 

:: 

1:: 
.6 
.4 

1:: 

1:: 
1.1 

1:: 

:i 
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Rank 

Percent 
Paymen Cs to 

ineligibles and 
overpayments Payments to Over- Under- 

(note a) Jurisdiction 

34 Louisiana 

2 
Vermont 
Ar kaneas 

37 Puet to Rico 

:“9 
Missouri 
Michigan 

40 Delaware 
41 Pennsylvan ia 
42 Georgia 
43 New York 

1: 
Ohio 
Maine 

:; 
Arizona 
Rawaii 

:“9 
Maryland 
Massachusetts 

:!l 
Montana 
Alaska 

52 Distr !.ct of 
Columbia 

53 Illinois 

Average-all 

(note- b) 

Z 

X:3” 
9.5 

1::: 
10.4 
10.5 
10.5 
10.6 
10.7 
10.9 
11.3 
12.8 
12.8 
13.3 
16.7 

17.9 
18.6 

8.6 

ineliqibles payments payments 

4.3 3.6 l 7 
5.3 

4.8 $2 

.7 

22 
419 

t:: 

27” 
t:: :i 

1.3 
75:: 3:ii 3.3 .6 

85:: 5.4 ::t 

!:I 
f:‘2 :i 

7.9 ;:i :; 
9.5 2: 2.5 
8.4 .6 

1::: 6.6 4.4 E 

15:; t:“b 
1.5 

.5 

4.9 3.7 .9 

&/Ranking based on percent of total payments to ineligibles and 
over payments . 

;/The total does not always equal the sum of the columns due to 
rounding. 

Source : HEW% Social Security Administration, Office of Cuality 
Assur ante . 
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INFORMATION ON WISCONSIN’S APDC PROGRAM 

RECIPIENT ELIGIBILITY 

The State Department of Health and Social Services has 
established the criteria and the process for determining eli- 
gibility for Aid to Families with Dependent Children. Each 
county can, at its option, determine eligibility based on the 
applicant’s statements if they seem credible or require veri- 
fication against applicant-supplied documents or information 
from other sources. State officials could not identify which 
counties used which method. Under either method, the county 
agency usually has 30 days to process the application and 
either approve or deny aid. 

The Milwaukee County Board of Supervisors passed a ce- 
solution in 1973 requiring use of the verification method. 
An applicant must produce such documents as social security 
cards, birth certificates, marriage certificates, bank books, 
health insurance cards, mortgage payment books, etc., to sup- 
port initial eligibility. Clients with earned income are re- 
quired to submit earnings statements by the tenth of each 
month. 

We sampled 25 cases receiving assistance as of August 
1977 in Milwaukee County and noted the files contained the 
required documents or had notations that they had been re- 
viewed. In one case where a bank account had been reported, 
the caseworker verified the balance. Clients with reported 
earned income were submitting earnings statements as required. 

Redetermination8 

At least every 6 months after initially being determined 
eligible, or when family circumstances change, each recipient 
must complete another application for aid as part of the eli- 
gibility “redetermination” process. The county agency pro- 
cesses this application in the same way as the initial one, 
except that verification is limited to financial or other eli- 
gibility factors which have changed since the last determina- 
tion. A recipient’s moving to another county is one change 
that should trigger a redetermination. 

Wisconsin law requires a caseworker to visit an appli- 
cant’s home as part of the original eligibility determination 
but not for redeterminations. Recent State legislation, how- 
ever, does require casewxkers to recertify in person the eli- 
gibility of 10 percent of the recipients every 6 months. 
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DETERMINING PAYHENTS . 

County personnel analyze applications for both initial 
determinations and redetermination8 to establish eligibility 
and financial need. The client’s br;dgetable income (gross 
income less disregarded income) is compared with an assistance 
or need standard based on family size to deteranine the grant 
amount. The need standard, the amount conaideted necessary 
to cover the cost of essential items, such as food, clothing, 
she1 ter , and utilities, varies among counties. For a family 
of four, for example , the current standard ranges from $478 
to $520 a month. The maximuar MDC grant in Wisconsin is lin- 
ited to the State payment standard, currently 85 percent of 
its need standard. 

RECIPIENT OBLIGATIONS AND RIGHTS 

Recipients must notify the county within 10 days of any 
change in circumstances which affects their eligibility or 
grant amount. willful failure to report changes constitutes 
fraud under State law. 

Applicants and recipients have the right to. appeaAh;;y 
action which denies, terminates, or reduces a grant. 
the county agency takes such an action, the person must be 
told the specific reasons and informed of his right to request 
a fair hearing. A recipient must be notified of the action 
10 days before it becomes effective. 

REDUCING ERRONEOUS PAYXENTS 

Erroneous payments are a major nationwide problem in 
the AFDC program. Some recipients are ineligible; others 
get too much or too little. To combat the problem, HEW re- 
quires States to implement a quality control system.to 

--monitor and report on the eligibility of recipients 
and the correctness of payments and 

--identify corrective actions needed to keep error rare8 
at acceptable levels. 

The current quality control program, which began in 1973, 
requires States to file semiannual reports on the correct- 
ness of payments and corrective action plans with HEW. 
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The quality control program identifies errors according 
to two features--responsibility and area of determination. 
Errors are considered to be the responsibility of clients 
when APDC recipients or applicants provide incomplete or in- 
accurate information or fail to notify their caseworkers of 
changed circumstance&. Agency errors result from either the 
agency’s misapplication of policy or its failure to act 
promptly -n client-supplied information. Errors are also 
classified according to 45 aspects of determination, grouped 
under 5 categories-basic eligibility requirements (e.g., 
family composition), resourcesr income, grant or need detes- 
mination, and other (e.g., computational errors). 

As shows in the following table, Wisconsin reduced its 
over811 APDC cme error rate frOln 35.7 percent in the April- 
September 1973 reporting period to*17.7 percent for the first 
half of 1977. During the same period, the national case error 
rate decreased from 41.1 percent to 22.9 percent. 

Casea with Errors as a Percent of Total Cases (sota a) 

Apf ;;;ept . 

Jan.-June 
1974 

10.2 

9.3 

4.7 22.8 14.5 8.1 16.5 41.1 35.7 

5.8 20.6 13.4 8.0 15.7 37.9 34.9 

“%f”‘* 8.5 5.1 19.7 15.7 

15.0 

8.2 14.4 36.4 35.2 
Jan .-June 

1975 
July-Dee . 

197s 
Jan. -June 

1976 
July-Dee . 

1976 
Jan. -June 

1977 

7.5 2.9 

6.4 1.7 

17.5 

14.7 

13.9 
12.5 

7.3 13.5 

5.6 8.3 

5.2 6.0 

It:;, (E) 

32.3 31.4 

26.7 19.7 9.7 

1::: 
(10.8) 

(1;::) 

24.6 17.8 
22.3 18.2 

‘~~-y~*f 

(22:9) (17::) 
%*f ’ . 
(12.5) 

i/These are the error rates as reported by the States. The 
figures will not necessarily agree with the official EEW 
error rates which are computed by a statistical regression 
method. For the periods July-December 1976 and January-June 
1977, official HEW error rates are shown in parentheses. 
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The distribution of responsibility for errors remained 
the same in Wisconsin. During 1974 and for the first half of 
1977, 61 percent of the errors were agency-caused. In con- 
trast, the distribution of errors among the five categories 
of determination changed significantly. ?or example, errors 
in determining need accounted for 51 percent of Wisconrin*s 
ACDC errors in the 1973 base period. In the first half of 1977 
the need area accounted for less than 1 percent of the errors. 
Details of the shifts among the categories are shown below. 

Errors in Selected APDC Cases 

Reporting Basic 
period eligibility Resources Incomo Need Other Total --mm 

Apr .-Sept. 1973 24 35 180 257 7 503 

Jan.-June 1974 32 59 136 211 23 461 

July-Dec. 1974 36 49 124 220 ii 440 

Jan.-June 1975 50 11 132 206 5 404 

July-Dec. 1975 42 3 135 51 14 245 

Jan.-June 1976 46 8 161 4 12 231 

July-Dec. 1976 41 7 162 1 7 218 

Jan.-June 1977 52 11 131 19 204 

. 

In addition to considerably reducing its case error rates, 
Wisconsin also reduced its overall paylnent error rate (percent 
of total payments made to ineligibles and overpayments to eli- 
gibles) from 6.1 percent in 1973 to 4.7 percent for the first 
half of 1977. During the same period, the nationax payment 
error rate decreased from 16.0 percent to 8.6 percent. The 
following table shows the change in Wisconsin’s payment error 
rate compared to the nationwide rate. 
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. 
Payment Errors as a Percent of Total Payments (note a) 

Apr.-Sept. 
1973 

“%iY 
J”3iP 
Jan.-June 

1975 

J”%p”’ 
Jan .-June 

1976 

“%~=* 
Jan. -June 

1977 

a.9 3.0 7.1 2.3 1.4 1.9 16.0 6.1 

6.6 2.1 a.2 5.9 1.5 1.7 

1.7 

1.7 

14.8 8.0 

7.4 5.1 6.2 2.6 1.5 13.6 7.7 

4.9 6.6 2.6 5.4 2.3 1.3 

Lb 

:i 
y 

l.9) 

12.0 

10.2 

X2 
‘x0;’ 

(k6) 

5.5 1.4 4.7 2.0 1.3 

1.0 

cl:!) 

(2) 

3.4 

t:: 
$*;I 

(4:9, 

i:; 
‘f’l6’ 
(3:l) 

4.3 2.2 

(3:;) (1::) 

(3:;) c’l:t, 

3 .‘I 

(2) 

(1::) 

YThere are error rates as reported by the States. Thb fig- 
ures will not necessarily agree with the cffkial REW errcr 
rates which are computed by a statistical regression method. 
Pot the periods July-December 1976 and January-June 1977# 
official HEW error rates are shown in parect’+ses. 

EEW statistics show that Wisconsin’s estimated erroneous 
payments to APDC recipirnts for the period January-June 1977 
were about $5.7 million (about $3.7 million to ineligibles 
and about $2 million in overpayments to eligibles). During 
this period, Wisconsin’s total APDC payments were $121.8 
million. 

In comparison , during the January-June 1977 period, Eiew 
York misspent approximately $81.2 million ($39.9 million to 
ineligibles and $41.3 million in overpayments) of its $771.1 
million total expenditures and California misspent about $29.4 
million ($8.1 million to ineligibles and $21.3 1 fllion in over- 
payments) of its $838.6 million total expendihures. Nevada, 
which had the lowest payment error rate for the period, erro- 
neously spent about $22,000 in overpayments (none to inel. :gi- 
bles) of its SJ million total expenditures. Illinois, which 
had the highest payment error rate for the period, misspent 
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about $66.1 million ($42.7 million to ineligibles and $23.4 
million in ovetpa*yments) of its $356.4 lnillion total expen- 
ditures. 
dictions.) 

(See app. V for payraent error rate6 of all juris- 

Action6 taken to reduce errors 

Wisconsin has taken four major corrective a&ions since 
1973, the effectiveness of which have reduced its case error 
rate from 35.7 percent in the 1973 base period to 17.7 per- 

’ cent during the January-June 1977 period. Rowever, a State 
can take corrective actions which reduce its CCS~ error trte 
but which say or may not reduce the dollar amounts spent in 
error. All four of the corrective actions taken by Wisconsin 
involve policy changes which sisplified procedures. These 
corrective actions probably also contributad to the reduction 
in Wisconsin~s payment error rates. 

In Harch 1974 Wisconsin approved a flat deduction from t 
income of 21 percent to cover work-rrlatod expenses. This 
policy was instituted because the deterrisation of actual 
work-related expnses accounted for about 10 percent of the 
payaent errors in the first half of 1974. Most of these 
errors were attributable to the agency. 

The change reduced errors associated with work-related 
expenses by half. E3ecause the new policy generally reduced 
wderpayxents also , State officials estimated that monthly 
expenditures increased by $14,000. 

In February 1975 Wisconsin raised the maximum assets 
that a family can have before being ineligible for welfare 
frora $500 to $1,500 and rsvised its aut&obile policy to 
allow a second vehfcle to be exempted from arsets if it is 
verifisd as essential for employment.1 

d 
The State revised 

these two pal icies because most Aigi ility errors irers due 
to thera. 

Following these policy ci.anges, eligibility errors 
decreased and the number of re:fpients naturally increased. 
Eligibility errors due to excersive assets and auto policy 
violations dropped from 3.9 percent of cases during the 
July-December 1974 period to r.8 percent in the next 6 
month6 . The number of casts Sncreased from 50,640 to 54,290 

A/Another revision I effective July 1, 1977, allow6 one or 
more vehicles to be exempted, but all must be justified. 
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in the 3 months followinq ., %?nentatfon of the new policicrs, 
due both to these change, ,r,:d -o worsening economic conditions. 
State official8 estimated . *-:n:hly reductions of 546S,OOO in 
payments to ineligible recfpbents--who becam eligible under 
the new policies. 

In September 1975 Wlrconsin enacted a flat grant, based 
on family size, for the need standard. Previously, over ha1 f 
of the payaeat discrepan~iar wuld be attributed to coaputing 
need corpononts such as allowance8 for shelter, fuel and util- 
itAos, and w8ter and sewer. 

The flat grant produced a 370percant reductfon in errors. 
The cue error rate of 31.4 percent in the first half of 1975 
dropp& to 19.7 porcent in the second half. State officials 
l stiaated yearly l 8aving8a of $3 million in overpayments and 
payments to ineligibles. These savings were obscured by a 
legislated increase in the need standard as of August 1975. 

Wiscondn has taken other action8 which have not yet 
demonstrably reduced error rates. ?or example, in July 1977 
the Departmnt of Eealth and Solsial Services underwent a major 
reorganization which created three new program sections. 

--The Program Training and Interpretation Section, which 
is to provide uniform interpretation of State income 
maintenmce policies when caseworkers phonu in gues- 
tions. This section will also train county personnel 
in State incoae maintenance policies and procedures. 

--The County Monitoring Section, which ia to monitor 
the implementation of State policies and, procedure8 
in county offices, take corrective actions, and ad- 
vise the State of policy matters needing correction. 

--Performance review teams, which are to evaluate each 
county agency once every 2 years. 

Plans to reduce aqency-caused errors 

The major action planned to reduce agency-caused errors 
to the development of an online computer system for use in 
managing Wisconsin’s income maintenance programs. Known as 
the computer teporting network, it will automatically deter- 
mine a client’s eligibility and benefits in the APDC, medical 
assistance, and food stamp programs at initial application 
and at the time of redetermination. The system will provide 
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ar(ual treatment for client8 statr:iAe hy conri8tently apply- 
if.9 ruloo, regulations, and policies to information supplied 
by rbe cliant. 

The application fors will collect the necerrrty infor- 
nation to deteraine a cliOnt’8 eligibility and beneCit8 for 
all three income maintenance progrur. Atter the &Cent 
coeplote8 the Corm and ir interviewed by the Cel@rOtker, 
information from the combined application will ba entered 
on a video terminal connected to tbe drt8 c8nter in H&iron. 
Wunrou8 computer check8 will fnrure the infotmation’r in- 
trgt ity. The computer*8 determination of b bon8fit will then 
be transmittad back to the county t~r8inal. 

Th8 8y8t# will 98neret8 eontbly medice l 88f8tenCe 
cardl, A?DC checkl, and food rtamp l UtbOtitatiOn8. Additfon- 
ally, the Sy8tee will is8U8 letter8 to clientr l xplrining 
their rligibtlity or ineligibility and changer in their ben- 
efit lrvel. 

tlieconsin’e progrrrr in de9reloping the ryrter bar beent 

--The development of computer softwrre in 1975 to auto- 
matically compute eligibility and benefitr, 

--The development and statewide implementation in 197% 
1976 OP the combined application form along with sup- 
porting wXkSh88t8. 

--The development , a8 an interim measure in 1976, OC 
coaprehrnaive procedure handbook8 which inrtruct ca8e- 
uorkers in wing the information on the combined appli- 
cation form to detercinr a client’s eligibility and 
benefits for Wircon8intr income maintenance proqram8. 
The handbook6 are being usrd in counties that do not 
yet have the ryrtea. 

-The implrrentation of the system in three test coun- 
ties in 1976-1977. 

--The relrstion of the l quipnnt and vendor8 in 1977 for 
stateuide impleaencation of the ryrtm. 

A8 of December 31, 1977, Wisconsin had rpent about $1.2 
million to develop and operate the system. The State *St&late8 
that operation OC the system will coat about Sl.7 atllioa 
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annually when iapluauntod rtrtrwid~ but should pro&m 
annual ravings of over $3 million for tha APDC program as 
a result OC a 660peteent reduction OC agency l rrors. Thr 
rystm rhoufd rlro reduce errors in the mudical assistance 
and food stamp program, 

In the spring of 1978 Wircon8in plrnr to begin pco- 
gramsing and ta#tinq 8 ryrtur conponmt connected to the 
nadiron drt8 contur. ALtur thr ryotula is trrtrcd and proven 
in four pilot coustier, Ri1wruke8 County will receive thr 
equipment and imploumt the ryrk? lrt8 in 1978, ImplrrPwk 
t8tfon in the rrmiainq 67 counthr uill drpand on result8 
04 furthor tartinq. A 8t8tu OfffCf81 l %prlCt8 full hpfW 
rentrtion by lrte 1980. 

Flrns to ruducr client-crured a1co1c8 

To rsduco error8 crused by a cliont’o fafturt to report 
Ch8nqe8 in cfrcumstrncur, Yi8COn8in intend8 8 pilot 8tUdy Of 
the l Coloe8do Plan0 in Hilu8utw~ County in late 1978. Thir 
plan require8 AIDC recipient8 to report thoir income, house- 
hold coapesi t ion , 8n& other rrlwant Ctztorr on a monthly 
rtatur report provided by the l guncy. Rocipiontr failing to 
submit the monthly form will not rucuivu brnrfit chrcko. 

Wirconrin OffiCf8f8 rrtimted that statrwidr, iinplr.lan- 
t8tloq OC tbr .Colorrdo Plan’ planned foe iatu 1980, could 
ruducu thr number OC ~880s containing urrors by about 6.’ 
petcont. Thay 88id that iC thu Milweukeu Counccy study !L 
successful, the plan will be implrmentrd in conjunction. with 
the corquter ruporting network. 

PROCEDPItES POR CORRECTING ONDERPAYblt#TS 

Wisconsin08 procrdurer provide for the correction of 
prior undurpayaunta made to rrcipiunts through rutroaceivs 
paynsnts covering underpayatntu which occurrud during the 
22 montha precaeding thr month in which thr underpayment is 
discovorod. When thu :etrokctive paymunt is wade to the 
rrcipiunt, the county uolfarr agency must also provide an 
rxplanrtion to the recipient as to why the additional psy- 
merit is being made. Underpayment8 can occur when (1) a 
child i8 oaittud from the grant, (21 ths county welfare 
agency tails to a&just the rrcipiant~s grant due to changes 
in r*ctpi*nt citcuxstmcas, or (3) the county valOra sqency 
fails to usu the correct astount oC the family allouancs when 
determining the grant amount. 
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Yeas 

1963 

1964 

1965 

1966 

1967 

1968 

1969 

1970 

1971 

'-972 

1973 

1974 

1975 

1976 

i977 

Complaints Complaints 
received investigated 

Caaar; cJi frd:ud of Fraud 
suhstanl~ a red uncsvqred Y-p.-, -.c- em 

337 i 226 102 8 20,625 

479 435 220 113,780 

204 430 168 106,293 

383 387 111 55,290 

354 291 114 79,004 

509 361 83 61,697 

684 400 - 106 84,129 

612 570 152 142,697 

1,033 582 253 242,637 

950 647 190 354,731 

1,363 4. 2 150 322,087 

1,680 979 426 847,178 

1,679 724 314 723,379 

1,504 814 365 449,641 

1,519 736 300 458,789 

Total 13,490 7,994 3,052 $4,061,957 

Amount 
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COLLBCTION OF OVERPAYHENTS MADE BY 

THE ~ILOQnUKEB CODNTY DEPARTMENT OF PUBLIC WELFARE 

DURING TEE YEARS 1974-77 

BY HETROD OP RBCOVLRY 

1974 1975 m 1977 
I-- - 

blathod of recovery 1 

Cash paystents: 
Client errors 
Agency error8 

-;a; w;,;;; wfm; a;;;,;;: 
8 # I I 

Autoratic grant 
deductions-beta 
client and 
agency errors 35,130 200,056 274,762 

Total collection6 $310,611 9344,829 @4,476 9643,716 
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SUMARIES OF STUDIES GAO REVIEWED RELATING 

TO APDC INCOUE DISREGARD PROWSIONS 

This appandix contains a summcy of each of the fol- 
lowing studies ne reviewed which dealt directly with the 
APDC Ancorm disregard proviriom. 

1. A Study of the Iqact of the Income Dfsragardt 
Final Report i 

2. Effects of a Financial Incentive on APDC Employ- 
ment t Michigan’s Experience between July 1969 
and July 1574 

3. Welfare Work IP~antiver-The Earninss Exemption 
and Its Imgac t qmn APDC employment, Earninga, 
and Program Coaes 

I. The Ef facts oif C&anger in the AFDC Program on 
Effective B&mEft Reduction Rates and the Pro- 
bability of Warring 

5. Effects of the Earnings Exearption Provision upon 
the Work Response of APDF recipients 
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A STUDY OF TEE IMPACT OF TRE INCOME 

DISREGARD? FINAL REPORT 

Prepared by InterStudy 
November 1975 

STDDY OBJECTIVES 

The objectives were to (1) measure the impact of the 
ACDC income disregard provisibns on employment and earnings 
of APDC recipients and on caseloads and costs and (2) ana- 
lyza AIDC caseload dynamics in general over a substantial 
perfod of time. 

NETRODOLOGY 

The data bass used was developed from record6 of a sam- 
ple of 8,000 APDC cases which entered or reeatered the AFDC 
rolls during the first quarter of each year in Erie and 
Onondaga Counties, Hew York, for the study per:.od 196572. 

Erie and Onondaga Counties were selectid because they 
met the basic rrquiresents needed to adequately conduct 
this study. Among the requirements were that the State 
chosen had to have an APDC-Unemployed Fathers program and 
was not to have had an income disregard policy before imple- 
mentation of the 1967 Socral Security Asenduents (the $30 
and one-third earnings exemption). Also, the sites chosen 
had tc have (1) reasonably stable economic conditions, (2) 
stablr. APDC adainistrative policies and pfactices, and (3) 
somewnat typical demographic chafactefisticr of the AFDC 
population. Erie and Onondaga Counties were the two sites 
in weu York which best met these requirementr. , - 

The esployment and welfare status of each cam was 
noted at i-month interval8 from year of entry through Jan- 
uary 1973. The longitudinal design of the dita base pet- 
mitted an evaluation of the welfate and employment behavior 
of APDC recipients for a substantial period of time before 
and after implesentation of the income disregard pol fey as 
well as an analysis of general caseload dynamics. 
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The study examined the limitations of related rtudies 
and concluded that this study needed to (1) isolate the impact 
of any changes in benefit levels upon employment, earnings, 
and caseloads and (2) control for demographic variables, labor- 
market variables, and the impact Of related policies and pro- 
grams. 

PIIDINGS 

Change in employment 

In Erie County, a general linctease in employment rates 
of APDC mothers occurred following implementation of the in- 
come disregard provisions. The regrbssion analysis IJ indi- 
cated a generally positive impact of the disregard provisions 
on employment . Rowever, the irpact was statistically rigniff- 
cant only for the first year after implementation. The over- 
all eaployolent rate in the county increased from 10.1 percent 
in the predisregard period to 12.3 percent in the postdisrsgard 
pefiod. 

The results of the analysis for Dnondaga County were 
similar to those of Erie County. ’ The income disregard uas 
associated with a general trend of small increases in employ- 
ment but the regrassion analysis indicated that tbe disregard 
itself did not appear to be responsible Cor a substantial 
part of the increase. In Onondaga County, the employment 
rate increased from 14.9 percent employed in the predisregard 
perfod to 18.2 percent tn tha postdisregard period. 

Change in earninas 

In Erie County, real earnings of APDC mothers in the 
postdisregard period averaged $216.02 per month, an hcreaae 
of $14.53 from the predisregacd period. In Onondaga County, 
real earnings of APDC mothers in the predisregard peri@ 
averaged $234.95 per month compared to S242.77 in the post- 
disregard period, an increase of only about S8. In both 
comties, the income disregard variable was positively asso- 
ciated with real monthly earnings (in the regression analysis), 
but the association was not statistically significant. 

A/ Regression analysis is a statistical technique used to 
measure the extent to which a change in one dependent 
variable is associated with a change in another indepen- 
dent variable. 
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Change in caseload and coats 

The study found that the welfare caseload grew because 
of the income disregard policy. First, case closings due to 
eaployment actually declined because individuals could pro- 
long their stay on welfare at higher earnings levels. Second, 
the A?DC program became more attractive to some families who 
were previously eligible but had not applied because an addi- 
tional incentive was provided to thorn 1.8 tW disregard could 
then be applied in determining the grarr: &-:...%t which resulted 
in their receiving higher APDC benefftd. Cc? ~quently, coats 
increased due to the income dirregard hlicy because benefits 
were raieed and caseload8 were increased. 

CONCLUS1010 

The conclusion of the study is baaed on a benefit-cast 
analysis which demonstrated that the coats of the income dia- 
regard policy far surpassed the benefits to the taxpayers 
resulting .from increased employment. Iaplementation of the 
policy resulted in caseload coats that exceeded employment 
benefit6 by $4.8 million in Erie County and $4.2 million in 
Onondaga County for the 1970-72 period. Thus, the income 
disregard policy did not accowpliah one of its primary in- 
tended object ivea- that of encouraging a aufkicient number 
of working APDC recipients to work their way off the welfare 
rolls and thus provide the taxpayer with reduced welfare coats 
and increased benefits from earnings. 
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EFFECTS OP A FINANCIAL INCENTIVX ON AFDC 

EMPLOYMENT: MICHIGAN'S BXPXRIENCB 

BETWEEN JULY 1969 AND JULY 1970 

Prepared bv Gary Louis Awel, Ph.D. 
w  

Uarkh 1972 -- - 

STUDY OBJECTIVE 

The objective war to examine the income disregard pro- 
vfaiona in Hicbigan in term8 of tbo following objectivea of 
employing those on welfare: (1) to decreaae the welfare case- 
load, (2) to decreaae the welfare coat per employed care, (3) 
to decteaae total welfare coata, and (4) to raise the incoma 
of employed APDC families at a low taxpayer coat per wolfare 
family. 

lYETHODOLOGY 

One longitudinal set of data and two croaa-sectional 
sata of data on active female-headed AIDC families fi Xichi- 
gan were drawn from the State'8 AFDC payroll taper for 13 
geographic areaa within the Btate. One croaa-•ec tional aam- 
pie was drawn in July 1969 and +,bose cases were followed to 
July 1970 to provide the longitudinal data. A completely 
new cross-sectional sample was drawn in July 1970 to measure 
the employment of the caseload as a whole at that time. 
Various sampling sizes were used in the different areaa. 

The geographic areas were selected using the following 
criteriar (1) every major metropolitan area in the State 
was selected, (2) three predominantly rural areas of the - 
State were selected, and ( 3 1 Barr ien County was selected 
because a Hicbigan Department of Social Service8 employment 
project was in progress. 

The cross-sectional sample sizes weta 4,660 families 
for July 1969 and 3,656 for July 1970. The longitudinal 
sample, which began with 4,660 families in July 1969, con- 
tained 3,831 in July 1970. The remaining 829 families were 
lost as active cases because they saved from a sample area 
or got off welfare. 

’ i 
l !  
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In determining how employment rater changed because of 
the inco~~e disregard, the researcher realized that these 
rates could brve been affected by factor8 other than the 
work fncentiva. Thetefore, he attempted to isolate, as far 
86 possible, the following vatiable6: (1) demographic char- 
acteristics of those on welfare, (2) welfare program vatia- 
bles, end (3) outside factors. 

Change in nploment 

The data collected revealed that there was a rtatir- 
tically significant increars in the A?DC recipient emp2oy- 
merit ratm in each of the 13 area8 rtudied betwarn July 
1969 and July 1970. The incroaro in percent of caseload 
employed rangad from 3.3 percent to 9.9 prcent in the 13 
areas. 

To determine: whether employment rate increases were 
related to rho income disregard y the rero.xchor attempted 
to account foe other economic variable8 which would affect 
these rater. De found that APDC recipient esployuent cater' 
increased despite a rise in the unemployment rater in the 
areas between 1969 and 1370. There wa8 no clear-cut rela- 
tionship betuemn changer in l fzp2oyraent rates for AFDC re- 
cipients and cbrnger in employsant rates for people employed 
in job8 likely to be filled by APDC recipient8 in t-lo Xichigan 
areas. The study showed that: there wa8 an increase ia the 
employment rat8 for APDC recipients between 1969 and 1970 
that was not eccounted for by the economic variables used 
and thus reamed to be related to the income disregard. 

Change in earning8 

The study found that average APDC recipient earning8 
increa8ed in 10 of the 13 geographic areas sampled, but 
it was unclear whether thir increa8e war directly related 
to the work incentive. The rerearcher found that the por- 
tion of the employed APDC mothers earning under SlOO a 
month fell in most areas; thus, it appear6 that part-time 
employment was not ctrongly encouraged by the work fncen- 
tive. In most of the arear, the portion of the employed 
caseload earning over S300 a month increased between July 
1959 and July 1970 and it appeared that this was partially 
attributable to the income disregard. 
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In moat of the ateasr a l bstantial portion of the 
employed APDC mothers earned enough to have beon torcod 
off APDC if there uorb no work incentive. In one area@ 
alraorrt 28 percent Poll in thi'8 category, while in tho 
remaining areas the portion ranged from about 11 percent 
to about 21 percent. 

Change in caseload 

The concopturl analysis fad icatod that t l incomo 
disregard will ;7crease, not decroaso, the AP C caseload. % 
Non-APDC falailios will be more apt to come on ‘welfrro and 
MDC fmilior will bo aoro likely to stay on welfare be- 
cause it is financially aore beneffcirl to do 80~ at loast 
for those who work. 

The data analysis supportad this conceptual analysis. 
Thorr ~88 an apprechble increase in the Michigan AFDC 
caseload from 1969 to 1970. This incrorso was due primarily 
to an incroaso in, the number of nou ceeost the numbor of 
cases clorod incroauod slightly. 

Cost of income disrmard 

Based on tho empirical and analytical work dono, rhort- 
run we1 fare cost8 probably incroarod as a rosul t of the work 
incentive. Also, tho higher welfare cost6 would probably 
continue into the future unl866 the earnings of AIDC mthors 
could be subs tan tially increarod. 

CONCLUSIONS 

I 
I 

. I 

The study was intendod to provide evidence concerning 
the effect of work incsntdvee on wolfare employment and 
earnings. The researcher stated that the data and rmlyris 
provide a :aasonably convincing argument that the incon:ivo 
has contributed to (1) increased employment of ACDC mother8 
in Michigan and ( 2) hfghor inco-8 ?‘ar those employed. It 
appeared, hovever, that zheso two results wore gained through 
higher welfare caat8 associated with larger casoloa3s. 
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WEL?ARE WORK INCKNTIVZS - 

TNE EARWIWGS BXEHPTIOW AMD ITS IMPACT UPOW 

APDC EHPLOYWEWT BARL’IMGE, AI00 PROGRM COSTS --- 

Prepared by Wrnon It, Smith 
Michigan Departme;;,if Social Servicee 

STUDY 08JEdTIVES 

Tha objeatfver uwe to (1) analyze the changer in em- 
ploymont rrter end levels of l erninge which occurred emong 
WDC mothers in two Michigan countier in the first year fol- 
lowing impleaentation of the Work Incentive program and the 
earning8 exemption, (2) identify those fsctorr important in 
determining whether an A?DC nother uas employed or not md, 
if employed, how much she, earned. 6nd (3) 66ses6 the fapsct 
of the l 6rningn l xemptfon on APDC carts and caseload&, 

MTNODOLOGY 

To allow for cmrideration of differing economic condi- 
t ions, c66elnad composition , and administration of welfare 
policy between areas which might influenre employment be- 
havior, the researcher judgmentally selected Ingham anJ 
Genesee Counties. 

A raspling technigue wa8 utilized in which the rasp10 
was stratified by the esploym~.it stMu6 of the APDC mother 
at the beginning and end of the study period. The beginning 
date *as July lr 1969, and the ending date war July 1, 1970. 
Observation8 made for July 1, 1969, reflect the case status 
in June 1969 and 60 may be inteqreted a6 indrcating cese 
StatUS before the July 1, 1969, implementation date of the 
$30 atld one-third earnings exemption in Hichigan. The second 
oseervation point reflects the cam status during June 1970. 

The tatal sample of 1,184 female-nerded APDC c66eb 
studied for the two countie8 (735 from the Generee County 
caseload aad 449 from the Inghm County caseload) was oh- 
tained from the Hichigan Depertme!lt of Social Services pay- 
roll listings of all cases receiving assistance on July 1, 
1969, and July 1, 1970. First, all 958 single-parent APDC 
cases with gross monthly earnings of Sl or more for June 
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1969 uece choron. Second, a random sample of 496 care8 was 
drawn from the li8t Of CI8*8 t@wCting ZeCO grO88 earning8 
during that month. Tbe remaining 330 ca888 uer8 taken from 
the payroll li8ting of 4,1S6 cam8 which received APDC a8- 
rirtance on July 1, 1970, but not in June 1969. 

The data urcd for each r&mph ca8e relrctrd ua8 ob- 
tained from tbo btrtortcal rrcotdr uintrinod in individual 
care f il.8 locatrd in county Office8 of tb8 Michigan Depart- 
ment of Social Servic88. i 

To datermine the rignificmce of the &anger in l hloy- 
aront which occurred over tbo l-year 8tUdy period, tbo re- 
rearcber compared tboa with cbanga8 in 88ploymant rtatur 
which occurred in each of tbo 2 praviour yrrrr. P'Or tbir 
comparison, hi8torical l mploymnt data mre obtained for all 
recipients in the ruple wbo u8re tec~iving AlDC l 88i8tance 
on July 1, 1969 (854 ca888). Tb8 l 8tiut.8 Irrde for tb. 2 
previour year8 were bared rolely on data obtained from ths 
;;I; file8 of tho88 receiving ME l 88i8tUCe on July 1, 

. 

Rl)lr888iOn analy8iR WI8 l i#o u88d t0 a88088 tbo impWt 
of demographic and economic factor8 upon employment and 
mrning8. 

PINDINGS 

Chanqrl in employment 

The 8tUdy found that colapared to the 2 praviour yearIt 
recipient8 employed at the beginning of the study pexiod uere 
as or more likely to remain employed and recipient8 not era- 
ployecl at the beginning oL the 8tudy period uere more likely 
to become employed. Without controlling for other factor8 
which might have influenced there change8 in map10 l nt be- 
havior, the data appeared to indicate that a porit ve work r” 
incentive effect occurred among AFDC mLher8 over the rtudy 
period. 

To evaluate the extent to ubicb the increase in APDC 
recipient amployment might be attributed to the incentive 
or increaled l ployment effect of the earnings l %emptiOn, 
several factors which might al80 have affected employment 
activity were examined for their impact. These factors 
included a retention effect (the retention on welfare of 
AFDC mothers who, except for application of the earning6 
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exemption, would have been f inencielly in.1 iqible for APDC) , 
khe Work Incentive ptegr8w the incrrarfng l employabil itya 
of l incrr88ing CrrelOrd , bigher MDC rnd food rtrrp brnr- 
fit8, m&d 8COnOmfC md l8bOr m8rk8t conditton8, 

After taking theu faCtOt8 intO COn8idOr8tfOn, the 8tudy 
conchdad tb8t the sort 8ignificmt factor contributing to 
the ieCCe888 in uploymnt of AIDC recipients over the rtudy 
period ~88 tba earning8 l cerptfon. Through the retention 
l ff8ct, it rccouatad for 1.3 percentage point8 of the 10 

i 

percent June 1969 employlent rrto. In June 1970 the l xoap- ! 
tion recounted for 5.2 percrnt8w point8 of the 14.1 percent 
l mployRRnt ratr . Eklf of the S.2, or 2.6 percentago points, 
raflectod the reteatfor effect, rn tncra88a met the yarr of 
1.3 porcent8ge point8. The remuining 2.6 percentage points 
raflectod l irmntfve or fncrerred employment effact. Ac- 
cordingly, the 88rnin98 l %eRptiOn 8CCOUnt8d for 3.9 Of the 
4.1 percenteqe point net incr888r in the AIDC employment cato 
betwren June 1969 and June 1970. , 

The rrrerrcher 818o noted th8t p8r8118ling the 8speri8nC8 
of tbr WC 8tUdy cOunti@ , the proportion of Michigan reclp 
fentr ubo were employed incr888ed in fi8C8l geor 1970. Bow- 
l verr even 8 yorr rfter irplementrtion of the l rrningr l xsnrp- 
tion, the oaployment rrte u88 8 rel8tively low 14.1 percrnt 
and in the po8trxamption period hrd not l accoeded 14.4 percent. 
Thi8 8Ume8t8.d tb8t tbO88 8ame flCtOr8 which conrtrained em- 
ployment beiore the l xomption’8 implemnt8tion continued to 
do 80 rftrr it8 implementation. Both before and 8ftsr the 
rxomption, the 8-8 factor8 wet8 identified a8 signiffcant 
barriers to aaployment, including the prerencr f n the home 
Of pr88ChoOl-8ge children, a 18ck Of rducrtfon, 8 lack Of job 
experience, end poor health. 

Chanqe in ecrniner 

The rtudy found tb8tr 

-A?DC mother8 employed 8t the baglnninq and end of the 
June 19690June 1970 rtudy period uef 8 1088 likely to 
beve bed 8n incrsare in monthly earnings than racip- 
ients l aployed at the beginning and end of each of 
the tuo prevfou8 annual period8 (June 19670June 1968 
and June 1968-June 1969). 

-AFDC mother8 not employed at the begfnnfnq but uho 
uere employed at the end of the study period were 
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n*ith*r aot8 not lerr likrfy to hrva hiqhor or lower 
monthly l rrn?ngr l-*1* thrn rrcipiont8 not employed 
at the baginning but amployad rt tha and OC l 8cb ot 
th8 two ptarfou8 aJmur1 p8t iodr . 

--notheta who bepn raceivinq APDC dutinq and who wca 
rrplo ad only rt tha and Ot tb8 8tUdy p@iiod WC* 
aote !I tkely to h&v8 biqb tw818 ot 88rdq8 tbrn 
tbO88 UbO be9813 tw8iVing Ap#: during md we18 em- i 
ployad only at tha end of arch OZ t&e two gr~viour : 
8nnu81 per iodr. 

fa 8UnwyI ~&age8 in 88znh98 lav*lr wt* mot* ldkaly 
to be m8itiV8 Only Uong tbW8 ubo hCU8 Raw C8~i i8nt8 
during and u8t8 l m 
8nd WC8 r.88 lik8 pl 

eyed on&y 8t Lb8 ad oL tha 8t ?A riod 
y LO b8 -8itiV8 UoLlq tbO8@ w t@C8 0 #&Q 

AIDC 8nb l apiOy@d 8t borh th. beginniaq 8b W&d Or tb rtudy 
p8rfod. 

InMet On C888lO8d 

The 8tUdy rt8t8d th8t On8 Of the QC@diatrb&O l ffOCt8 
Of the l 8rni 

1 
8 l %wtiOn ~88 the 8Ub8tUbti81 hCrOa88 fn 

the lrv.1 of ncom8 which & COCipiont uould 88rn 8d 8till. 
maintain l ltgibiltty for A?%. For eXWlpf8, the r8#88rch8r 
notad th8t implOment&tiOn Of thm l x8mpCiOn inCr888& Loom 
I37S to 6686 the 18~81 OC wntbl 88raiag8 below which 8 
lrmily of Cour could rrufn l lig L la for A?OC, but rbove 
which the fuily beem inaligiblo. Th8 l rrniaqr l xrmption 
mada it *or* difficult and ualtk8ly for l APDC atothar to 
%ork h*r wey off ~efC8I8.~ A8 8 r@8Uit, ROW APm CYlH8 
uhich would lir .cr been trrrrin8trb du8 to the 1~81 of l wningr 
rouinrd on l . * roll8, 8 piwnomonon r8f8rred to 88 the VI- 
t8ntion rCf8ut.” 

In the two rtudy counthr, jurt over 20 porcmt of the 
employad AtDC mthms had actual l tninq I iawl in June 
1970 which boLore the iaplountatfon OC the exorgtion would 
have ~8~80d than t0 bo ineligible. ba8rd on thS 8tUdy d8t8, 
it VI8 l tim8ted that It my given tta* rinc* th* l x8apttonBr 
lmplenrntation , rpproximately 20 p8rern t 0 f l ploy8d adult 
recipients would baoo been ineligfblo for AFDC in th8 8b8enC8 
o C th8 exemption. At this rat*, tlichigm~r roerrge sontbly 
APDC caseload between fiscal yerrs 1970 md 1974 ~88 about 
3,100 higher (2.7 percent) than it would have been uitbout 
th8 earnings exomgtfon. 
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Cost of rrrnh3s l xrrrption 

8stimtm of incr*asor in AP#: costs l ttk . tcdbh to 

. 

the l rniags l reaption were calculated for !fchigrra for 
arch of tbo fitst S yeara the exemption was in affect. 
Although racfpfatt earning@, betb on the average rnd in 
the aqgr 

“i 
ate, inctersad sub8trntfafly ovw this pc, W, 

so also d d the tort of the l rruption inc~ea80. Ovw the 
3 years the total of the net mnual Lncre!Asos in A?DC brno- 
fit8 resultrnq from the rresptian was $70 rillioa. ‘chum, 
uhf10 the l rrnfnqrr l x~mption rucccrsfully rrtvd 08 an in- 
cmtivo for incterred employment wtivity, it did 80 at a 
fi#MtWial coat which subrtuttir~~y l nceeded it8 f!n&acial 
banePits. 

The study c?oncluded that the errdtgs oxerpt?on was 
thr priury fictoc in the incrrae+ ir, mploymne rhrch OC- 
cured among MDC mothers between June 1969 and June 1070. 
EOWV~C, tbo rxoaption contributed to the incmda in ATDC 
cost8 l nd crseload~ which occurred after ita Lmplemmtrtlon. 
Rployad rrcisirnt8 wmra lasr likely to termhare from as- 
sistmco due to tba Iwo1 of their rrrninqs. ?hus, while 
the l r8ption sowed to incterre 8tgnificmtly rtcipimt 
l rploymnt, it did not swm to reducr AtDC costs or to 
restrain the increr88 in APDC caselords. 
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TEE EFFECTS OP CBAEGES IN TBB AFDC 

PROGRM OH BPPBCTIVB BXXEPIT REDUCTION 

DATES AleD TEX PDoDADILITY&&&XG 

Prepared by Douglas L. Bendt 
Xathematfca, fnc. 

Policy Studies Group 
August 5, 1975 

STUDYODJBCTIVXS 

The objectives were to determine the effects of the 
1967 Social Security Asendments, primarily the $30 and 
one-third earnings disregard, on (1) the effective benefit 
reduction rates-the dollar change in the AFDC payment to 
a unit as its income changes by one dollar-and (2) the 
probability of AFDC mothers working. 

The data used to awlyte the effects of the $30 and 
one-third earnings disryard came from the Department of 
Eealth, Education, and welfare18 1967, 1971, and 1973 AFDC 
Surveys of Case Records. The surveys consisted of ques- 
tionnaires filled out by county caseworkers whose cases 
were chosen in a random sample of each State's caseload 
in the survey month. 

The sample from the surveys was restricted in two 
ways. First, the sample was limited to 23 States drawn 
from another researcher's study plus 2 States added to 
achieve coverage of each of SEWS 10 regions. The decf- 
sion not to include all States was mainly to save cost. 
The criteria for selection of States were to aaintain 
representativeness of the sample on tuo dimensions: (1) 
geographic and (2) APDC program characteristics. Speci- 
fically, at least 1 State uas selected from each of EEU*s 
10 regions, uhile also selecting States with a diversity 
of benefit levels and types of payment schedules. The 
States selected were: Alabama, California, Colorado, Plor- 
ida, Georgia, Illinois, Indiana, Iowa, Kentucky, Louisiana, 
Uassacbusrtts, Xichigan, Minnesota, I¶ississippi, Mssouri, 
New Jersey, Ecu York, Ohio, Oklahoma, Pennsylvania, Tennes- 
seeI Texas, Virginia, Washington, and Wisconsin. 

. 

‘I 
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The second restriction was to eliminate from each 
sample the following units: fathers, stepfathers, or 
other adults besides the mother as the head: and mother 
heads who were reccioing unemployment compensation or who 
were physically or mentally uuable to work. These exclu- 
sions rieri to reduce cost, simplify- analysis, avoid pro- 
blems of both parents being in the work force at the same 
time, and avoid biases in results. 

The two restrictions acted to reduce the sample from 
22,960 cases in the selected States in 1973 to 5,491. 

The study used regressfon analysis to estimate effec- 
tive benefit reduction rates for each State for 1967, 1971, 
and 1973. The study also used a special statistical technique 
to estimate the probability of AFCC recipients either wotking 
or participating in the labor force. 

FINDINGS 

The study found that no State had an effective benefit 
reduction rate on earned income in 1967 which approached 100 
percent. The estimates ranged from a high of 70 percent in 
Illinois to a low of 8 percent in Mississippi. 

The study reported that by 1973, 17 of the 25 States 
yere estimated to have lower effective benefit reduction 
rates on earned income. In 11 of these States, the rate in 
1973 was lower than in 1971, which in turn was lower than 
the rate in 1967. However, the decreases in the effective 
benefit reduction rates on earnpd income cannot be entirely 
attributed to the introduction of the $30 and one-third 
rule. Increases in the credits allowed for work-related 
expenses or other disregards from gross lincome would have 
rhe same effect. 

The study found that support for the hypothesis that 
the proportion of working APDC mothers increased over time 
(primarily because of the incentive effects of the $30 and 
one-third rule) was not convincing, Some States showed 
consistent and signiffcmt increases; some showed signifi- 
cant decreases. In most States the effect was unclear and/ 
or insignif icaut. 

Of the six States that showed significant increases 
in the range of exempted earnings over time, only three sup- 
ported the hypothesis of the proportion of working AFDC 
mothers risi1.g. 
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The study reported that of the States that did not show 
any significant decreases in the benefit reduction rate on 
earnings, none showed any signif icant increases-in the pro- 
portion of APDC mothers working. Of all the ,other States 
which showed decreases in.the‘benefft!re@iction.rate:on '& 
earnings, only 6 States gave strong supporting.evfdenc+ of 
increases in the proportion of APDC mothers working.’ 

The study indicated that these results dia nit warrant 
concluding that lower benefit reduction rates necessarily 
lead to increases in employment among AFDC mothers. The 
study stated that some AFDC mothers may not be affected by 
the employment incentives offered by the $30 and one-third 

. rule due to the nature of their tastes. On the other hand, 
the evidence is mildly suggestive that the $30 and one-third 
rule did increase employment. ._ 

The study presented some moderately strong support for 
the hypothesis that more education increases the probability 
of APDC mothers working. Strong evidence existed that chil- 
dren in the home-especially young children under age C-- 
exhibit a negative infiuence on the likelihood of working. 
Participation in a surplus commodities or a food stamp pro- 
gram or the receipt of unearned income (including other 
transfer income) exert significant negative effects on the 
probability of AFDC mothers working. The-results also sug- 
gested that APDC mothers living in large cities were less 
likely to work. Variables which represented age, race, or 
length of time on welfare did not show very significant or 
consistent effects on the probability of APDC mothers 
working. 

CONCLUSIO?? 

Analytical results indicated that almost everyone was 
better off with the $30 and one-third rule in existence: they 
most likely would be even better off with a larger earnings 
disregard and/or lower effective benefit reduction rates. 
However, the higher breakeven level increases the pool of 
eligibles thus increasing both costs and caseloads. 

Empirical evidence supported the hypothesis of the ef- 
fective benefit reduction rates on earnings being lowered 
over time. Eouever, too many other factors were operating 
to allow one to conclude that the $30 and one-third rule 
caused these lower rates. 
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We&: &por t existed for the hypothesis that the pro- 
portion of working mothers had increased over time. It was 
clear that mxch.more-research needed to be done. before any 
nore changes- in the AFDC *program are made to insure that 
they have th&fr dcliited’&ffect; ai.> . ’ ’ 

. . . 

, 
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EFFECTS OF TEE EARNINGS EXEMPTION PROVISION 

UPON THE WORR RESPONSE OF AFDC RECIPIENTS 

Prepared by National Analysts, Iac; 
May 1972 

STUDY OBJECTIVE 

The objective was to evaluate the impact of the earnings 
exemption provision of the Social Security Act upon the work 
response of AFDC recipients. 

METHODOLOGY 

The study report presents an evaluation of the impact 
of the earnings exemption provision based upon data collected 
during two waves of interviews with the same respondents in 
12 (19 all-female l/ and 2 all-male 2/) urban sites. During 
the initial interviews baseline data-were gathered and a 
personalized introduction to the benefits of the earnings 
exemption provision was presented to each respondent by a 
National Analysts interviewer. At the time of the follow-up 
interview, over a year later, data concerning the knowledge 
of and work-related tespases to the earnings exemption as 
well as information on other related topics, such as child 
care, were collected. 

FINDINGS 

Change in employment 

There were no important differences in the/percentages 
of men and women employed at the time of the first and second 
interviews, except for Los Angeles where 10 percent more of 
the men were working at the time of the second interview. 

A/Study sites.for interviewing female recipients were Chicago, 
Columbus (Ohio), Dallas, Indianapolis, Jersey City, Miami, 
New York City, Richmcnd (Virginia), San Francisco, and St. 
Louis. 

i/Study sites for male recipients were Camden (New Jersey) 
and Los Angeles. 
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Slightly more than one-third of the men and about one-fourth 
of the women were employed at the time of each interview. In 
the period between interviews, 65 percent of the females and 
42 percent of the males never worked. 

A principal finding concerning awareness was that over 
half of the AFDC recipients in the sample did not recall the 
earnings exemption provision at the time of the second fnter- 
view, despite the explanation in the first interview and the 
passage of another year under the provision. Of those who 
indicated they were acquainted with the provision, most did 
not understand its application to their personal situation. 
Few could verbalize specific financial aspects of the earn- 
ings exemption. Moreover, the number of misconceptions and 
irrelevant ideas about it almost equaled the amount of accu- 
rate knovlr?dge. 

There was no real indication that those who recalled 
hearing of the earnings exemption provisiou found work more 
often than those who did not recall hearing of it. Eowever, 
more among those who had heard of the provision said they 
had soa ht work than among those who had not heard of it. 
Al so+ ere were no notable differences in enrollment in 
school or job-training programs as preparation for work 
between those who were aware and those who were not aware 
of the earnings exemption. 

Regarding work attitudes, the majority of those inter- 
viewed rated work favorably--with the exception of wages, 
which were perceived to be low. Respondents expressed a 
less favorable attitude toward welfare--only a small per- 
centage of the women and almost none of the males expressed 
a preference for income from welfare over income from work. 

A little over a third of the men and only 12 percent 
of the women were enrolled in school or job-training pro- 
grams during the time period between the two interviews. 
Only about half of *%ose who could have completed their 
courses during this time period actually finished them. 

Impact on caseload 

At the time of their selection to the sample, all re- 
spondents were receiving welfare. By the initial interview 
some months later, 91 percent of the males and 94 percent of 
the females reported being on welfare. At the second inter- 
view, 82 percent of the males and 93 percent of the females 
were on welfare. 
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Only a minority of the men and women who worked got off 
welfare. Most c,f the working respondents continued to re- 
ceive welfare while they were employed. Most often this 
financial ai. was provided the entire time they were working. 

CONCLUSION 
. 

The study concluded that, based on the responses from 
over 2,800 reinterviewed respondents, the earnings exemption 
provision did not fully achieve its major goal of moving the 
welfare recipients into the work force. 

I.--_ 
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