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ABSTRACT 

This report presents an examination of the use of computer-aided 
techniques to address the problem of fraud in the Aid to Families with 
Dependent Children (AFDC) public assistance program. The examination 
consists of: 

• summarizing the administration and operation of the 
AFDC program 

• reviewing the nature and extent of fraud in the program, and 

• identifying the types of computer-aided techniques used to 
curtail fraud in the AFDC program, describing the nature and 
scope of these techniques and assessing their impact •. 

Report findings are based on a literature survey, interviews with federal 
officials and site visits to state and local AFDC program staff. 
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A. 

B. 

EXECUTIVE SUMMARY. 

Introduction 

A major problem in the administration of public assistance 
programs is fraud by recipients. A number of strategies have 
been implemented to curtail recipient fraud and maintain program 
integrity. Primary among these strategies are computer-aided. 
anti-fraud techniques. This report examines the uS"e of these 
techniques in the Aid to Families with Dependent Children (AFDC) 
program. 

Information ptesented in this report represents a synthesis 
of a review of pertinent literature, discussions with federal 
officials, telephone inquiries with AFDC staff~ data processing 
personnel, fraud investigators and prosecutors in 19 states, and 
site visits to six of those states. Conclusions reached are 
thus based on an analysis of (1) current information about the 
nature and extent of fraud in the AFDC program and (2) present 
experience in using computer-aided techniques to curtail recipient 
fraud. 

AFDC Program Overview 

The AFDC program is the nation's largest income maintenance 
program for the needy, serving approximately 11 million recipients 
at an annual cost of about 11 billion dollars. It provides cash 
assistance to needy families with dependent children. While 
there is a substantial degree of federal involvement in the program, . 
the states have primary 'responsibility for operating the program 
and maintaining its integrity. 

There are two distinct types of approaches used by the states 
in administering the program: (1) state supervised programs; and 
(2) state administered programs. In state supervised programs, 
local welfare offices have substantial latitude in establishing 
policies and procedures used to operate the program. By contrast, 
in state administered programs, satellite units typically operate 
the program under relative uniform procedures set by the parent 
state agency (seR Chap~ter 2, pp. 2-1--2-6). 

Application for AFDC benefitE~ client reporting, and periodic 
redetermination of eligibility are the key operational components 
of the program. The application process is deSigned to establish 
whether the applicants qualify for assistance according to federal 
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and state standards with regard to need R~d financial resources. 
While there are differences among states in terms of their appli
cation process, there are a number of basic factors that are 
typically examined in determining eligibility and the amount of 
cash benefits. These factors concern: (1) property resources; 
(2) income resources; and (3) basic needs. In addition to 
providing this information during a face-to-face interview with 
the intake/eligibility worker, the applicant must submit supporting 
documentation and sign the application form attesting to the vera
city of the information under penalty of perjury. States, in 
turn, must verify the information provided by the applicant. 
While verification procedures vary among states, the process 
may include home visits and third party contacts (see Chapter 2, 
pp. 2-7--2-19). . 

States differ with regard to the procedures used for client 
reporting. Some states periodically send all AFDC recipients 
change of status forms that must be completed and returned, 
while other states merely require a response if a change in 
status has occurred. 

Redetermination is required at least every six months. 
Like other, processes in the administration of the AFDC program, 
redetermination differs among the states with respect to the 
extent of information reviewed, the kinds of documentation 
required, and the methods of verification used. Redetermination 
in some states is as thorough as the initial application process; 
in other states it only involves the examination of specific 
eligibility factors. 

Although information concerning the nature and extent of 
fraud in the AFDC program is generally inadequate, available data 
indicate that the dollar loss due to fraudulent claims could be 
substantial. HEW's statistics on fraud and official Quality 
Control results suggest that 3 to 13 percent of all AFDC cases 
are involved in some form of fraudulent claims. This is equi
valent to approximately 350,000 to 455,000 AFDC case's obtaining 
about $600 million in public funds illegally (see Chapter 4, 
pp. 4-13--4-26). 

AFDC program fraud is typically viewed as a recipient
perpetrated offense accomplished through intentional misrepresen
tation of application information to obtain p~ogram benefits. By 
most accounts, the misrepresentation of facts concerning income 
by recipients is the most prevalent type of fraud. Other types 
of recipient fraud--notably obtaining duplicate AFDC benefits in 
the same or more than one jurisdiction, misrepresentation of 
family composition or status, or obtaining AFDC payments by 
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falsely reporting the loss or theft of the original benefit pay
ment--are less ~ommon (see Chapter 4, pp. 4-1--4-13). 

C. Findings and Conclusions 

Types and Uses of Computer-aided Techniques. Computer-aided 
techniques constitute one approach used to curtail AFDC recipient 
fraud, among many other activities conducted by AFDC agencies 
which contribute to fraud prevention and detection, e.g., case 
management procedures employed during the AFDC eligibility and 
redetermination processes, the use of fraud "hot lines" and 
publicity campaigns about detection methods and succes~fu1 
prosecutions. (See Chapter 6 for a summary of various prevention 
and detection methods,and Chapter 7 for a description of the 
computer-aided techniques.) 

Computer-aided techniques usually identify a significant 
volume of cases of potential fraud which need to be reviewed 
investigated, and if appropriate, prosecuted. Few cases sus;ected 
of fraud, whether identified by computer-aided techniques or other 
anti-:raud activities, are subject to the full weight of criminal 
sanct10n due to a numuer of organization problems such as: insuf
ficient agency commitment to rigorously deal with fraud; inadequate 
manpower to investigate leads; the low priority given to the 
prosecution of AFDC fraud cases by prosecutors; and lack of 
coordination between AFDC caseworkers, fraud investigators and 
prosecutors. Three general types of computer-aided techniques 
have been used by AFDC agencies: 

(1) computer-aided matching 

(2) selective case action, and 

(3) selective case screening. 

By far, computer-aided matching techniques are the most prevalent 
and most routinely used. The anti-fraud application of selective 
case action techniques and selective case screening techniques has 
been very limited thus far. Selective case action techniques in 
particular, appear to be used primarily in the detection and ' 
management of AFDC error as opposed to being applied directly to 
the curtailment of fraud. 

.' j xiii 

~.------------------------------------------------------------------------------------~----------------------~~--------------------------------------------------------------------------~-----~--



ways: 
Computer-aided matching techniques are used in three different 

• Wage ·Matching including Employment Security, Summary 
Earnings Records, and Payroll Matching (see Chapter 7, 
sections 7.2.1 through 7.2.3.2) 

• Jurisdictional Matching including inter- and intra
state matching (see Chapter 7, section 7.2.4), and 

• Benefit Matching including Unemployment Compensation 
and BENDEX matching (see Chapter 7, sections 7.2.5 
through 7.2.5.2) 

Wage and Benefit Matching focus on the detection of unreported 
income, while Jurisdictional Matching concentrates on identifying 
potential cases of duplicate benefit payments. W{Lge Matching is 
the most frequently used technique; this is consistent with the 
common belief that recipient misrepresentation of earned income is 
the single most prevalent type of fraud in the AFDC program. The 
basic logic underlying all computer-aided matching techniques is 
similar: 

• a listing of an AFDC caseload for a specified time 
frame is constructed from state (or county) welfare 
files 

• wage data or another AFDC caseload file for the same 
time frame is obtained from the appropriate source 

• the two data bases are matched on the basis of 
common identifiers 

• reports are generated when a match occurs, and 

• the match reports are sent to local welfare agencies 
for manual validation and the initiation of case 
reviews 

Major differences among matching techniques involve: 

• the source of the comparison data base used in the 
matching effort 

• the quality, specificity and timeliness of the 
comparison data base 
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• the type of data elements used to match the AFDC data 
base with the comparison data base 

• the frequency with which the matching effort is 
performed, and 

• the operational procedures associated with processing 
the match and initiating anti-fraud activities based on 
reports generated from the matching effort. 

Unlike matching techniques which compare data from two or more 
sources to detect potential inconsistencies, "selective case action" 
and "selective case screening" techniques are designed to isolate 
individual AFDC cases with specific factors thought likely to be 
indicative of error or fraud (see Chapter 7, sections 7.3 and 7.4). 
The primary distinction between them is the method used to identify 
cases for further examination. Selective case action is based on 
developing an empirically-based, error-prone profile and systema
tically applying this profile to the AFDC caseload. Cases fitting 
the profile are singled out for special review by welfare agency 
staff. By contrast, case screening is designed to identify cases 
possessing one or more particular characteristic(s) selected by 
persons conducting the screening. 

Table E-l presents the charactestics of each technique in 
terms of: (1) the data bases used; (2) the primary focus; (3) the 
typical frequency of performance; and (L;) the users among the 
group of states contacted by MITRE. 

Effectiveness of Computer-aided Techniques. Hard evidence on 
the effectiveness of these techniques is lacking. In and of 
themselves, the techniques play only a supporting role in the 
prevention and detection of fraud in AFDC. It is conceivable 
that publicity about the use of computer-matching techniques 
and the successful prosecution of a few notorious cases identified 
by these techniques may have a deterrent effect upon some welfare 
recipients ~ho might otherwise consider defrauding the AFDC pro
gram. However, detection of fraud based on computer-generated 
leads is highly dependent on the availability of staff at local 
welfare agencies to conduct case reviews and on their capability 
to collect evidence to establish fraudulent intent effectively 
(see Chapter 7). 

No formal assessment of the anti-fraud power of various 
computer-aided techniques has been performed thus far. Because 
of this, very little can be stated about their cost and effective
ness. What information does exist raises some questions about 
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TYPE OF TECHNIQUE 

\lAGE HATCHES 

EllPLOYHENT SECURITY 

SUl!MARY EARNINGS 

PAYROLL 

JURISDICTIONAL MATCHES 

INTRA-STATE 

INTER-STATE 

BENEFIT MATCHES 

UNEllPLOmENT COMPENSATION 

BENDEX 

OTHER MATCHES 

MISCELLANEOUS 

SELECTIVE CASE ACTION 

SELECTIVE CASE SCREENS 

TABLE E-1 
TYPES OF COMPUTER-AIDEO, 

ANTI-FRAU!) TECHNIQUES 

DATA BASES USED PRIMARY PURPOSE 

State. Quarterly Wage Earning Detection/ 
Reports & Arne Caseload Prevention 

Social Security Adm. Detection 
Summary Earnings Records & 
AFDe Caseload 

Federal/State/Local Gov't. Detection 
or Industry PayrOll ~J8ges & 
AFDC Caseload 

" 

AFDe Caseloads of Local Prevention/ 
Jurisdictions within a State Detection 

AFnC Cllseloads of Two or Detection 
More States 

Unemployment Compensation Detectionl 
Benefit Roll .s AfDC Caseload Prevention 

Retirement, Survivon and Detection 
Disability Insurance 
Benefi ts & .(t.FDC Caseload 

Varied (State Income Tax, 
Hotor Vehicle, ;:;chool 
Attendance. and Other 
Benefit Program Records) & Detection 
AFDC Caseload 

AFDC Caneload & Srror Detection 
Prone Profile 

AFDe Caseload & Selective Detection 
Factors 

• Does not include partiCipation in Project Hatch 

PP.IllARY FOCUS FREQUENCY OF USE STATES CONTACTEO 
(Typical CaBe) US.ING TECHN!QUE 

I 

l 
Calif., Del., Fla., 
Iowa, Md •• NY •• 

Identify Unreported Quarterly Ore., Ind., Pa •• 
Eatned Income Fraud Tenn •• Tx •• Va. ,WA 

Identify Unreported Project Basis Mass., Mich., NJ., 
Earned Income Fraud NY •• Ohio •• Pa., 

'rX •• Wash. 
.' 

Identi fy Unreported Project Basis Hass., Hich •• NY, 
Earned Income Fraud Ohio •• Pa., Tx., 

Wash. 

Calif., Fla., Ind., 
Iowa*. Ma., Md •• 

Identify Duplicate Routine at Mich., NJ., Ore., 
ArpC Assistance Fraud Application or p&'., Tenn., Tx., 

Project Basis Va.., W"gh. 

Identify Duplicate "Project, Basis Calif., Ind., Iowa, 
MDC ,AsSistance Fraud Ma., Md., Mass., 

Mich., NJ., Ohio, 
Ore., Pa., WA* 

Del., Ind., Ky., 
Ma., Md., Masa., NJ 
NY. Ohio, Ore., Pa. 

Identify Unreported Quarterly Tenn., Va. 
Benefit Income Fraud 

Verification of Monthly 
Reported Ben,",f! t All States 
Income 

i' 
Identify Unreported Ky .. NJ., NY., O~e. 
Income, Benefits. AssetE Project "Basis Tx. 
and Family StatuB Fraud 

Identify ~ Prone 
Casee for Prioritizing Routine Tx. 
Redeterminations and 
ot\1er Specializad Case 
Actions 

Identify Groups of Cases Project Basis Ca. t Del., Fla •• Ky 
fot! Special Examination Md •• Mich •• NJ, NY, for Possible Frau" Ore. Tx. Wash. 

-
L __ ~_~ ______ ~ _______ ~...a...--__ ~ ___ ~ __ ~O _'---__ -----' ____ ~_ .. __ ~_ 
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the utility and cost of the techniques as they are currently 
employed. Available information about matching techniques, in 
particular, suggest that these techniques often uncover a rela
tively small number of cases in which fraud may be actually 
present. The "hit ratio" is generally low, i.e., a large number 
of raw matches must be reviewed to turn up a minimal number of 
cases appropriate for prosecution. Experience with the federally
sponsored Project Match illustrates this point, cogently depicting 
the large number of cases which drop out of the case flow during 
the manual review and investigative processes (see Figure E-l). 
Of the 33,000 matches initially identified by the computer-aided 
comparison of AFDC recipients with federal employees, approximately 
57 percent (18,900) were validated and forwarded to the appro
priate state public assistance agency for intensive manual review. 
After one year, the states had reviewed 14,352 of these matches, 
determining that about 33 percent (4,710) involved error or fraud. 
Of the cases reviewed by the states, less than one percent had been 
prosecuted and only another seven percent were actively being 
investigated for possible judicial action. 

Some assessments have examined computer-matching techniques 
in terms of their impact on uncovering AFDC errors but neglected 
to follow through to the logical conclusion of evaluating the impact 
of the techniques on identifying cases ctE fraud. Nor have there 
been assessments of the effectiveness of computer-aided matching 
techniques in fraud detection in comparison to alternative anti
fraud activities such as "hot lines" or specialized eligibility 
units. 

Available cost analyses of computer-aided techniques have a 
number of deficiencies. They tend to justify the cost of those 
techniques by overemphasizing their deterrent effect without 
supportive empirical data. Different assumptions are used to 
estimate cost savings for various techniques. For example, one 
assessment may be based on the amount of AFDC benefits recovered 
from cases identified by matching techniques, while another 
assessment may estimate total savings realized over the standard 
"life" of a case. Finally, cost estimates on the use of computer
aided techniques focus on computer processing costs without 
accounting for the cost of extensive m~npower expenditures necessary 
to review computer match reports and filter out invalid matches 
(see Chapter 7). 

Problems Related to the Use of Computer-aided T.echniques. Computer 
technology is not the limiting factor to the use or future growth 
of computer-aided techniques. The effective use of these tech
niques is influenced by: 
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• the sufficiency of the data bases used 

• the adequacy of administrative and managerial support 

• reliable informad,on concerning the costs and 
effectiveness of various techniques, and 

• any restriction emanating from privacy considerations. 

The effectiveness of most existing computer-aided techniques 
has been adversely affected by the quality of the data used to 
perform appropriate comparisons. Often the data used to conduct 
these techniques are outdated, inaccurate, incomplete and of in
sufficient scope to effectively pinpoint cases in which fraud is 
highly probable. As a result, excessive manual follow-up efforts 
are often required to validate large amounts of computer-generated 
information and to eliminate incorrect matches. Because of the 
poor quality of data, a relatively small number of those cases 
initially identified by matching techniques result in referrals for 
investigation. (Once again, see Figure E-l which depicts the flow 
of cases for the Federally-sponsored Project Match.) Similarly, 
the use of limited matching criteria, namely the SSN, name and 
data of birth, also appear to lead to the identification of an 
excessive number of cases that need to be manually reviewed. The 
use of such criteria is inadequate because recipients with the 
intent to defraud can easily falsify or misrepresent information 
so as not to be detected by these criteria. Consequently, currently 
available computer-aided techniques are quite limited as a means 
for detecting more sophisticated attempts to defraud the AFDC 
program (see Chapter 8, pp. 8-1--8-7). 

Inadequate administrative and managerial support also appears 
to impede the successful use of computer-aided techniques. This 
inadequate support extends to the availability and sufficiency of 
EDP resources in welfare agencies, the availability of personnel 
resources to perform case reviews, and the availability of investi
gative and prosecutorial manpower to effectively deal with the 
additional cases generated by computer-aided techniques. Further
more, formal procedures regarding the use of techniques, including 
guidelines for coordinating case processing from the time a case 
is identified by computer to prosecution, are often deficient and 
sometimes altogether absent. Of particular importance to the 
proper support of computer-aided techniques is a strong commitment 
by all those involved, from AFDC eligibility workers to prosecutors, 
to actively pursue fraud in the program. This commitment must 
include adequate funding for the anti-fraud effort. Without this 
commitment, increased refinement and expansion of computer-aided 
techniques appears unlikely given the competing demand to reduce 
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administrative costs in the program. At the present time, 
decision-makers appear unwilling or unable to provide the justi
fication required to make substantial investments in this particulaF 
area because there is yet no solid evidence concerning the cost
effectiveness of various computer-aided techniques. This is .like 
a "Catch-22" situation: without adequate support, computer-aided, 
anti-fraud techniques will only be marginally effective; the lack ~ 
of strong evidence of major impact discourages the commitment of 
resources (see Chapter 8, sections 8.2 and 8.3). 

Privacy problems do not appear to be a substantial constraint 
on the current 'Use of computer-aided techniques (see Chapter 8.4). 
Most of the commonly used techniques--ES Matching, SER Matching and 
Project Match Payroll Matching--are now governed and permitted by 
federal laws and regulations. These laws and regulations include 
provisions which clearly permit access to the data required for 
matching as well as provisions with which agencies must comply so 
as to protect the privacy of individuals identified via comput~r
matching techniques. Additionally, these techniques are often 
further regulated--again, with respect to the privacy of individuals 
and the confidentiality of information--at the state level by 
myriad laws and administrative directives. Two issues, however, 
appear to be most relevant given the current state-of-the-art with 
regard to computer-aided, anti-fraud techniques. The first of 
these issues deals with the dissemination and processing of data 
generated during computer matching activities detailing the ide:ltity 
and status of AFDC recipients. Because raw matches cannot be equated 
with fraud, agencies need to be extremely careful about initiating 
case actions or making public allegations on the basis of this 
information. When this care is not taken, welfare agencies may 
be inviting charges of harassment and abridgement of due process. 
A second issue concerns further restrictions to be placed on 
agencies 17egarding access to new sources of data for the matching 
programs. As new federal and state privacy laws are implemented, 
welfare agencies may be unable to tap additional data sources such 
as bank, school and state tax records in order to expand, refine, 
or develop new matching techniques. 

D. Recommendations for LEAA 

An assessment of the use of computer-aided techniques to cur
tail recipient fraud in the AFDC program suggests that LEAA's poten
tial role in this area appears to be very specialized. Before 
initiating major activities in this area, LEA~ should determine 
the priority of public assistance fraud relative to other criminal 
justice system needs in terms of current resources and commitments 
(see Chapter 9). Given a policy decision that recipient fraud is 
an important problem, LEAA could: 
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• evaluate the fraud-control effectiveness and costs of 
'v~drious anti-fraud strategies including computer-
aided techniques, hot-lines, hopper alerts, an~ various 
case maintenance activities 

• support analytic efforts designed to increase the "hit 
ratio" of computer-aided; anti-fraud techniques 

• conduct studies of prosecutorial activities with 
regard to recipient fraud, and 

• coordinate criminal justice system efforts with HEW 
activities to achieve maximum impact on recipient 
fraud reduction. 

Initiation of any of these activities would require inter
agency coordination and cooperation at the federal and state/ 
local levels. 

xxi 



1. BACKGROUND AND METHODOLOGY 

1.1 Purpose 

This report, conducted under the auspices of the Law Enforce

ment Assistance Administration by The MITRE Corporation, examines 

the use of computer-aided techniques to address the problem of 

fraud in the Aid to 'Families with Dependent Children (AFDC) 

public assistance program. This examination identifies the 

kinds of computer7aided techniques which are currently being 

used by agencies responsible for curtailing fraud in this program; 

assesses the nature and scope of these, techniques; examines what 

is known about the impact of these techniques; and details the 

major problems associated with the use of these techniques. 

Some background information about the AFDC program is critical 

to the understanding of the contribution and inherent limitations 

of computer-aided techniques. 'For that reason, an overview of the 

AFDC program is presented first in order to summarize the major issues 

related to fraud in the administration of the program, to describe 

important federal, state and local anti-fraud activities, and 

to analyze the problem of preventing, detecting, investigating 

and prosecuting fraud. 

The information presented in this report is geared primarily 

toward a general audience interested in acquiring a basic under

standing of the use of computer-aided, anti-fraud techniques for 

public assistance programs. The content of the report is intended 

to provide a useful reference for federal,. state and local officials, 

especially program integrity and fraud investigative staff, about 

the design, implementation, operation, and effectiveness of various 

computer-aided techniques. In this regard, the report contains 

a guide to available computer-aided techniques, including reference 
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sources where more detailed and technical in.for.mation about par

ticular techniques can be located. . 

Finally, this document provides LEAA o.fficials with a basis 

for' ~ssessing that agency'·s potential role in supporting efforts 

to reduce welfare ,fraud, especially with respect to computer

aided, anti-.fraud activities. 

1.2 Selection of the kFDC ~rogram as the Study ~ocus 

Initial background research led· the authors to the conclusion 

that to address in practical terms the~tility of computer-aided 

techniques and the problems associated with their use, such 

techniques should be examined in the context of the specific 

program in which they were designed to operate. The selection 

of'the AFDC program as the focus of this examination is based 

on three considerations. 'First, the M!DC program is the nation's 

largest and costliest cash assistance program, providing income 

support for more than 11 million needy people at an annual cost of 

nearly 11 billion dollars. l Error, abuse and fraud within the 

program are estimated as excessive and the program is frequently 

cited as an abyss of administrative complexity that invites and 

perpetuates fraud. 2 

lU.S. Congress, House, Subcommittee of the Committee on Government 
Operations, Hearings, Administration of the AFDC Program, 95th Congo , 
1st Sess., (1977), p. 1. Cited hereafter as Committee on Government 
Operations, Hearings, Administration of the AFDC Program, (1917). 

2Roark M. Reed, "Welfare 'Fraud: The Tip of the Iceberg," National 
Journal of Criminal Defense, Vol. 3, (Spring, 1977), p. 164; See also 
u.S. Congress, House, Committee on Government Operations, Report by 
The CongreSSional Research Service, Administration of the AFDC Program, 
95th Cong., 1st Sess., (April1971). Cited hereafter as Committee on 
~overnment Operations, Congressional Research Service Report, Adminis
tration of the AFDC Program, (April 1977). 
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Second, the AFDC program is intimately related to a variety 

of other federal and state benefi!:. programs. In many states, 

AFDC eligibility is a determinant of qualifyi~g fo·r other programs 

such as food stamps, Medicaid, and various social service benefits. 

Computer-aided techniques for the prevention and detection of ,fraud 

in the AFDC program have ramifications and applications for the 

prevention and detection of fraud in these related programs. 

Computer-aided techniques applicable to the AFDC program typically 

employ similar logic, address similar types of .fraud and use 

similar information as in otherrecipient~oriented public assistance 
programs. 

Third, pressures from the pub;lic,. the press, the U.S. Congress 

and state legislatures for dealing with AFDC fraud, abuse, and 

error have been intense in the late 19]0's. Despite indications 

of serious abuses in other government benefit programs, the AFDC 

program appears to have been singled out puBlicly as the focus of 

concerns with rampant fraud. The A'FDC program is perhaps the one 

government program most easily identified by Americans when they 

think or complain about the inadequacies of the welfare system.3 

The program has been characterized frequently by lay persons and 

experts alike as a government program that "encourages and 
4 

3 

perpetuates fraud." Many program advocates believe that stringent 

Committee on Government Operations, Hearings, Administration of the 
AFDC Program, (1977), p. 2. 

4See for instance, U.S. Cong-ress, Subcommittee of Fiscal ~olicy, Joint 
Economic Committee, Report, Welfare - An Administrative Night1llare; 
Studies in PuBlic Welfare, 93rd Cong.,lst S'ession, (1973), Paper No.5, 
Part 1; Washington Post, "The Welfare Enigma," (March 8, 1917), pp. C1-C2; 
and U. S. News and World Report, "Mess in Welfare - The Inside Story," 
(February 20, 1978), pp. 21-24. 
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efforts to deal with fraud in the prog-ram are necessary to -reverse 

a trend of decreasing cOll).ID1lnity support (e.g., Proposition 13) for 

the prog-ram. 

These and similar considerations have provided the impetus 

to federal and state efforts in applying computer~aided techniques 

to deal with fraud in the AFDC program. The MITRE literature review 

and discussions with various officials at the federal level reveal 

that in recent years state efforts- to Clea1 with fraud in government 

benefit programs (including computer-aided efforts) have been 

heavily concentrated in the AFDC area. The prevalence of federal 

and state efforts to reduce fraud in the AFDC prograDJ. and the con

comitant development of computer-aided techniques to assist in 

these efforts make th.e program a logical focus for this examination 

-of computer-aided, anti-fraud techniques. 

1.3 Study Approach 

This study of computer-aided, anti~fraud techniques is 

exploratory in nature. It represents a new area of research for 

the LEAA and is a first attempt to examine these techniques from 

a law enforcement perspective. Previous research concerned with 

the use of these techniques has b.een conducted Within an information 

systems perspective or within a tramework emphasizing the reduction 

of agency errors in determining AFDC app1icante1igihility and 

recipient benefits. In contrast, this study focuses on recipient 

fraud, since it is most frequently addressed by cOmPuter-aided 

methods and has broader law enforcement implications than 

administrative errors and internal fraud. 'Fur~her, it is not 

the purpose of this study to draw a representative sample and 

generalize to the larger universe, Dutrather to indicate the 

nature and extent of use of computer-aided techniques to counter 

AFDC fraud and abuse. 
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A four-stage data collection effort was devised in this 

study. The first stage consisted of a review of the literature 

related to AFDC fraud and anti~fraud efforts, relying on relevant 

documents prepared by HEW, -reports detailing congressional hearings 

and articles appea:r:ing in newspapers, magazines and professional 

journals. The second stage supplemented the published sources of 

information oy -means of' interviews with _federal officials involved 

in the adminj:stration of the APDC program and discussions with 

staff members of national associations concerned with the problem 

of -welfare fraud. In the thi-rd stage telephone inquiries were 

made with AFDC program staff, data processing personnel, fraud 

investigators and cr~ina1 prosecutors in 19 states. The final 

step of the data collection effort consisted of site -visits to 

six of the states previously contacted via telephone to explore 

in greater depth the application of computer-aided, anti-fraud 

techniques. 

The remainder of this section presents 'more details on the 

range and position of government officials and officers of national 

organizations contacted; the development and app1ica.tion of site 

selection criteria; the states chosen for telephone contacts and 

site viSits; and the methodological limitations of the study. 

1.3.1 Contacts with the Federal Government and National Organizations 

At HEW a diversity of diVisions, Dureaus and branches are 

responsible for AFDC program administration and a variety of anti

fraud related activities. Therefore, contacts were initiated with 

numerous organizational units within HEW and discussions were sub

sequently held with representatives of a number of key offices, 

including the: 
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• Off ice of Inspector General (»ivision of Investiga
tions; HEW Audit Agency; and Diyision of Health Care 
and Systems Review) 

• Office of General Counsel 

• Social Security Administration, Office of 'Family 
Assistance (piyision of'Program Integrity; Systems 
and Procedures Branch; Division of' 'Management and 
Support; Division of' Pol:i:cy; and the Welfare Reform 
Task 'Force), and 

• . Social Security Adm:i:nistration, O,ffice of P'rogram 
Operation (~ureau of Data Process:i:ng; Benefit Data 
Service Branch) . 

In addition to reviewing HEW's role in the adm:i:nistration of 

the AFDC program, federal officials were asked to identify 

exemplary, unique or highly routinized computer-aided, anti

fraud techniques utilized by the states and to suggest appro

priate individual contacts at the state level. 

Several national-level organizations concerned with cur-

tailing welfare fraud were also contacted, of which the 'most helpful 

were the National Welfare 'Fraud Association (~FA) and the 

National District Attorney's Economic Crime Project (ECP). Dis

cussions with members of these organizations centered on the topic of 

welfare fraud as well as general policy issues related to welfare 

program administration, integrity and quality control. Repre

sentatives of NWFA and ECP were also asked to suggest state and 

local agencies most advanced in the application of computer 

technology to detect and prevent AFDC welfare fraud. Additionally, 

the NWFA solicited its members on behalf of ~ITRE to locate 

relevant information for this study. 
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1.3.2 Contacts with State Agencies 

Two general criteria guided the selection of states to be 

contacted: 

• the extent to which the states appear to utilize a 
variety of computerized techniques in the detection 
and prevention'offraud, and 

• the extent to which the states appear to pursue 
activities related to the detection, investigation, 
and prosecution of AFDC f'raud. 

Four factors were used to est:i:mate the nature and extent to 

which computer-aided techniques were used by the states. These 

factors were: 

• the degree to which states were known to conduct 
income matching activit:i:es in the administration 
of their AFDC program 

• the fact that a state used error-prone profiling 
methods :i:n the conduct of :i:ts quality control or 
case management act:i:v:i:t:i:es 

• the extent to which states employed auto.1l).ation in 
the ver:i:fication of AFDC eligibility ~nformation, 
and 

• the degree to which states appeared to rely on 
computer-aided detection of any sort to refer 
significant numbers of cases for fraud investi
gation. S 

Literature sources used to make these judgments included' James J. 
Trainor and Ronald J. Lentz, A Report on the Use of Inco~e Data in the 
Administration of the AFDC Program, Unpublished document for the 
Department of Health, Education and Welfare, Social Security 
Administration, Office of 'Family Assistance, Systems Development 
Branch, (July 1978); Department of Health, Education and Welfare 
Social Security Administration, Office of Management and Adminis~ration 
AFDC Quality Control-States Corrective Actions Taken from April 1973 ' 
through June 1977, OQA Pub. No. 008, (July 1978),; and Robert E. Oshel 
and W. Barry Blandford, AFDC Fraud Control Mail Survey Data Book, 
General Research Corporation, (October 1976). 
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When judging the extent to which, states appeared to be 

actively pursuing aGtiyities 'related to the detection, investi

gation and prosecution of fraud, fou~ additional factors were 

considered. These were: 

• 

• 

• 

• 

the number of AFDC cases deter,mined to involve 
a question of' ,fraud 

the number of AFDC cases referred to law 
enforcement officials for investigation of fraud 

the number of NFDC cases which resulted in the 
prosecution of ,fraud., and 

the existence of a statew;lde f'rana investigation unit. 6 

A total of 21 states was selected to be contacted by telephone 

based on' an examination of the eight ,factors listed above. Gen

erally, s~ates were selected where indications existed that they 

were above average with respect to these factors. For instance~ 

d i f ' dl.'fferent income 'matching activities was a state con uct ng • O~I?=, 

considered'1I).ore favorably than a state conducting one income 

'nJ,atching activity. Similarly, states referring large numbers of 

cases suspected to invoive fraud to law enforcement officials were 

considered more favorably than those referring f:\maller numbers. In 

addition to considerations based on the factors associated with the 

two major selection criteria, state selection also took into 

account a number of recollUl;lendations from knowledgeable persons at 

HEW. Specifically, some states were given preference because 

welfare agencies in those states employed persons known to be 

especially conve~sant in the topic area or because certain anti-fraud 

activities were considered to be noteworthy. 

6The major literature source of information about these factors was, 
Department of Health, Education and Welfare, Social Security Adminis
tration, Office of R.esearch Statistics, Disposition of Public 
Assistance Cases Involving Questions of Fraud-Fiscal Year 1977, HEW 
Pub. No. 79-11933, (October 1978). 
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Table 1. ... 1 lists the 21 states ,finally selected for telephone 

contacts, specifies the type of program administration (state 

supervised or state administered) and denotes the size of the 

state's 1977 AFDC case10ad. As is evident in this table, the 

sample represents states in all sections of the country. It 

includes a ~ixture ot large and small states as well as a ~ixture 

of AFDC administrative structures (see Chapter 2, Section 2.3). 

Overall, the 21 states account for oyer two-thirds of the nation's 

total AFDC caseload and approximately an equivalent ~ount of the 

total program expenditures. 

Of the 21 states selected, telephone inquiries to 19 were 

completed. Two states would not provide anYIl.leaningful infor

mation in response to our inquiry. Additionally, several persons 

in the states contacted declined to discuss their activities. 

1.3.3 Selection of States for SiteYisits 

The purpose of these visits was threefold. 'First, they 

provided an opportunity to follow up on topics discussed during the 

telephone contacts. The second purpose of the site visits was to 

conduct a 'mOre in":"'depth examination of various computer-aided, 

anti-fraud techniques as appliea at both the state and local levels 

so as to gain a firsthand impression of how the techniques f,it into 

the state's overall anti-fraud strategy. The site visits also 

afforded an opportunity to discuss future state plans to enhance 

present systems or to design new computer-aided approaches to 

prevent and detect AFDC fraud. 

Selection of states for site visits was base~ on the appli

cation of three criteria. These criteria were: 
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TABLE 1-1 

STATES SELECTED TO BE CONTAC~ED BY TELEPHONE 

*. 
STATE REGION AFDC CASELOAD 

Californb (SS) ** 
Delaware (SA) 

Florida (SA) 

Illinois (SA) 

Indiana (SS) 

Iowa (SA) 

Kentucky (SA) 

Maine (SA) 

Maryland (SS) 

Massachusetts (SA) 

Michigan (SA) 

New Jersey (S5) 

New York (8S) 

Ohio (SS) 

Oregon (SA) 

Pennsylvania (8S) 

Tennessee (SA) 

~exas (SA) 

Utah (SA) 

Virginia (SS) 

Washington (SA) 

West 

Mid-Atlantic 

South 

Midwest 

Midwest 

Midwest 

South 

Northeas~ 

Mid-Atlantic 

Northeast 

Midwest 

East 

East 

Midwest 

Northwest 

East 

South 

Southwest 

West 

Mid-Atlantic 

Northwest> 

Cases 

472,438 

10,677 

82,553 

217,107 

53,750 

31,342 

65,844 

19,804 

72,449 

122,532 

202,690 

138,939 

372,742 

180,235 

42,361 

208,078 

61,627 

96 ~ 643 

12,651 

59,093 

48,494 

Recipients 

1,417,490 

31,366 

243,000 

715,772 

160,377 

93,718 

197,361 

59,593 

210,106 

371,814 

642,062 

448,963 

1,208,011 

542,710 

119,719 

655,863 

175,516 

309,180 

37,153 

171,272 

140,106 

*Source: James J. Trainor and Robert J. Lentz, A Report on the Use 
of Income Data i~ the A,dmi~i.stration of the AFDC Progr;:lm, Department 
OTllea,lth, Education ana: \\Telfare, Social Secutity Administration, 
Office 0.£ Family Assistance, (July 1975). 

**SA/SS indicates whether state AFDC progr~m is state adtninistered or 
state supervised. 
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• findings gained from the telephone inquiries 

• receptivity indicated by persons contacted in 
the state, and 

• national-level reputation as indicated by the review 
of the literature and conversations with HEW staff and 
representatives of national organizations involved in 
curtailing we1.fare .i;raud. 

Applying the criteria to the 19 states which cooperated with the 

telephone inquiries, a total of six states· were selected .for site 

·yisits. The states chosen and later visited were California, 

'Florida, Maryland, 'Michigan, Ohio and Washington. 

1. 3.4 'Methodological Limitations 

The data collection -methods used in this study were driven 

largely by the need to locate within a limited time period available 

information about the general use o.f computer-aided techniques. 

This study is not intended to produce a comprehensive catalog of the 

use of computer-aide.d techniques in the states~ nor to assess the 

operation of anyone technique in a particular state. Rather, the 

report attempts to synthesize the data collected into a general 

characterization of the nature, extent and use of computer-aided 

techniques to curtail recipient fraud in the AFDC program. Given 

this focus, the data collection effort, especially the selection of 

states for telephone inquiry and site visits and the selection of 

individuals to contact in particular states, had to be guided by 

the availability of usable information, rather than scientific 

sampling or survey procedures. 

In interpreting the findings contained in this study, the 

reader should keep several points in mind. First, the report 

focuses on recipient fraud rather than employee or vendor fraud 
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in the AFDC program. This focus was chosen because current 

computer.-aided, anti-fraud techniques appear to deal almost 

exclusively with this type of fraud. Second, the :i:nformation 

collected during the course of this study 'may overly reflect 

the practices and perceptions of federa1- and state-level officials. 

While some local officials were contacted both by telephone and 

during site visits, federal and state contacts serve as the major 

source of information for this report. This is consistent with 

the fact that the 'majority of computer-aided, anti-fraud techniques 

are employed at the state level. Third, a substantial amount of 

information in this report, particularly that information perti

nent to the effects of the identified techniques and the problems 

associated with their use, relies heayi1y on the perceptions and 

opinions of persons interviewed. Because of the 'method used to 

select these persons, the findings mayor may not reflect the 

conditions on a nationwide scale. Additionally, there is the 

question of'bias on the part of some interviewees due to the 

particular nature of their jobs. 

1.4 Organization of Document 

Chapters Two and Three of this document provide the reader with 

background on the administration of the AFDC program,covering the 

origin and intent of the program, the major differences in the 

organization of state programs, and the typical eligibility, appli

cation and redetermination procedures. Four key issues related to 

the administration of the AFDC program are presented in Chapter 

Three: (1) the complexity and intergovernmental nature of the 

AFDC program's rules and regulations; (2) the multi-program respon

sibilities of those who administer the program; l3} the pressures 

to check administrative cost in the program; and (~) the nature of 

the electronic data processing capabilities supporting the program. 
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The problem of fraud in the AFDC program and federal and 

state responses to this problem are discussed in Chapters Four 

through Six. The nature and extent of fraud in the AFDC program 

is dealt with in Chapter Four. Chapter Five explores the purpose and 

impact of HEW~s Quality Control program, describes the role and 

activities of HEW"s O.Uice of Inspector General,. and reviews 

key legislation regarding the 'use of the Social Security Number 

and income data for' the es·tab1ishment of applicant identification 

and the operation of computer -matching efforts. Chapter 

Six provides an overview of the nature and scope of AFDC program 

anti-fraud. activities utilized by state and local agencies. These 

activities are described in terms of their relation to the basic 

functions of prevention~ detection~ investigation and prosecution 

of fraud and their general re1ationshi~ to computer-aided, anti

fraud techniques. 

Specific types of cO.II.lputer-aided, anti~fraud techniques and 

the major p.robieI\l.s related to their use are discussed in Chapters 

Seven and Eight. Specifically, Chapter Seven presents three 

basic .categories of compute'r-aided techniques: computer-aided 

matching techniques; selective case. action techniques; and 

selective case screening techniques. Within each category, specific 

approaches and variations are detailed and' compared. Problems 

affecting computer-aided techniques, especially those related to 

inadequate data and to insufficient managem.ent and administrative 

supPQrt, are explored in Chapter Eight. This chapter also examines 

the issue of privacy as it affects the uti1izati9n:of these techniques • 

Finally, Chapter Nine offers some suggestions concerning the 

potential role of LEAA with respect to supporting welfare agency 

efforts to curtail AFDC fraud, particularly computer-aided ones. 
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2. AFDC PROGRAM OVERVIEW 

2.1 Introduction 

The Aid to Families with Dependent Children (foPDC) program 

is the nation's basic income 'maintenance program for the needy. 

In 1976, the AFDC program served oyer 11 ~i11ion recipients at 

a cost of approximately 11 Billion' dollars? The program "s 

legitimacy, efficiency, and legality have been subjects of con

tinuing public debate. 8 To 'understand the nature and extent of 

fraud occurring in the AFDC program and to appreciate the efforts 

and limitations associated with its prevention, detection, investi

gation and prosecution, a brief review of the program is presented 

in this Section. 

2.2 Program Origin and Structure 

The ~DC program has its origins in the ,Great Depression of the 

1930's and in the Roosevelt Administration's attempts to provide 

economic support for the children of poor families without taking 

them from the home. 9 In 1935, Title IV-A of the Social Security 

Act was passed to establish federally supported state programs of 

aid to families with dependent children. The AFDC program was an 

outgrowth of a variety of mothers' pension laws which existed in 

many states at the time of its creation. 10 

7Committee on Government Operations, Congressional Research Service 
Report, Administration of the AFDC Program, (April 1977), p. 1. 

8Robert W. Bennett, "Liberty, Equality, and Welfare Reform," Northwestern 
University La.w Review, Vol. 68, No.1, (1973), pp. 2-3. 

9Reed , National Journal of Criminal Defense, Vol. 3, ($pring 1977), 

pp. 163-165. 

l£eon D. P1atky, "Aid to Families with Dependent Children: An Overview," 
Social Security Bulletin, (October 1977), p. 17. 
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Today, 43 years later, the AFDC program is authorized under 
/1 

the 1978 Amend~ents to the Social Security Act. The'AFDC program 

provides for federal grants to help defray state costs of pro

yiding fin~ncial assistance to needy children who are under age 

if these children: 

..• live in the home of a parent or specified relative 
and are deprived of parental support or care because 
of the death, continued absence - or, if a state elects, 
the uneJ)lployment of a father ..• 

There are essentially fifty-four different AFDC programs 

(one for each state, one for the District of Columbia, and one 

for each of three territorial jurisdictions). Despite a sub

stantial degree of federal involvement in the program, AFDC is 

primarily a state-run program, subject to f~c1,eral laws and 

regulations. The states have the major responsibility for 

initiation, supervising, and maintaining the integrity of the 

program. The administrative structure of the program is not 

monolithically imposed by the federal government, but rather 

is left largely to the discretion of state and, in many cases, 

local governments. Currently, in 18 states the AFDC program is 

state supervised but directly administered by local (~sually 

county) governments. In the other states, the program is directly 

administered by a state agency (for instance, a Department of 

Public Welfare or Department of Social Service). The extent of 

federal support for benefit payments, as established by the 

legislated formula, provides states with between 50 and 77 percent 

of these costs. Program costs of administration and training 

incurred by a state are subsidized by the federal government at a 

rate of 50 percent. State costs for fraud prevention and investi

gation activities are considered to be administrative costs and 
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are funded at the 50 percent rate. Program funding not provided 

by the federal government is- the responsibility of the states. 

In 11 states, state funding of the program is further shared with 

local jursidictions. 12 

At the federal level, the Office of 'Family Assistance (OFA) 

of the Social Security Administration (SSAJ under the Depart1l1ent 

of Health, Education and Welfare (~EW) administers the AFDC 

program. 13 In general, OFA certifies AFDC funding to the states and 

assists, monitors and evaluates the conduct of individual state 

AFDC programs. Much of this responsibility is achieved by review

ing and approving state AFDC plans which, as required under the 

law, specifically describe how each state will conduct its AFDC 

program. 

State AFDC plans are required partly because states have 

been given extensive latitude and flexibility in the way they 

organize and administer their AFDC programs. Within a variety 

of broad legislative and federal policy constraints, states 

develop their own rules, regulations and policies relating to 

how eligibility for program benefits is defined, how the amount 

of cash assistance is determined, and how the various responsibil

ities within a state for program administration are organized and 

supervised. AFDC plans represent the decisions of a state with 

regard to these broad areas and, as a result, are important to 

l2C . omm1ttee on Government Operations, Congressional Research Service 
Report, Administration of the AFDC Program, (April 19]7), pp. 15-17. 

13 
Platky, Social Security Bulletin, (October 1977), p. 18. 
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understanding how a program is 'uniquely operated in any individual 
14 

state. 

2.3 Organization' of' State AFDC Prog'rams 

The major difference among states in terms of organization 

is whether a state's AFDC program is state administered or state 

supervised. The distinction between the two types of adminis

tration is :i:mportant because it is indicative of the degree of 

program uniformity within a state. The distinction is character-

ized by: 
i; 

• the location of the appointing authority for welfare 
agency personnel 

• the extent of local participation in the furnishing 
of funds for assistance payments and administration 

• the location of responsibility for making investigation 
(about eligibility) and maintaining routine contact 
with individual recipients and applicants, and 

• the extent of local responsibility for decisions 
~ertaining to determining eligibility and the 15 
amount of benefits to be received by recipients. 

In state administered AFDC programs, local welfare offices 

are in fact satellite units of a parent state administrative 

organization. These satellite state units administer the program 

l4The specific requiremen'ts of AFDC state plans are detailed in 45 Code 
of Federal Regulations Parts 204 and 205. Also characteristics of 
individual state plans are summarized in: Department of Health, 
Education and Welfare, Social Security Administration, ItCharacteristics 
of State Plans for Aid to 'Families with Dependent Children •••• ," 
published annually by the U. S. Government Printing Office. 

15Department of Health, Edu.cation and Welfare, Social Security Adminis
tration, Cha~acteristics of State Plans for' Aid to ':Families with 
Dependent Children, 1976 Edition, (~ashington: U.S. Government 
Printing Office, 1977), p. 14. 
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in the field, usually under relatively uniform procedures and 

practices established by regional offices and/or the central 

office of the parent agency. 

In state supervised AFDC programs, local welfare off.ices 

providing assistance to applicants and recipients are typically 

county public assistance offices. These county agencies also are 

responsible for :i:mp1ementing and 'interpreting .federal and state 

policies regarding AFDC program eligibility and administration. 

Local agencies in these states typically exercise wide discretion 

ina number of :i:mportant administrative and progra~atic areas. 

Thus, in state supervised programs local procedures and practices 

within the state can differ substantially. 

In all states, local welfare offices (county or state agencies) 

are responsible for the basic program activities with regard to 

establishing, applying and maintaining eligibility for AFDC 

benefits. They also process the information and maintain basic 

records which are essential to the administration of the program 

and the provision of AFDC benefits. State welfare agencies typically 

support local offices in areas such as processing data, disbursing 

checks ,cond1lcting quality control activities, providing legal 

services, and initiating and transmitting changes in federal and 

state policies. Fraud control activities (~hich will be addressed 

in more detail later in this document) are also typically shared 

by states and localities. Like most other AFDC activities, the 

actual location of responsibilities with regard to fraud and 

anti-fraud activities varies considerably from state to state. 

State and local agencies which supervise and/or administer 

AFDC programs also administer or are closely involved with the 
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administration of other public assistance, social service or 

human resource programs. S'tate Al"J)C agencies a.re typically either 

the same agency, or'under the same state umbrella agency, that 

supervises or administers other programs such as 'Medicaid,'Food 

Stamps, Child Welfare Services, Title XX Social Services, Child 

Support Enforcement and other programs of general and el1).e'rgency 

assistance. Because of this, local welfare agencies and their 

staff often have a variety 0~additiona1 responsibilities con

cerning these other benefit programs. }ofany of' these responsibil ... 

ities result from the fact that AFDCrecipients usually qualify 

automatically for benefits under these programs. The organizat

ional link between these programs is important because it 

makes the administration of the kFDC both complex and time 

consuming. It is also important because personnel staffing 

local welfare offices need not only be concerned with the 

integrity of the AFDC program but must be concerned with the 

integrity of other programs as well. 

2.4 AFDC Eligibility, Application, and Redetermination 

Most known AFDC fraud is committed by recipients and 

involves the misrepresentation of information Goncerning eligibil

ity for program benefits. 16 Eligibility for the AFDC program 

is based on the decisions of staff at local welfare agency offices 

who are responsible for processing information required of program 

applicants and recipients by law or regulation. Activities re

lated to the gathering and processing of up-to-date eligibility 

information from applicants and recipients are key to understanding 

the AFDC program, the kinds of fraud that occur in it, and efforts 

to prevent or detect fraud in the program. ~or these ;reasons, 

AFDC eligibility factors and the processes of application and 

redetermination (of eligibility) are discussed below. 

Susan B. Schechter and Robert E. Oshel, Options for Reducing Fraud 
in the AFDC Program, General Research Corporation, (}1arch 1917)., p. 14. 
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2.4.1 AFDC Eligibility Factors 

AFDC is a "means tested" categorical program that provides 

cash assistance (benefits) to needy families with dependent 

children. TInder Section406(~) of the Social Security Act, a 

"dependent child" 'means: 

a needy child who has been deprived of parental support 
or care by reason of the death, continued absence from 
the home, or physical or mental incapacity of a par~nt. 

In addition, the child must be living with one or l1).ore specified 

relatives in "a place of residence maintained by" the relative, 

and be under 18 or 18 to 21 if a student (to be eligible for 

AFDC) .17 

AFDC assistance is limited to those categorically eligible 

who are also considered "needy." Need is broadly construed to 

mean lack of income, resources, or the ability to obtain income 

or resources to satisfy basic wants f8 In practice this means 

that once categorical eligibility is established, an examination 

of need is conducted by an agency inquiry into factors relating to 

need and the ability of applicants to satisfy these needs. The 

Social Security Act and associated federal regulations allow 

states considerable latitude to set eligibility requirements for 

determining need for those categorically entitled to AFDC program 

benefits. By law states have the authority to define standards of 

17U.S. . Congress, Senate, Committee on Finance, The Social Security Act 

18 

and Related Laws - April 1978 Edition, 95th Cong., 2nd Sess., (Apri130, 
1978), p. 224. The AFDC program also allows states to conside; the 
unemployment of the father of a child as a legitimate deprivation 
factor. 

Bennett, Northwestern Journal of Criminal D f ~7 1 68 N 1 ~~~~~~~~~~~~~~~~==~=e~e~n~se, yO. , o. , 
(1973), p. 178. 
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AFDC need and to ·~ake p~Yllients to recipients which satisfy less 

than the standard which is defined.
19 

States differ both in the factors used and the nature of 

their application when determining AFDC e1igib.ility and the 

amount of cash benefits provided. In general, howeve.r, eligi

bility for AFDC program benefits involves a comparison of 

financial resources available to categorically eligible families 

and a state standard of need for a particular size family unit. 

Families with countable incomes in excess of the need standard 

are ineligible for AFDC benefits. In making this comparison 

the basic factors considered are: 

• 

• 

• 

property resources (i.e., the family's ho.me, real property, 
cash assets, cash reserves, life insurance) 

income resources (i.e., the family's wages, pensions, 
support payments, other government benefits), and 

basic needs (i.e. the family's rent, housing, food, 
utilities, child care, personal and work expenses). 

In addition to the basic factors, other factors which may be 

considered include: (1) the suitability of the home where children 

will reside; (2) the willingness of a parent to work; and (~) the 

willingness of a parent to file non-support charges against an 

absent parent and to cooperate with a~thorities in attempting to 

ascertain the whereabouts of the missing parent. 

19U• S. Department of Health, Education and Welfare, Social Security 
Administration, Office of Policy, AFDC Standards for Basic Needs -
July 1978, (March 1979). 
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Although a complete analysis of AFDC eligibility factors and 

how they differ among states is too extensive to detail here, 

eligibility requi'rements related to the inco~e of app1i'cants/ 

recipi'ents and their families are particularly important because 

of their relationship to fraud in the prosram. A substantial 

proportion of AFDC recipientsreceiye earned inco.me in addition 

to program cash benefits. This income is often fro.m employment 

that is temporary or sporadic in nature. Thus, earned income for 

many AFDC recipients is an eligibility factor which may fluctuate 

greatly. The amount of income received by AFDC recipients has a 

direct impact on the level of a recipient's assistance payment. 

Misrepresentation by recipients about the amon.t of earned income 

appears to be an especially easy way to defraud th.e program. In 

fact, experts are unanimous that fraud involving income is the 

most common abuse Imown to exist in the program. Consequently, 

it is not surprising that most of the computer-aided, anti-fraud 

techniques discussed later in this report deal with. this type of 

fraud. 

Consideration of income as a component of AFDC eligibility 

involves federal and state laws, regulations, and procedures. 

Federal laws and regulations detail a number of requirements 

pertaining to income. For instance, federal law specifically 

allows some portion of income earned by AFDC recipients to be 

disregarded when calculating AFDC eligibility and benefits. In 

addition to federal laws and re.gu1ations, state and local laws, 

regulations and local practices also affect consideration of 

income as an eligibility factor. As a result, states employ 

different methods for dealing with income, especially with respect 

to how and when it must be rE!ported for eligibility purposes and 

the techniques used to account for it in the calculation of AFDC 

benefits. The full range of federal, state and local requirements 
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must be considered when cases are examined to determine whether 
20 

income-related fraud has been perpetrated. 

2,4.2 Application for AFDC Benefits 

Application for AFDC refers to the process by which the 

initial decis:i.on on whether to grant or deny assistance is ,made. 

t understand because it is a basic It is an important process 0 

t ' It 1.'S also important because AFDC component of AFDC opera 1.ons. 

application is the principal source of information used by many 

computer-aided techniques applied to detecting fraud in the pro-

gram. 

The AFDC application process is governed by two basic fa:tors. 

The first factor is the laws and regulations which must be applied 

to the process. These directives determine the types of information 

that must be gathered during the 

second factor affecting the AFDC 

21 application process. The 

application process has been 

termed the "philosophy of administration." This refers to how 

states, and the agencies that comprise the AFDC delivery system 

in a state, weigh the competing claims of complying with complex 

administrative regulations and the necessity of responding 

rapidly and compassionately to those with an expressed need 

for services. These competing claims can impact on a state's 

anti-fraud activities because their resolution affects the 

20COmrilittee 'on .. Government Operations, Congressional Research Service 
Report, Admi:~istration of the AFDC Program, (April 1977)"pp. 85-99. 
These pages provide an excellent description of how income is treated 
and impacts AFDC eli,gibility. 

21Ibid ., p. 30. 
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importance placed by state and local welfare agencies qn ensur

ing the correctness and accuracy o,f eligibility infor.mation 

provided oy applicants for'AFDC assistance.~2 Pederal law and 

regulations leave a great deal of disc.retion to the s·tates with 

regard to developing administrative procedures in this area. The 

procedures developed typically reflect the agency's philosophical 

orientation concerning the relative importance attached to service 

delivery as opposed to case cor,rectness and accuracy. As a 

result, there is diversity among states in terms of the amount of 

information required by applicants; the extent to which supporting 

documentation is required; and the need to obtain independent ver

ification of the infor,mation which is provided. 

Federal regulations on the application for AFDC benefits 

(45 CRF 206) are quite basic ,requiring states to provide for: 

• a written application signed under penalty of perjury 

• procedures to ensure that reports of changes in 
circumstances affecting the amount of or eligibility 
for assistance be promptly reported, and 

• eligibility established by application be periodically 
redetermined. 

:( 

'" Application forms in use, hvw~yer, are diverse in both 

length and complexity. A recent congressional survey indicated 

that state AFDC applications range from one form with a minimum 

of four pages and a maximum of 37 pages to 21 forms with between 

27 and 40 pages. The number of ,fQT.'Il1s, the amount of information 

required from an applicant, the a~tent that supporting documen

tation is needed at application, and the degree to which infor

mation is checked for completeness and accuracy by' the welfare 
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agency varies measurably troI1). state to state and, in a,ome cases, 

within states. 23 Typically, however, potential recipients p);,o

vide information and supporting docUmentation'upon application 

concerning: 

• age 

• proof of identity 

• 
• 
• 
• 
• 

family composJ.tionand relationships 

citizenship 

residence 

Social Security Number 

circumstances concerning the depriv~tion Q~parental 
support relating to the dependent child or,chi~dren 

• 'school attendance of children 

• social and emplo~ent needs 

• 'financial resources (income" saying!?, other henefits, 
real property), and 

• living expenses' (shelter, food, emploYll.lent: I1).edi~al 
case, etc.)." 

Application for AFDC involves more than the. submission of 

the required forms. It involves fact~to,.,face contact w,·ith. the 

intake worker. The intake worker not' only provides assistance 

in completing the necessary application forms but als.o ezamines, 

documentation which applicants must provide in support or to 

verify their claim of'eligibility. Supporting documentat~on 

could include items such, as: 

• employment, incoIl}.e and financial ,re~ordf?, (i:.e., pay 
stubs, savings and bank records) 

Ibid., pp. 31-33. 
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• birth, marriage, death and school attendance certificates, 
and 

• rent, mortgage, utility, and food receipts. 

Both the information and the supporting documents are considered 

by the welfare agency in'I1).aking a deterI1).ination of eligibility. 

States also vary in the extent to which verification of 

information to determine eligibility at application goes beyond 

examining the supporting documentation provided bY' the applicant. 

Verification may involve conducting home visits to potential 

recipients or making third party contact wi,th. secondary infor.n,.ation 

sources. These contacts may include letters, calls or c~puter

based inquiries to eI1).p10yers, banks, schools and other government 

agencies to obtain independent confirmation of inforll.lation (pr 

non-information) provided by an applicant. Although most states 

now employ extensive verification methods, the philosophy attached 

to verifying eligibility information at application has undergone 

a significant shift in recent years. During the 1960's, federal 
" initiatives and regulations encouraged we1i;are agencies to base 

AFDC eligibility, to as great a degree as/possible, on the 

information volunteered by applicants. Extensive verification of 

;i.nformation was discouraged in favor of increasing agency ,respon-. 

siveness to recipients and decreasing the extent of intrusion into 

their personal lives as a requireI1).ent of pro graIl}. participation. 

By the early 1970s, however, concerns that de-emphasizing yerifi-. 

cation encouraged fraud llnd abuse in the AFDC prograI1). led to the 

policy reveRsal that now characterizes the prograI1).--one which 

encourages independent verification of at least some of the 

information provided by applicants. 24 

Ibid., p. 30; see also Earl Hokenson, '\Eva1uation ot the Ej::i;ects of 
Simplified Eligibility System: The Impact of the AdI1).inistration "s 
Welfare Reform Legislation on the Determination of Eligibility for 
Public Assistance Payments," Research and S'tatistics as a Management 
Too1,{Washington, D.C.: National Center for Social Statistics, 1971), 
p.22. 
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Once AFDC eligibility is established on the basis o,f the 

information provided at application, the recipient family becomes 

part of the AFDC client caseload and starts to receive periodic 

cash payments. Case records are maintained at local welfare 

otfices on all KFDC families and their members. These records 

are the keystone for administering the program. They contain all 

prov~ded at application ana must be eligibility information .L 

continuously updated to include changes in the status of a ,family, 

services and referrals made within the framework of'the program, 

the amount of benefits paid, and other information which may 

impact a family's eligibility or be necessary for the provision 

of benefits. Typically, information from these case records is 

s~rized in other .files, bOth at the local' welfare office 

itself and at the state welfare agency. The most conunon of these 

condensed records is a master oeneficiary record file which is an 

inventory of basic information about current recipients of the 

program. This file usually includes information such as name, date 

of birth, address, date of eligibility and benefit payment amount 

for each program recipient. 

;Depending upon the state, AFDC b.enefit checks are distributed 

from either the state or local level and may be either mailed 

directly to recipients or mailed for pick-up at local banks or 

welfare agencies. There is a great deal of yariance among states 

in the amount of assistance an AFDC recipient's family may 

receive. Using the HEW's standard for c01l,1parison-,..a family of 

four without any countable incol'(le--A'FDC cash payments range from. a 

low of $54 (Puerto Rico) to a higl( of $546 CHawaiil.25 

25t>epartment of Health, Educathm and Welfare, AFDC Standards £oor 
Basic Needs - July 1978, (July 1978), p. 10. 
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2.4.3 A'FDC Report,ing and Redetermination 

Eligibility for AFDC assistance, and thus the amount of 

assistance available to a family, can change substantially over 

time. Changes in circumstances such as an increase or decrease 

in income, change i~ family composition, or change in liVing 

expenses may not only affect the amount of the A,FDC grant, but 

may also render a family ineligible for the program. Federal 

regulations require states to establish procedures for the AFDC 

program designed to ensure that changes in circumstances related 

to recipient eligibility are systematically brought to the atten

tion of welfare agencies so that eligibility adjustments can be 

made. Two processes conducted by welfare agencies are basic to 

ensuring that eligibility adjustments are made. These processes 

are: 1) client rep,orting; and 21redete~ination of eligibHity,. 

2.4.3.1 Reporting 

In all states, AFDC recipients are informed at application 

of their responsibilities to report changes in their status which 

might affect their eligibility for assistance. There are a 

number of factors which a state or local welfare agency might 

require a recipient to report as a condition of continuing eligi

bility. Typical of factors which must be reported are changes 

in: 

• income 

• family composition 

• residence 

• children's school attendance, and 

• participation in work or training programs. 
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Recipients are first infermed ef their reperting respensibi1ity 

when they cemp1ete the AFDC app1icatien. At this time they are 

typically asked to. sign the app1icatien which includes a certifi

catien that they will repert status changes that might affect 

their eligibility. Signature ef the A;FDC app1icatien is typically 

an acknew1edgement that the recipient understands that failure 

to. repert changes in status may result in criminal penalties. 

Actual practices with regard to. repertingyary widely ameng 

the states. 'Fer example, seme states systematically mail AFDC 

recipients a change ef status/reperting ferm periedica11y (menth1y 

er quarterly). In these states that de utilize periedic reperting 

ferms, so.me states require that it en1y be returned to. the welfare 

agency if a change in status has eccurreg, while ethers require 

that the ferm be returned regardless ef any change. ''Failure to. 

return the ferm in the latter case is eften reasen fer the agency 

to. terminate er delay payment ef ArDC benefits. In practice, 

reperting precedures in ·mest states 'usua11y fecus en recipients' 

inceme because ef the high petentia1 fer change and the pre-. 

valence ef abuse by recipients when reperting this facter. 26 

Like the erigina1 AFDC app1icatien, periedic reperting ferm& 

addressing recipients' status changes are usually signed by the 

recipients. These ferms are eften critical to. the preparatienef 

cases inve1ving fraud. They previde impertant evidence in the 

event that changes in factors affecting eligibility were purpese1y

withheld er misrepresented by the recipient suspected ef defrauding 

the pregram. 

Cemmittee en Gevernment Operat4 ens, R t b h • eper y t e Cengressiena1 
Research Service, Administratien ef the A'FDC Pregram, (~pril 1977), 
p. 88. 

2-16 

1 

J 

1 
.1 

1 
I 

i 
• I 

27 

2.4.3.2 Redeterminatien 

Eligibility fer benefits under the AFDC pregra~ is net a 

permanent cenditien. Regu1atiens require that A'FDC eligibility 

be fermal1y redetermined at least every six.month.s. The intent 

ef these regu1atiens is to. insure that AFDC cases are critically and 

cemprehen~ive1y reviewed so. that cases in errer may net centinue 

fer 19n9 perj"bds ef time witheut detectien and adjust'1l).ent. 21 The 

redeterminatien precess, like the app1icatien precess, a1sedi~fers 

significantly ameng the states. 'Fer exa~p1e,redeter~inatien 

precedures eften differ in the extent to. which specific infermatien 

is reviewed, the kinds ef decumentatien required and the extent 

to. and metheds by which infermatien is verified. The redeter

minatien precedures in a state may inve1ve practices as cemp1ete 

as the precess ef initial app1icatien er they may inye1ve a 

simpler precess in which en1y certain facts are checked and 

reyerif ied. 28 

The frequency with which redeter.minatien ef A.FDC cases is 

made also. differs ameng states. Some states fe1lew· the ~~ini~u1lJ. 

federal requirements and cenduct redeterminatiens every six 

menths .. Other states perferm redeterminatienmere eften, especially 

fer certain types ef cases. Fer example, states may require mere 

frequent redeterminatiens to. be cenducted .fer cases in which the. 

father is present in the heme er in cases where recipients have 

Ibid., pp. 40-41; see also. MarC Bendick, Jr., Abe Layine and Teby 
H. Campbell, The Anatemy ef A:FDC Errers, The IJ1,:ban Institute, (fo.pril 
1978), pp. 41-51. 

28 Cemmittee en Gevernment Operatiens, Repert by the Cengressiena1 
Research Service, Administratien ef the AFDC Pregra~, (~pri1 1971), 
pp. 40-44; see also. Beez, Allen and Hami1ten~ ADP Requirement Study 
fer the Department ef Health, Educa.tien, and Welfare's Aid to. 'Families 
with Dependent Children Pregram - 'Final Repert, Repert No..· HEW....sA-78-1, 
(September 1978). Cited hereafter as A'FDC AUP Requirement Study, 
(September 1978). 
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earned income because these cases are considerr1d to be more 

difficult and potentially more likely to involi\Te errors or fraud. 

A variety of methods are employed by state and local welfare 

agencies for scheduling redeterminations. So~e of these methods 

involve case profiling techniques. These are described in more 

detail in Chapters Six and Seven of this report. 

Redeterm.ination of AFDC eligibility is considered to be 

among the 'most important aspects of kFDC progra~ administration. 

It is crucial to the maintenance of program integrity, especially 

with regard to traud prevention and detection.2~Forthe typical 

AFDC case, redetermination is the only instance in which AFDC 

eligibility is critically scrutinized by welfare staff after 

application',is 'made. Unless a case :i:s singled out by other 

means (Le., the reporting of status changes, a quality cont.rol 

review, or a tip from another. source}, redetermination is often 

the first routine opportunity for'an examination of' case accuracy 

and the possible existence of fraud. For example, if an AFDC 

recipient is defrauding the program, benefit checks .:f;or six' 

months are almost assured before there is a high .. risk. of detection 

via an eligibility review (1. e., redetermination) o,f a case. If 

this fraud is undetected during the first scheduled redeterminatinn~ 

the period of fraud extends to a year and the dollar amount of' 

the crime increases accordingly. 

Both application and redetermination of AF,DC eligibility 

involve the processing of large amounts of infor~tion. Computers 

are increasingly being used to process and store this information. 

Schechter and Oshel, Options for Reducing Fraud in the A:FDC I'rog:ram, 
(March 1977), p. 18. 
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I Computerization also increases the ability of AFDC program staff 

to examine and further verify some of this information. This 

contributes substantially to the basic capability required for using 

the computer as an anti-fraud technique. These uses are the focus 

of Chapters Six and Seven of this report. 
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3. ISSUES OJ!' AFDC J:.lROGRAM ADMINISTRATION: THE ENVIRONMENT FOR 
FRAUD AND ABUSE 

30 

In the views of the press, the public, and some goyerIUJ!.ent 

officials, fraud, abuse, and error are rampant in the AFDC program. 

The program has variously. been described as an administrative 

morass, as a tangled web of complex rules and regulations, and 

as an entrenched bureaucracy so inefficient that it appears to 

invite and, indeed, even encourage cheating and fraud.
30 

The ability to conduct anti-fraud activities, including 

computer-aided techniques, is inextricably bound to the broader 

issues of program management and administration. The application 

and use of computer...,aided, anti-fraud techniques ,requires a pre-

1:i1Ilinary understanding of these issues and how they generally 

affect the detection and prevention'of fraud in the program. 

Four issues relating to AFDC progralli- administration appear 

to he 1ll0st germane to understanding the use and difficulties in 

applying computer-aided techniques to control fraud. These issues 

are: 

• the complexity of the program's rules and regulations 

• the intergovernmental nature of its administration 

• the pressures on the program to control increasing 
administrative costs, and 

• the electronic data processing support in the p.rogra.m• 

For instance see, U.S. News and World ':Report, "t1ess in We1i;are ..... The 
Inside Story," pp. 21-24; and Committee on Government Operations, 
Hearings, Administration of the AFDC Program, (1977), especially 
pp. 299-307 and 355-365. 
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The following subsections address these four issues and 

briefly eJcamine their: ·re1ationship to p:rogram integrity and AFDC 

fraud control efforts. 

3.1 The Complexity of ~DC Rules and Regulations 

The complexity of rules and regulations is commonly seen 

as a factor contributing to .fraud and abuse in th~ AFDC p.rogran).. 

Criticisms appear to be focused in three main areas: (1) the welter 

of program rules and regulations makes them difficult to compre

hend and apply; (2) the rules and regulations which define. the 

program are ('onstant1y changing,? and (3) the administration of 

the program is complicated by responsibilities connected with 

other related programs. 

The rules and regulations governing the ~~DC are designed 

to cover a wide 'variety of processes including program appli

cation, eligibility, income accounting, recipients' rights, and 

coordination with other related programs and services. These 

directives are often excessively complex (and 1'\lany b.e1ieve un

necessary), placing a great burden on both the program recipients 

and welfare agency staff. Recipients are required to provide a 

potpourri of detailed information and supporting documentation to 

substantiate their need for aid. This may be extremely trus

trating to some recipients as the required information 'may he 

perceived as irrelevant or as an unwarranted intrusion into th~ir 

private life. Nevertheless, welfare agency staff must spend a 

large portion of their time collecting, verifying and maintaining 

this case information. Appropriate decisions must be .made in 

accordance with rules and regulations often too complex for ~ost 

to understand and too extensive for their application to be 

feasible on a case-by-case basis. 
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Difficulties in understanding and applying a complex set of 

rules and regulations reduce th.e staff time available (and also, 

perhaps, the incentive) to actively become involved in efforts to 

curtail fraud in the AFDC program. 31 A typical AFDC application 

form--which merely summarizes some of these rules and regulations-

is illustrative of the complexity associated with the program. 32 

For example, an application form usually deals with items' such as: 

• the specific conditions whi.ch constitute "absence of 
a parent" or "unemployment of a father" 

• the definition of income of an AFDC family unit 
as it pertains to children and residing relatives 

• the accounting of earned income, the tax rate on this 
income, and the method of disregarding certain types 
of income when computing the AFDC benefit amount 

• the exemptions and accounting of unearned income for 
the purposes of determining eligibility for, the 
program, and 

• the allowances provided by the program for a variety 
of living expenses such as rent, transportation, child 
care, and lpersona1 expenses. 

For each of these items (and there are many more than those listed 

above), there are voluminous pages of rules, regulations, guide

lines, program directives and oth~r instructions covering specific 
33 

circumstances and administrative requirements of the program. 

31 ' Bendeck, et a1., The Anatomy of AFDC Errors, (April 1978), pp. 79-96 

32Ibid ., This document points out that in 1975 an AFDC application in 
the S;ate of Alaska required 21 forms totaling 40 pages; the average 
state s application form required 5 forms and 13 pages. 

33 . 
For instance, implementation of one AFDC welfare initiative which be-
gan as a four-page law resulted in 70 pages of federal regulations and 
1200 pages of state-level instructions. See u.S. News, and World Report " - , 
Mess in Welfare - The Inside Story," (February 20, 1978), p. 22. 
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The complexity of AFDC rules and regulations is further 

frequent modifications and changes as policies aggravated by 

program are continually being revised by the Congress governing the 
d d local welfare agencies. by HEW, by state legislatures an state an 

These changes, especially in large urban areas where AFDC caseloads 

are sizable, can and have resulted in confusion and inefficiencies 

staff .34 One typical complaint about on the part of welfare agency 

federal changes was aptly expressed during recent congressional 

testimony: 

The state or local administration is trying to 
balance the interests of the Congress, the 
Federal Government, the State legislature and 
the clients ... 

To accomplish this feat would be difficult 
enough if the AFDC program remained constan~, 
but the swiftness an~ frequency of changes 1n 
Federal regulations make it nearly impossible 
to administer. 35 

Two examples illustrate how changes in AFDC rules and regu

lations impacted on program administration. In the early 1970's 

d 1 " a1~olished the dec-(See Section 2 • .4.2), federal an state po 1C1es 

laration method of verifying eligibility. As a result, welfare 

agencies had to quickly make e}~tensive programmatic shifts inyolv

ing the administration of the program. Not only were new pro

cedures (i.e., home yisits, collateral checks with employers) 

necessary to independently verify applicant and recipient eligi

bility information, but basic organizational changes were also 

, d resources to the AFDC application necessary to devote more t1ffie an 

process. Over the past 10 years, implementation of these m~w 

I", , 

34Committee on Government Operations, Hearings, Administration of 1:he 
AFDC Program, (1977), pp. 355-365 and 449-454. 

35Ibid ., pp. 451-452. 
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policies has placed increased demands on frontline welfare agency 

staff and created confusion regarding verification practices in 

h f ' 36 t e ace of a growing AFDC population. 

Likewise, recent changes in AFDC regulations dealing with 

the treatment of'client incD.me exemplify how a seemingly small 

change regardi'ng an eligibility factor can com,plicate program 

administration. Because these new 'regulations allowed -recipients 

to have some income without penalty? we1.fare, agencies had to 

reassess the eligibility status of their entire caseload, develop 

new outreach methods to seek out large numbers of newly eligible 

persons, and revise, implement, and monitor new p,rocedu,res and 

accounting schemes directed at operating the program according 

to the new regulations. The repe.rcussions of these changes, 

like those reSUlting from the policy changes concerning the 

'verification of eligibility information, continue to complicate 

AFDC administration and det.ract Jro,m efforts to imp1;ove the 
37' 

integrity of the program.. The problems desc,ribed aooye are 

magnified by the fact that the same persons and agencies who 

operate the Al"DC program are also di'rectly involved in the adl!J.in

istration and coordination o,f other social serYi~es~ welfare and 

benefit programs which likewise are subject to frequent changes 

in rules and regulations. 

AfDC program eligibility usually qualifies recipients ,for 

a variety of other benefits and services i Medicaid; ,food stamps,; 

36 , 
Committee on Government Operations, Congressional R.esearch S'e1;}ri'c~ 
Report, Administration of the AFDC Program., (!\pril 19]J~ pp. 42-43.' 

37 Ibid.; also 
stration of 

see Committee on Government Operations, Hearings, Admini~ 
the AFDC Program, (1977), pp. 198-202, 215-228. 
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training and employment services; and other social services such 

as child care or homemaker services. The problem of serving a 

client entitled to multiple benefits was aptly stated by one 

State Welfare Commissioner: 

... there may be different Committees of Congress and 
different departments setting laws and policy at the 
Federal level, but at the State and local level it 
all has to come together. Not only must the rules 
for AFDC (including WIN and chila 'upport) be ab
sorbed, but so must those for Medicaid, food stamps 
and social services. If local offices are to be 
fully responsive to the needs of their clients, they 
must also be knowledgeable about other programs-
housing, employment, legal services, special nutri
tion programs, and so forth. This is a heavy burden 
to bear. States may try to simplify and coordinate 
their administration, but there is a limit to what 
can reasonably be expected to be done under Federal 
law and regulations. Food stamp and AFDC benefits 
for the same family may, for example, be based on 
different amounts and kinds of income and on income 
received in different months. Work registration re
quirements may also be different. No amount of 
streamlining of applicatign forms can do much to 
simplify this situation.3 

Differences between the AFDC and Food Stamp programs illus

trate some of the difficulties: (1) certain sources of income 

may be counted in determining the benefit level for one program, 

but be disregarded in the other; (2) training-related expenses 

may be deductible when calculating benefits for one program, but 

only partially or not at all in the other programs; ()l some 

comparatively high-income AFDC family households may receive 

food stamps automatically,while some non-AFDC applicants cannot 

38. GOt' H' Ad . . t t . Comm1ttee on 'overnment pera 10ns, ear1ngs, m1n1S ra 10n 
of the AFDC Program, (1977), pp. 348-349. 

3-6 

\\ 
Ii 
! 

qualify for food stamps despite lower income. 39 The situation in the 

State of Michigan is quite typical: 

When a person comes into a Michigan social service office 
to apply for assistance, if they are eligible for AFDC, 
they are eligible for food stamps; they are eligible for 
Medicaid; and they are probably eligible for housing 
subsidies--four different programs with four different 
sets of requirements and four different criteria for 
eligibility. 

A worker dealing with that particular client has to fill 
out four different forms and figure budgets according to 
four different sets of regulations, et cetera. It quadruples 
the activity, and ~5 probably increases the probability of 
error by 16 times. 

The complexity of AFDC rules and regulations, the confusion 

eaused by frequent changes in these rules and regulations, and 

the multi-program responsibility of those who administer the program 

are exacerbated by two factors. First, in the last two decades, AFDC 

caseloads have grown substantially. Individual caseloads in excess 

of 200 cases are not unusual in many parts of the country, although 

60 is considered a maximum number if reasonable efficiency is to be 

assured. 41 Caseworkers frequently have little time to spend with any 

one case and often case maintenance activities are delayed. At the 

same time, it has been suggested that unionization of welfare workers 

has restricted the flexibility of many agencies to adjust assignments 

and implement needed organizational changes. Second, welfare staff, 

who screen applications and determine eligibility and benefit levels, 

are frequently inexperienced. Additionally, critics believe that many 

welfare staff are inadequately trained to effectively perform their duties. 

39 Ibid., p. 414. 

40 Ibid., p. 351. 

41 Gilbert Y. Steiner, The State of Welfare, The Brookings Institute, 
Washington, D.C., 1971, p. 37. 
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Salaries for these workers are relatively low and employee turnoyer 

is high. Furthermore, supervision of welfare employees in some 

agencies is often characterized as ineffective because of anti-
42 

quated promotion practices and fragmented lines of authority. 

Yet, welfare caseworkers are expected to offer more and more 

informed assistance to people in need. While urged to show com

passion to recipients, these workers are also expected to guard 

the public interest by adhering to the program's administrative 

requirements as a front-line defense against mistakes and fraud. 

It is frequently suggested that these competing demands only 

invite program abuses including fraud.
43 

For example, welfare 

workers, frustrated by the demands of the job, may choose to 

ignore or shortcut administrative requirements in an effort 

to provide a quick and compassionate response when confronted 

by an applicant or recipient in great need. Other welfare workers 

may openly appear to applicants to be lax, inconsistent or 

incapable of doing their job. Situations such as these are 

thought to exacerbate a growing public perception that the 

42A number of sources provide useful detail concerning these and 
other related problems. See Bendeck, et al., The Anatomy of AFDC 
Errors, (April 1978), pp. 63-75; Schechter and Oshel, Options for 
Reducing Fraud in the AFDC Progra~, (March 1977), pp. 34-35; 
Gilbert Y. Steiner, The State of Welfare, The Brookings Institute, 
Washington, D.C., 1971; and Committee on Government Operations, 
Congressional Research Service, Administration of the AFDC Program, 
(April 1977), pp. 1-54. 

43rhere is also a prevalent concern by many welfare critics that 
current rules and regulations provide an incentive in and of them
selves to the commission of recipient fraud. Specifically, some 
suggest that AFDC rules particularly encourage fathers in poor 
families to feign desertion so that their families are cared for 
better. Similar concerns are also voiced regarding program incen
tives that encourage recipients not to report relatively small and 
fluctuating amounts of income and discourage recipients from actively 
seeking gainful employment. See for ,instance: . Mi1d:r:ed Keen, 
"Determinants of the Work Welfare Choice," Social Service Review,·" 
Vol. 46, No.4, (December 1972), pp. 539-566. -, 

3-8 

1 

11 
I 
I 

I 

I 

1 
I 

44 

program provides a good opportunity for recipients to commit 

fraud with little likelihood of detection.
44 

The complex and conflicting demands placed on welfare workers 

by the AFDC program limit their time to look for fraud in 

the program. Because of existing conditions, welfare workers 

frequently do not have the time (or the expertise) to provide the 

routine, much less the special attention needed to detect fraud. 

They are~articular1y limited (as will be discussed in Chapter 7) 

in the time they can devote to supporting other agency efforts 

such as computer-aided techniques specifically designed to cur

tail fraud in the program. 

Finally, the incentive to undertake unusual efforts to deal 

with fraud by welfare staff often is not especially strong. This 

appears to be especially true when agencies or workers are 

guided by a philosophy emphasizing administrative conformity and 

responsiveness and compassion toward clients oyer concerns for 
. . 45 program 1ntegr1ty. 

Many critics and experts agree that simplifying welfare 

rules and regulations (usually in concert with complete welfare 

refor~) and better coordination of the AFDC program with other 

programs are necessary steps toward making significant improvements 

u.S. News and World Report, "Mess in Welfare - The Inside Story," 
(February 20, 1978), pp. 21-24. 

45 C· G omm1ttee on overnment Operations, Congressional Research Service, 
Administration of the AFDC Pro~, (April 1977), pp. 44-53, 252-263; 
and Committee on Government Operations, Hearings, Administration of 
the AFDC Program, (1977), pp. 198-202, 215-228, 317-320. 
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in AFDC program integrity. 46 To date, there have been some 

attempts at both the federal and state levels to make AFDC admin

istration simpler. Reforms include the consolidation of eligi

bility factors, the separation of income maintenance and social 

services, the use of new accounting schemes, the introduction of 

flat grants for certain categories of AFDC recipients, and improve

ment of coordination between the AFDC and the ~ood Sta~p programs. 

3.2 The Intergovernmental Nature of the AFDC Program 

Administration of the AFDC program is characterized by a 

patchwork of shared responsibilities among federal, state, and 

local governments. Fragmentation of responsibilities in the 

AFDC program presents difficulties in a number of areas affecting 

fraud prevention and detection. Some studies strongly suggest 

that fragmented administrative responsibilities at multiple levels 

of government may affect the integrity of the program. More 

specifically, one study finds that states in which state and 

local governments substantially share program authority and re

sponsibilities experience higher rates (9 percent higher) of AFDC 

error than do states which consolidate the majority of program 
47 

activity at the state level. 

Shared responsibilities for program administration may also 

impede the abi1it.y of welfare agencies to maximize "economies 

of scale" in the AFDC program. For example, the more localized 

program administration is in a state, the more likely that 

functions will be duplicated among jurisdictions with.in that 

46Hendeck, et a1., The Anatomy of AFDC Errors, (April 1978), pp. 113-116. 

47Ibid ., pp. 114-115; also Mary Hollis and John A. Yankey, "Welfare 
Administration: State or Loca17" Public Welfare, Vol. 35, (Fall 1977), 
pp. 29-35. 
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state. This duplication can extend to many activities related 

to detecting and preventing fraud in the program such as train-

ing welfare workers, maintaining welfare fraud units and main.

taining computer-based record systems. Centralization of 

administration,by contrast,appears to have distinct managerial, 

if not substantive, advantages in many areas of program adminis

tration. In regard to fraud prevention, for example, a uniform 

and centrally operated AFDC information system allows welfare 

workers in local offices to more easily screen applicants to deter

mine whether they are currently receiving benefits in other juris

dictions within the state (i.e., duplicate aid cases). 

Shared responsibilities also create problems of accountability, 

especially for the effective conduct of activities related to fraud 

control. Questions such as who is responsible for fraud investi

gation, who pays for it, who keeps and maintains particular types 

of case information, and who reports to whom,are often difficult 

to resolve in a program environment where many layers of government-

each with its own interests and phi1osophies--are involved. In

activity, resistance to change and lack of individual responsibility 
. 48 

or clear accountability are often characteristic of this enV1ronment. 

3.3 Pressures to Control Administrative Program Costs 

The cost of administering the AFDC program is shared equally 

between the federal and state/local governments. All expenses 

of the program which are not benefit payments to recipients are 

considered administrative costs. These include, for example, 

the cost of personnel, training, staff supervision, policy and 

procedure development, supplies, overhead and the like. The 

cost of development, installation and operation of computer 

48rbid. 
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r 
systems for the program, the staffing and conduct of welfare 

fraud prevention, detection and investigation activities, and 

the conduct of quality control activities are also considered as 

administrative expenses. 

The cost of administering the AFDC program has increased 

rapidly and has been criticized by many as being excessive. AFDC 

administrative costs increased by 86 percent from 1973 to 19.16. 

By comparison, the increase in benefit payments to recipients 

was 39 percent. Furthermore, the increase of 86 percent (which 

equated to .almost one-half billion dollars) cannot be attI:'ibuted 

to either an increase in caseload or inflation.
49 

In 1976,.,the 

overall cost for administering AFDC accounted for 11 percent of 

the total program expenses. 

Obvious and largely unexplainable differences in administra

tive costs among state AFDC programs have also drawn serious 

criticisms from government agencies responsible for the financial 

support of the program. The Congressional Research Service 

found a number of perplexing questions when they examined and 

compared the 1975 administrative costs of California's and 

New York's AFDC program. For example, California's AFDC popu

lation ,vas 24 percent higher than New York's and California had 

twice as many AFDC applications to process as New York; yet 

California operated its program with about 8,000 fewer staff than 

New York, and California's administrative costs were 55 million 
50 

dollars less than New York's. Because of inadequate reporting 

49Committee on Government Operations, Congressional Research Service 
Report, Administration of the AFDC Program, (April 1977), p. 26. 

50 Ibid., pp. 126-141. 
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pr0cedures and differing cost allocation methods, the reasons 

for these differences could not be ascertained. 51 'These 

differences tend to support general skepticism among some AFDC 

critics about needs and cost associated with conducting many 

aspects of the program. 

Because of the perception that the administrative costs have 

been excessive and out of control, agencies that administer state 

AFDC programs have been under some pressure to imp.rove adminis

trative practices in their programs. In an effort to reduce these 

costs, numerous types of activities have been considered and 

implemented by states. These include: 

• updating and rewriting policy and procedure 
manuals to make them clearer and easier to use 

• streamlining the processing of applications 
and the delivery of benefits 

• conducting management studies to identify 
problem,areas and reduce improper program 
expendituJ:'es 

• developing and installing new computer systems 
or enhancing capabilities of existing systems 

• reorganizing to reduce errors and improve 
efficiency, and 

'-2 
• carrying out various anti-fraud activities? 

51The difficulties in assessing administrative cost differences in 
federal assistance programs are addressed in detail in Comptroller 
General of the United States, Report to the Congress, The Federal 
Government Should but Doesn't Know the Cost of Administering Its 
Assistance Programs, GAO Report GGD-77-87, (February 14, 1978). 

52 0 . C . 1 R h S . Committee on Government perat10ns, ongress10na esearc erV1ce 
Report, Administration of the AFDC Program, (April 1977), pp. 26-27. 
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From all of these activities, questions cOIltinue to surface 

regarding whether changes actually reduce costs. The burden of 

proof is often on the implementing agency to demonstrate that 

activities undertaken as improvements do in fact represent savings 

rather than increases in the absolute cost of operating the 

program. In many states, welfare agency decision-makers are 

reluctant to ask for additional funds from state and federal 

sources to improve administrative practices without some clear 

indication of their cost-saving potential. This type of pressure 

exte~ds to efforts to develop or expand existing anti-fraud 

activities. The congressional testimony of a state welfare 

director provides a clear example of how cost-effectiveness con

siderations can impact on decisions concerning anti-fraud 

improvements: 

•.• in the effort to minimize fraud, legislative and 
administrative bodies establish a host of regulations 
and requirements, all of which substantially increase 
costs. Some must look at cost/benefit ratios ••.• In 
Michigan, we could virtually eliminate fraud if we 
substantially increased staff. Doubling my staff 
would cut fraud by 50-75 percent. Doubling my staff 
would cost about $180 million. If fraud today is 
5 percent (and I believe it's less), it runs about 
$100 million at the maximum. Thus, to save $50-$70 
mil1ion'5~e might well spend two or three times 
as much. 

Similar considerations will impact on decisions to conduct, support 

and expand computer-aided, anti-fraud techniques. 

3.4 Electronic Data Processing Support 

Electronic Data Processing (EDP) has emerged as an essential 

management tool for states and localities administering the AFDC 

53Committee on Government Operations, Hearings, Administration ox the 
AFDC Program, (1977), p. 364. 
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program. These jurisdictions have found EDP to be essential 

because the AFDC program is large and complex, because it serves 

a shifting population, and because factors impacting the eligi

bility status of the individuals comprising this population 

frequently change.54 

Although the use of EDP varies among states and within states, 

there are three basic types of applications. These applications 

are: (1) direct administration; (2) prdgram management; and 

(3) cross-checking of program data. Direct administration in

volves the'use of automated systems for writing and distributing 

benefit checks, calculating eligibility benefits, maintaining 

and monitoring case maintenance schedules and activities, and 

indexing cases for fiscal accountability. Program management 

functions supported by EDP capabilities include timely access to 

the program's data base for eligibility and programmatic decision

making, budgeting, and evaluation. Cross-checking involves the 

ability to rapidly compare information in AFDC files with infor

mation from other programs or other jurisdictions (frequently 

referred to as "matching ll
). This cross-checking is used to 

mai~tain accurate and complete case records and to identUy 
Ii 

potlntia1 cases of fraud in the program. As such, EDP capabi1i-

tie~ in this area are basic to the conduct of most computer-aided, 

ant!kfraud techniques discussed in this report (Chapter 7). 

SOIlle states or localities may use the features available 

for G~ops-checking to verify income and the net worth of an 

individual or to determine what other benefits he may be re~ 

ceiving. After verification has been completed, eligibility ,for 

54 
Committee on Government Operations, Congressional Research Service 
Report, Administration of the AFDC Program, CApri1 1~]]}, pp. 144. 
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the AFDC program is usually determined manually by a caseworker, 

possibly with EDP support in making this determination. (The 

eligibility regulations for AFDC can now be programmed on a 

computer, enabling automated determination of whether an individ

ual meets the eligibility criteria.) If the individual meets 

those criteria, the benefit amount is computed by caseworkers, 

or in some instances by the computer, and a pay schedule is 

established. The client's case file is then stored in the computer 

until it is needed again for redetermination or when changes 

must be recorded •. The computer can also be used to generate a 

report: to ;t'i.:mind the caseworker when the client's file is due 

for its semi-annual redetermination or review. At various 

interva.ls, management information can be requested from the 

computer to evaluate how clients are using the AFDC program and 

to assless agency performance. 

1~o recent surveys of state AFDC agencies provide some 

indication of the level and basic trends with regard to computer 

capability.55 In general, and considering the potential for the 

use of computers in the program, these surveys rated the EDP 

capabilities in the AFDC program as low. Automated payment files 

and central or master recipient files were reported as the most 

common EDP applications in the program. Otqer uses of EDP were 

reported to be less frequent and usually spin-offs of the payment 

and master recipient ~pplicat~ons in a particular state. 

Significant differences exist in the EDP capability among 

the states and localities. Some states have or are developing 

large-scale integrated information systems to deal with all 

Ibid., pp. 146-153; and Booz, Allen and Hamilton, ADP Requirement 
Study, (September 1978), p. 16. Both these documents provide 
extensive survey materials about EDP activities among the states. 
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welfare ectivities conducted by the sta.te. These integrated 

systems store all the client information supplied by an individual 

as part of a master data base. This is in contrast to other 

states where systems are fragmented within the state and infor

mation is stored in several locations. Some states' AFDC 

information systems have an extensive number of program applica

tions running, while others are limited to the more basic functions 

such as providing' a listing of all recipients or the printing of 

checks. Differences such as these are even greater among local 

welfare agencies. While the larger agencies usually have some 

EDP capability, many middle-size and small welfare agencies are 
56 

essentially manual operations. 

Current indications are that the most recent EDP deyelop

ments are in areas which focus on program responsiveness, e.g., 

in areas which allow case records to be updated more promptly, 

benefit checks to be calculated more routinely, and checks to be 

distributed more effj,ciently. 57 

~ny states are currently involved in the development of 

ne~l EDP capabilities or the enhancement of existing EDP capa

bilities to support their AFDC program. However, funding con

straints may limit their progress. While the federal government 

provides matching funds of 50 percent for the development and 

operation of EDP in the AFDC program, some sta.tes have difficulty 

in financing the other half of the cost. Increased fiscal con

straints such as Proposition l3-like initiatives, pressure to 

56 Committee on GO'\Ternment Operations, Congressional Research Service 
Report, Administration of the AFDC Program, (April 1977), pp. 146-155. 

57Ibid ., p. 147. 



check administrative costs, and negative program perceptions 

are particularly onerous when states consider the commitment 

of fund~ to support new and/or existing EDP capabilities. 

Many AFDC program administrators have advocated a higher 

level of federal financial assistance to automation in the program, 

comparable to that of the Medicaid program. In Medicaid, the federal 

government provides 90 percent of the program's cost for computer 

system.devel~pment and 75 p~rcent of the costs for system oper-
58 

ations. 

There are other impediments to the development and expansion 

of EDP applications in the AFDC program, however. These impediments 

include the lack of expertise to design and operate systems, the 

resistance to change and absence of individual initiative within 

welfare agencies, the uncertainties about major changes (i.e., 

welf~re reforms) in the program, and the difficulties inherent in 

making system changes while maintaining day-to-day program oper-

ations. 59 

The relationship between EDP and computer-aided,anti-fraud 

techniques is obvious. The more extensive the EDP applications 

in a state, the more potential there is both to. develop and use 

computer-aided techniques in that state. Narrowly focused and over

taxed EDP systems are likely to limit the extent to which agencies 

can use tpese systems for conducting anti-£rau~ functions. Addition

ally, use of EDP techniques is seen as necessary to effectively cona.'Jct 

all types of anti-fraud activities. Because of this, some believe 

58 Ibid., p. 149. 
59 

Ibid. 
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major policy initiatives in the area of computerization to 

support AFDC program administration would be the single most 

important step the federal government could take to improve fraud 

control. 60 

60Schechter and Oshel, Options for Reducing Fraud in the AFDC J;lrogram, 
(March 1977), pp. 8-9. 
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4. THE NATURE AND EXTENT OF FRAUD IN THE AFDC PROGRAM 

61 

To a large extent, understanding the uses of computer-aided, 

anti-fraud techniques in the AFDC program requires sdme 

basic knowledge about the nature and extent of fraud in the pro

gram. This chapter examines AFDC fraud from several perspectives 

to provide the reader with tha't knowledge. These perspectives 

include: 

• a general definition of what constitutes AFDC fraud 

• a description of the common type~ of fraud occurring 
in the AFDC program, and 

• an examination of what is known about the extent 
of fraud in the AFDC program. 

4.1 AFDC Fraud - A General Definition 

AFDC program fraud can be classified as a white-collar 

crime, because like other crimes in this category it is: 

... an illegal act or series of illegal acts committed 
by nonphysical means and by concealment or guile, to 
obtain money or prop-erty, or to obtain business or 
personal advantage.o1 

It can also be argued that AFDC fraud is not a white-collar crime, 

as the traditional definition of white-collar crime refers to 

crimes committed by a person of "respectability" and high social 

Herbert Ede1hertz, et a1., The Investigation of White-Collar Grime, 
U.S. Department of Justice, Law Ellfo~cement Assistance Administration, 
(U.S. Government Printing Office, April 1977), pp. 4-7. 
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'h f h' ,62 status ~n t e course 0 ~s occupat~on. Most AFDC fraud 

involves acts committed by recipients who are needy and/or 

typically from lower social strata. Ede1hertz, in his work for 

the Law Enfo~cement Assistance Administration, has not only 

demonstrated the impracticability of this traditional definition, 

but he. has also concluded that "white-collar" crime is a poor 

descriptive term. The very term tends to misplace the focus of 

attention on the character, occupation, education level, or 

social status of suspects, rather than focus attention on the 

nature and character of the illegal act. 

By federal regulation, fraud within the AFDC program is a 

matter of state law. Because of this, there is no precise 

statutory d~finitian of AFDC fraud which applies uniformly 

from state to state. State laws pertaining to offenses connected 

with AFDC fraud range from statutes specific to the AFDC program 

or welfare fraud to other more. general criminal, fraud-related 

statutes. These latter statutes may include charges such as 

theft, false application, or perjury and are applicable to fraud 

regardless of the program, institution or personG involved. 

In the more abstract sense, the term "AFDC fraud" (used 

interchangeably throughout this report with "welfare frauc!") is 

defined as a crime which involves the gaining of something of 

62 Ibid. The most well known advocate of this definition is Edwin H. 
Sutherland in his White-Collar Crime, (New York: Dryden Press, 
1949), p. 9. Regarding Sutherland's definition, Ede1hertz says, 
"If it were to be accepted literally, embezzlement by a bank 
president would be 'white-collar crime,' but embezzlement by a 
low-paid bank clerk would not be; or an organized-crime figure 
running a bankruptcy scam could not be labeled as committing a 
white-collar crime because he did not have 'respectabil:i. ty and 
high social status'." 
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value from the program as the result of misrepresentation, 

deceit, or theft. Because AFDC is a government benefit program 

which provides cash payments to recipients, AFDC fraud is typi

cally defined by state statutes and viewed by practitioners as 

the gaining by recipients of program benefits and payments to 

which they are not entitled, either in whole or in uart.
63 

Further, AFDC fraud is usually defined in terms of recipients 

gaining program benefit payments through intentionally providing 

false information or withholding complete and/or correct infor

mation regarding their eligibility. 

Fraud in the AFDC program is typically viewed as a recipient

related problem. This viewpoint reflects the recipient orien

tation of the program, the fact that fraud discovered in the 

program is predominantly a recipient phenomenon, and the fact 

that information about other- types of fraud in the program is 

basically nonexistent. It should be noted, however, that AFDC 

fraud has been committed by employees of the welfare agencies 

who administer the program and, to a lesser extent, by vendors 

who provide support to the program under a variety of contractual 

re1ationshiPs~4 With the exception of Section 4.2.2 in this 

Chapter which briefly describes some common types of AFDC 

employee fraud, the remainder of this docume3.t focuses on AFDC 

recipient fraud. This focus is not intended to minimize the 

seriousness of fraud by groups other than recipients of the 

63Schechter and Oshel, Options for Reducing Fraud in the AFDC Program, 
(M\\1.rch 1977), p. 4; and Roark M. Reed, National Journal of Criminal 
pefe~, Vol. 3, (Spring 1977), pp. 163-168. 

64schechter and Oshel, Options for Reducing Fraud in the AFDC Program, 
(March 1977), pp. 4-5; also Oshel and Blandford, AFDC Fraud Control 
Mail Survey Data Book, (October 1976), p. 48. 



program. Rather, the focus is consistent with the dominant 

recipient orientation of all the computer-aided, anti-fraud 

techniques identified during this study. Unless otherwise 

specified, all references to AFDC or welfare fraud in this 

report deal with fraud committed by recipients of the program. 

Key to any definition of AFDC fraud is intent. Suspected 

fraudulent behavior, by either recipients or employees, becomes 

fraud in strict legal terms when a court of law decides that 

the person accused of a fraudulent act has intentionally 

engaged in that act to receive program funds or benefits to 

which there is no entitlement. The central nature of the con

cept of intent in state definitions of AFDC fraud is best 

illustrated by state welfare fraud regulations. For example, 

regulations in one state indicate that fraud exists "when an 

individual has knowingly and with intent to defraud": 

• made false representation by words or conduct 
to continue or increase aid, or avoid a reduction 

• 

• 

• 

• 

in aid 

concealed or failed to disclose a fact which if 
disclosed could have resulted in denial, reduction, 
or discontinuance of aid 

accepted aid knowing that he or she is not entitled 
to it or accepted any amount knowing it is greater 
than the amount for which he or she is eligible 

for the purpose of obtaining, continuing or avoiding 
a reduction or denial of aid, made statements which 
the recipient knew not to be true, and 

65 aided anyone in any of the above. 

65Richard B. Peterson, "Fraud Investigative Unit Organization", The 
Prosecutor, Vol. 12, No.3, (May-June, 1977), p. 176. 
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Assessing the existence of AFDC fraud often involves deter

mining whether changes in eligibility information have been reported 

correctly after initial eligibility is established. Intentional 

failure to disclose facts necessary for a correct determination of 

eligibility is considered to be fraud. States typically recognize 

extenuating circumstances in which reporting of this information 

is beyond a recipient's control; there would be no intent to defraud 

when there is convincing evidence that: 

• the recipient was too ill or too disturbed to 
understand his/her responsibility to report 
changes in circumstances,or 

• the recipient was senile or otherwise limited 
mentally, or had difficulty understanding 
instructions, which prevented the assumption 
of the respggsibi1ity to report (or report 
correctly) • , 

Circumstances which are not beyond a recipient's control 

and which constitute AFDC fraud include: 

• 

• 

a deliberate misstatement (oral or written) 
made by a recipient in response to oral or 
written questions from the welfare department 
concerning income, resources, or any other 
circumstances which may affect the amount 
of payment 

a deliberate failure by the recipient to 
report changes in income, resources or other 
circumstances which may affect the amount of 
payment, if the county welfare department 
has clearly notified the recipient of an 
obligation to report such changes, and 

66State of Ohio, Department of Public Welfare, Public Assistance Manual, 
(October, 1978), MTL. No. 20. 
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• a deliberate failure by the recipient to report 
a payment which the recipient knew represented 
erroneous overpayment, or to notify the welfare 
department of receipt of a check which exceeded 
his prior check and exceeded the amount to which 
the recipient was entitled. 67 

A court must decide, on the basis of available evidence, 

whether the recipient acted willfully and with the intent to 

defraud the program. Some confusion about the criminal nature 

of AFDC fraud often reflects the variety of non- or extra-legal 

remedies associated with suspected fraudulent activities in the 

program. What is called AFDC fraud is often never "proven" in 

a court of law. Fraudulent activ~ties may be dealt with by 

administrative actions (termination of eligibility, voluntary 

restitution, etc.), by civil litigation where intent is not a 

primary concern, or by ignoring the matter. Descriptions of 

AFDC fraud often do not distinguish between cases of proven 

AFDC fraud and cases where facts are alleged but are never con-

tested in court. 

As previously mentioned, many states have specific welfare 

fraud statutes for prosecuting suspected cases of AFDC recipient 

fraud. Despite the existence of specific statutes, AFDC fraud 

is often prosecuted under numerous other state and local statutes. 

Typical charges used to prosecute AFDC fraud include mail fraud, 

false application, larceny by trick, false pretense, theft, 

perjury and conspiracy. 

There are several reasons why prosecutors prefer to use 

these more general criminal statutes to prosecute AFDC recipient 

fraud rather than the more specific welfare fraud statutes. 

67Ibid • 
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These alternate charges often present fewer legal problems and 

carry more relevant sentences for offenders suspected of fraud.68 

For instance, welfare fraud statutes in some states classify reci

pient fraud as a misdemeanor. Prosecutors and welfare officials 

in these states may prefer to prosecute under existing theft 

statutes because, as a felony, they carry stiffer penalties. 

These penalties also allow more leeway for obtaining guilty 

pleas as a result of a plea to a lesser charge. The relatively 

short statute of limitations associated with welfare fraud is 

another reason these other charges may be used to prosecute 

AFDC fraud. 

4.2 Common Types of AFDC Fraud 

The types of fraud theoretically possible in the AFDC program 

are extensive. The wide variety of factors which affect the 

determination of eligibility and calculation of benefits, in 

concert with complex administrative procedures, provide many 

opportunities for defrauding the program. A national-level profile 

detailing the nature of fraud in the program, unfortunately, is 

nonexistent. Therefore, most of what is known about the nature 

of AFDC fraud is based on descriptive accounts of AFDC agency 

personnel, especially those responsible for investigating sus

pected cases of fraud. 

A description of the nature of AFDC fraud should be preceded 

by a few notes of caution. First, as previously mentioned in 

Section 4.1, above, most descriptions of AFDC fraud do not dis

criminate between cases of suspected fraud as determined by 

agency case workers and investigators, and cases of fraud proven 

68 Ellen J. Chestnutt, "Legal Consj,derations in Handling Welfare Fraud," 
The Prosecutor, Vol. 12, No.3, (May-June, 1977),p. 169. 
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in a court of law. A strong relationship, however, between 

these two classifications is usually assumed. Second, current 

knowledge about the nature of AFDC fraud is sometimes criticized 

because existing detection methods may bias the availability of 

information. Some analysts of the AFDC program suggest that 

detection efforts have focused on the types of fraud most easily 

detected (such as unreported earned income), thereby ensuring 

their predominance in discussions of AFDC fraud. 69 

Finally, it has also been suggested that some types of fraud 

in the AFDC program exist only to the extent that certain con

ditions are technically defined as fraud by the regulations 

of the program. While these types of fraud may involve intent 

by recipients, they may not represent a major or a malicious 

attempt to benefit illegally from the program. For instance, 

situations relating to a recipient's failvre to properly regis

ter for the Work Incentive Program (WIN), to properly report 

information about the absence of the father in the home, or to 

properly report other information about particular factors 

idiosyncratic to the program's regulations may constitute fraud 

in a strictly legal and technical sense. Such activities, however, 

may not substantially affect eligibility or the level of cash 

payment to which a recipient is entitled. These incidences of 

fraud are considered by some experts to be artificial creations 

of the program and should be distinguished from " real" fraud in 
70 

the program. 

69 Committee on Government Operations, Congressional Research Service 
Report, Administration of the AFDC Program, (April 1977), pp. 252-262. 

70 . Ib1d., pp. 255-258. 
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4.2.1 Types of Recipient Fraud 

By all accounts the most prevalent type of fraud in the 

AFDC program involves misrepresentation of information concern

ing the income of recipients or the income of their families!l 

This type of fraud exists when AFDC recipients (or applicants) 

intentionally establish eligibility by: 

• indicating that they have no income when they 
actually have income 

• understating the amount of their income, or 

• not reporting a change in income which negatively 
affects their eligibility after qualifying for 
assistance. 

The sources of income involved in this type of fraud can 

differ. While indi~ation8 are that a substantial portion of 

this type of fraud involves income from employment, other 

sources of income can also be involved. These sources include 

old age and disability pensions, child support payments! 

veterans' benefits or unemployment compensation awards. AFDC 

fraud involving under-reporting or non-reporting of income can 

result in the loss of substantial amounts of public funds. 

A recent national survey indicated that this type of fraud often 

involves amounts exceeding five hundred dollars per case.72 

71Comptroller General of the United States, Report to the Congress 
Legisht; no Needed to Improve Programs for Reducing Erroneous Weifare 
Payments, HRD-76-l64, (August 1, 1977), pp. 16-24; Bendeck, et al., 
The Anatomy of AFDC Errors, (1978), pp. 19-41; and James Bopp, Jr., 
"Prosecution of Welfare Recipient Fraud," The Prosecutor, Vol. 13, 
No. 2, (November-December 1977), p. 120. 

720shel and Blandford, AFDC Fraud Control Mail Survey Data Book, 
(June 1977), pp. 32-35. 
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There is little inf01lnation regarding the type and frequency 

of other types of fraud in the AFDC program. Certain types of 

AFDC recipient fraud, because they are discussed more, frequently 

than others in the literature, appear to be common in the pro

gram. These frauds involve misrepresentation by AFDC applicants 

or recipients concerning key determinants of AFDC eligibility 

such as: 

• 

• 
• 

• 

the composition of families--especially in regard 
to the status of AFDC fathers 

the school and residence status of children 

the immigration or citizenship status of 
family members, and 

the existence of financial assets such as savings 
and disposable personal property. 

Other types of AFDC fraud, unlike those above, do not relate 

to specific program eligibility factors. These frauds involve 

misrepresentation by recipients (or applicants) in order to 

receive AFDC benefits: 

• 
• 

through creating a totally fictitious case (or cases) 

by establishing eligibility simultaneously in more 
than one jurisdiction 

• through establishing multiple cases in the same 
jurisdiction, and 

• by falsely reporting the loss or theft of original 
AFDC benefit payments. 

These types of frauds are viewed as being more sophisticated, 

more complex, and more organized than ,frauds involving persons 

who misrepresent information about one or more specific eligi-

bility factor. Indications are that these more complex frauds 
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occur relatively infrequently. However, when they do occur they 

often involve dollar amounts far exceeding those frauds connected 

with specific eligibility factors. Not surprisingly, these 

more complex and sophisticated types of frauds are the most 

difficult cases to detect. 73 

4.2.2 AFDG Employee Fraud 

Information about the types of AFDC employee fraud is even 

more limited than that concerning recipient fraud. Welfare 

agency employees can commit and have committed fraud in conjunction 

with their role in the administration of the AFDC program. 

Employee fraud has usually involved large amounts of funds which 

were stolen over a period of time. 74 

Three categories of fraud are commonly associated with AFDC 

employees. The first category involves aiding and abetting 

recipients to illegally qualify for or increase the amount of 

their AFDC benefits. These frauds may involve collusion among 

recipients and employees and may also involve kickbacks or 

bribes. AFDC employees may assist recipients in falsifying 

certain kinds of eligibility information to fraudulently obtain 

benefits or they may even initiate such activities, either for 

their own benefit or for the benefit of the recipients. For 

73Ibid.; also,see Schechter and Oshel, Options for Reducing Fraud in 
the AFDC Program, (March 1977), pp. 4-14 ~ 

74Schechter and Oshel, Options for Reducing Fraud in the AFDC Program, 
(March 1977), p. 32. It should also be noted that it is not uncommon 
for welfare agency employees to be AFDC recipients. Fraud committed 
by these employees with regard to misrepresentation of eligibility 
information and other types of fraud not a direct result of their 
access to agency data is usually considered recipient fraud. 
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example, an AFDC caseworker might intentiona11y'advise particular'" 

recipients to misrepresent information about their income or 

family composition so that they might receive assistance to which 

they were otherwise not entitled. This type of encouragement, 

whether done by the caseworker for personal profit or for altru

istic reasons, is considered to be fraud. Similarly, the extortion 

of funds from recipients by AFDC employees for processing benefit 

claims is another fraud of this type. 

A second category of employee fraud involves falsifying 

program records. Employees privy to files have created ficti

tious AFDC cases, doctoring payment records for their own 

benefit by altering both manual and computer-based records. 

Perhaps the most frequently discussed example of this type 

involves cases,of fraud where welfare agency employees deliber

ately fail to terminate AFDC cases when recipients leave the 

welfare. roll. These employees then change the addresses to 

which the AFDC payments are sent, continue the eligibility 

status of these cases, and pick up the checks for their personal 

use. 

A third type of employee fraud commonly discussed relates 

to the improper use or theft of AFDC benefit checks. For 

instance, a welfare employee may negotiate AFDC checks which 

are unclaimed and returned to the welfare agency. Similarly, a 

welfare agency employee with access and kno'{'lledge of the AFDC 

payment record system may alter files to create "dummy" checks 

for their use or use by others. 

Computer-aided techniques are not commonly" designed or 

used for the curtailment of AFDC employee fraud. However, 

when such techniques are used to prevent and detect 
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recipient fraud, the discovery of illegal activities by agency 

employees can be an important by-product. More typically, 

employee fraud is addressed by agencies through improvements in 

case ass.i.gnment practices, computer security, supervision, arid 

case and program auditing activities. 75 

4.3 The Extent of Fraud in the AFDC Program 

There is a basic lack of information about the extent of fraud 

in the AFDC program.76 Two sources provide the data most commonly 

used to estimate the extent of AFDC fraud. The first and most 

direct source is HEW's annual compilation of state reports con

cerning the disposition of AFDC cases involving questions of 

fraud.77 Other information about the extent of AFDC fraud comes 

from a variety of articles, case studies and one-time surveys. 

This second source rarely includes empirically-based studies and 

most of the material is usually quite speculative in nature. 

4.3.1 HEW Fraud Statistics 

Data concerning the extent of AFDC fraud reported to HEW 

by states is presented in Table' 4-1. Though currently the best 

data available for the period 1974-1977 about the extent of 

AFDC fraud nationally, they have several known limitations. 

75Ibid., pp. 32-33. 

76Committee on Government Operations, Congressional Research Service 
Report. Administration of the AFDC Program, (April 1977), p. 255. 

/1 

77Department of Health, Education and Welfare, Disposition of Public 
Assistance Cases Involving Questions of Fraud - Fiscal Year 1977, 
(October 1978). 
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TABLE 4-1 

DISPOSITION OF AFDC CASES 
INVOLVING QUESTIONS OF FRAUD 

1974 1975 1976 1977 

Row I Estimated number of different AFDC 
cases open for assistance 4,110,000 4,480,000 4,765,000 4,886,000 

Row II Total AFDC cases disEosed of in 
which there ~o1as a question of fraud 110,597 144,306 166,342 183,190 
(Percent of cases open for assistance) (2.7) (3.2) (3.5) (3.7) 

(a) - facts sufficient to support the 
allegation of fraud 63,699 80,974 86,842 106,687 
(Percent of cases open for assistance) (1.5) (1.8) (1.8) (2.2) 

(b) - facts insufficient to support the 
allegation of fraud 46,898 63,332 79,500 76,503 
(Percent of cases open for assistance) (1.1) (1.4) (1.7) (1.6) 

Row III Cases disposed of in which the facts were deemed 
sufficient to support the allegation of fraud 63,699 80,974 86,842 106,687 

(a) - referred to law enforcement agencies 29,542 39,651 40, 72.~ 43,611 
(Percent of cases with sufficient facts) (46.4) (49) (46.9) (40.9) 

n 

(b) - not referred to law enforcement agencies 34,157 41,323 46,121 63,076 
(Percent of cases with sufficient facts) (53.6) (51) (53.1) (59.1) 

Source: Department of Health, Education and Welfare, Social Security Administration, Office of Research 
and Statistics, Disposition dr Public Assistance Cases Involving Questions of Fraud-Fiscal Year 
1977, HEW Pub. No. 79-11933, October 1978. 
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These limitations include the focus on case dispositions, duplicate 

counting of cases, varying state definitions used to categorize 

fraud, different reporting procedures, and i'ncomp1ete reporting 

of information by the states. Furthermore, the data do not 

present the dollar amount associated with cases of reported fraud 

nor do they present a breakdown of the different types of 

fraudulent activities.7
8 

Limitations aside, however, the HEW data provided in 

Ta1)le 4-1 allows a "lower bounds" estimate of the extent of 

fraud in state AFDC programs. Table 4-1, (Row II), indicates that 

hetween 1974 and 1977 the annual percentage of AFDC cases dis

posed of in the states which involved a question of fraud ranged 

from 2.7 percent (1974) to 3.7 percent (1977) of the total 

number of different AFDC cases open during that year. This 

statistic is the one most commonly used in discussions concerning 

the extent of fraud in the program. During these years, states 

reported examining an average of over 150,000 cases of suspected 

fraud a year. Of these, more than half were found (by welfare 

agency staff and/or fraud investigators) to be supported by 

facts deemed sufficient to support an allegation of fraud 

(Table 4-1, Row II [a]). These cases represented between 1.5 

percent and 2.2 percent of the annual AFDC case1oad. 

Row III of Table 4-1 indicates the method of disposition 

for the cohort of cases with facts sufficient to allege fraud. 

Over the four years represented in this Table, between 40.9 

percent (1977) and 49 percent (1975) (Row III-a) of these cases 

78 Ibid., pp. 1-6; also Committee on Government Operations, Congressional 
Research Service Report, Administration of the AFDC Program, (April 1977), 
pp. 252-262. Both these documents address the limitations of this 
data in more detail than is provided in this report. 
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were referred to state and local law enforcement agencies 

(primarily prosecutors) responsible for making decisions relative 

to the initiation of formal prosecution. For these years, 

fraud referrals to law enforcement agencies averag~d about 

38,000 cases per year. Compared to the total number of AFDC 

cases, these fraud referrals represented less than 1 percent of 

the AFDC case population each year. The remaining case~ sus-

pected of fraud (Row III-b) (those not referred to law enforcement 

by welfare agencies) were dealt with via a varietY,of administrative 

options open to welfare agencies. These options include volun-

tary restitution by recipients, adjustment of benefit payments 

or termination of the suspected case. It should also be noted 

that the 811bstantial increase from 1976 to 1977 in the number of 

cases in which the facts were deemed sufficient to support the 

allegation of fraud (Row III a and b) was accompanied by a corres

ponding decrease in the percenlage of referrals to law enforcement 

agencies. This diminished reliance upon law enforcement agencies 

might suggest that many of the cases involved relatively small 

amounts of money; therefore, they were at the bottom of the 

prosecutor's priorities and much more amenable to administrative 

action. 

There is no accurate information regarding the proportion 

of cases referred to law enforcement agencies which result in 

prosecutions. Reports by state welfare agencies, however, 

place the volume of prosecutions for AFDC fraud from approximately 

13,000 (1974) to 20,000 (1977) cases during the four year period 

presented in Table 4-1. It should be noted that these prosecu

tion-related data are not part of the yearly cohorts represented 
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in Table 4-1, since AFDC cases are often detected and investi

gated and prosecuted in different years. 79 

Questions remain as to which of the available categories 

of data from. Table 4-1 best measures the real exteTlt of fraud 

in the program and to what extent these data underestimate the 

actual amount of AFDC fraud at anyone point of time. The need 

for more systematic and detailed information about both the 

nature and extent of fraud has been clearly recognized by both 

HEW and AFDC experts alike: 

The basic lack of information on the extent 
and character of fraud in the AFDC program and 
a similar lack of information on the degree to 
which fraudulent actions are pursued and redress 
sought pose the first and most obvious obstacles 
in dealing with questions of AFDC fraud. SO 

4.3.2 Other Data on the Extent of AFDC Fraud 

A few sources, other than the HEW data, a.lso provide an 

indication of the extent of fraud in the AFDC program nationwide 

and in the various states and localities. These estimates often 

differ in magnitude from official HEW statistics. For example, 

in contrast to official statistics which estimate fraud at 

relatively low levels, a U.S. Commissioner of Welfare in 1975 

estimated the level of AFDC fraud to fall between 15 percent and 

Department of Health, Education and Welfare, Disposition of Public 
Assistance Cases Involving Questions of Fraud - Fiscal Year 1977, 
(October 1978), pp. 5-6. 

80Committee on Government Operations, Congressional Research Service 
Report, Administration of the AFDC Program, (April 1977), p. 262. 
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30 percent of the total caseload.
8l 

Similarly, two survey 

studies of fraud in the California AFDC program, one in 1969 

and the other in 1971, jndicated fraudulent cases comprised be-
82 

tween 12 and 15.8 percent of that state's AFDC caseload. The 

1969 study also indicated that fraudulent AFDC payments comprised 

some 7 percent of the total amount of the state's AFDC payments. 

FinalLy, numerous newspaper and media accounts, though not empir

ically based, allege that welfare programs in general, and the 

AFDC program in particular, are fraught with incidences of fraud 

and abuse costing taxpayers millions of dollars.
83 

4.4 Fraud Vis-a-Vis Error in the AFDC Program 

Perhaps because data about the extent of fraud in the AFDC 

are scarce, information derived from HEW's federally mandated 

Quality Control (QC) program is often used as an alternative 

data source. Those who use the QC data in this manner commonly 

make the point that fraudulent cases in the AFDC program can be 

8lDick Risley, "Why be Concerned by Welfare Expansion," The Prosecutor, 
Vol. 12, No.3, (May-June 1977), pp. 173-174. 

82Ibid . 

83See for instance, U.S. News and World Report, "Mess in Welfare - The 
Inside Story", (Feb. 20, 1978), pp. 21-24; The Washington Post, 
"The Welfare Enigma", (March 8, 1977), pp. Cl-C2; and The National 
Journal, "Cracking Down on Fraud, Abuse, and Error", (January 20, 
1979), pp. 96-99. 
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considered to be a subset of cases which are in error.
84 

That 

is to say, most fraudulent AFDC activities are first detected 

as case errors. A case in error, once detected, mayor may 

not be categorized as a suspected case of fraud. Such a catego

rization involves a variety of legal and subjective judgments 

regarding thE~ circumstance of a particular error, the reason 

it occurred, and the perceived intent of the individua1(s) who 

caused it. For this reason error rates, when employed to assess 

the extent of fraud, must be used with cQution. Many AFDC errors 

are honest or unintentional mistakes which are made in the con

text of administering a complex program. 

The HEW Quality Control program (See Section 5.1 below) 

provides estimates of errors in the AFDC caseload. These esti

mates are derived from a nationwide sample, statistically se

lected from all states and intensively reviewed by both state and 

federal QC officials. Results are compiled for six-mollth reporting 
. d 85 

per~o s. 

While AFDC error rates provide a variety of information about 

the characteristics of error, the most pertinent information 

with respect to fraud in the program relates to four areas: 

Department of Health, Education and Welfare, Office of Inspector 
General, Annual Report - April 1, 1977 - December 31, 1977, (March 31, 
1978), pp. 43-48, 91; and Committee on Government Operations, 
Congressional Research Service Report, Administration of the AFDC 
Program, (April 1977), pp. 251-253. 

85See Comptroller General, Legislation Needed to Improve Programs for 
Reducing Erroneous Welfare Payments, (August 1, 1977), pp. 16-27, 
for a more detailed description of AFDC errors, QC sampling methodology, 
and state breakdoWTLs. 

4-19 



• 

• the source of the error--whether errors w~re 
made by clients (recipients/applicants) or the 
welfare a~ency administering the program 

• the cause of the error (what did not occur 
that should have) 

• the result of the error in terms of the payment 
of benefits, and 

• the program areas (e.g. eligibility factors) to 
which the errors relate. 

From the QC reviews, both national and individual state 

caseload error rates are calculated and analyzed in a variety 

of ways, primarily to allow states to assess problems of program 

integrity and implement corrective actions. The caseload error 

rate represents the proportion of the quality control sample that 

is found to be in error and provides another basis for estimating 

the nature and extent of fraud in the AFDC program. Tables 4~'2 and 

4-3 and Figure 4-1 present a summary of data from recent quality 
86 control reviews. Table 4-2 shows a breakdown of the national 

AFDC case error rate by sources and causes of these errors. 

Summarizing data from the review and analysis of two recent QC 

samples, Table 4-2 indicates that 27.8 percent of those cases 

comprising the AFDC caseload at the time of these reviews were 

in error. With the AFDC caseload during these periods approxi

mating 3.5 million families, 87 this error rate suggests 

86 Data summarized in these tables;represents cases reviewed from the 
July-December 1975 and January-June 1976 QC reporting periods. 

87 U.S. Department of Health, Education and Welfare, Social Security 
Administration, Aid to Families with De:eendent Children - 1975 Recipient 
Characteristics Study, HEW Pub. No. (SSA) 77-11777, (September 1977), 
pp. 6-7. 
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that about 973,000 cases were receiving benei;its based on 

erroneous information or calculations" The pHrcentage of cases 

in error in individual states during this peri0d ranged from 
88 5.7 to 40.7 percent. 

Further examination of the national case error rate pre

sented in Table 4-2 indicates that errors are evenly attributed 

to agency (13.9 percent) and client (13.9 percent) sources. 

Most agency errors (9.05 percent) are employee related, resulting 

from welfare staff's failures to take suitable action on 

cases to ensure compliance with appropriate local, state and 

federal rules and regulations. Client errors are predominantly 

(12.1 percent) the result of recipients failing to report infor

mation critical to maintaining their eligibility and determining 

the correct level of assistance to be paid. Indications are 

that this general pattern of error has been fairly consistent 

over time. 89 

Table 4-3 indicates the results of AFDC case errors in 

t:erms of their effect on benefit payments for all QC reporting 

periods from April 1973 through December 1976.
90 

These data 

provide a general in.iication of the extent to which identified 

case errors resulted iI! payments to ineligible cases, overpayments 

to eligible cases, and underpayments to eligible ca.ses. 91 

88 Committee on Government Operations, Congressional Research Service 
Report, Administration of the AFDC Program, (April 1977), p. 221. 

89Ibid., pp. 222-223. 

90Ibid • 

91 \i 
To be considered an error the amount in question in the AFPC QC 
program must exceed five dollars. 
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TABLE 4-2 

SOURCES AND CAUSES OF THE 
AFDC CASE ERROR RATE 

* 
Total Case Error Rate 27.8 

" 

II 

-" 
Agency Error 13.9 

• wrong or incorrect policy applied 3.85 

computational 1.0 • 
failur~ to take appropriate action 9.05 • 

Client Error 13.9 

information not reported 12.1 
• 

information not correct/complete 1.8 • 

*Data combined from July/Dec. 1975 and Jan./June 1976 National Quality 
Control Samples as provided in: U.S. Congress, House, Committee on 
Government Operations, Report by the Congressional Research Service, 
Administration of the AFDC program, 95th Cong., 1st. Sess., (April 
1977), pp. 21l~237;and Comptroller General of the United States, 
Report to the Congress, Legislation Needed to Improve Programs for 
Reducing Erroneous Welfare Payments, HRD-76-l64~ (August 1, 1977), 
pp. 16-27. 
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TABLE 4-3 

SUMMARIZED RESULTS OF CASE 
ERROR RATES IN TERMS OF BENEFIT PAYMENTS 

Average A11 QC Periods 
From April 1973 Through 
December 1976 

Total Case Error Rate 34.3 

• payment to ineligible cases 8.1 

• overpayment to eligible cases 18.6 

• underpayment to eligible cases 7.6 

Payment Error Rate 13.9% 

I 

Sources: u.s. Congress, House, Committee on Government Operations, Report 
by the Congressional Research Service, Administration of the 
AFDC ~rogram, 95th Cong., 1st Sess., (April 1977), pp. 212-221; 
and Co.mptrol1er General of the United States, Report to the 
Con?ress, Legislation Needed to Improve Programs for Reducing 
Erroh~ous Welfare Payments, HRD-76-l64, (August 1, 1977), 
pp. 16-27. 



'3' 

--~-------------------------------------------------------.--------

As Table 4-3 shows, the majority of AFDC case errors result 

in either overpayments to eligible cases (18.6 percent) or pay

ments to ineligible cases (8.1 percent). These two categories 

combined account for approximately 75 percent of all AFDC errors. 

All of these case errors translate into a payment error rate of 

13.9 percent. In other words, $13.90 of every hundred dollars 

spent for AFDC benefit payments are erroneous expenditures. Be

cause AFDC fraud also typically involves either payments to 

ineligible cases or overpayments to eligible cases, some portion 

of these two categories of error is likely to involve fraud. 

From another perspective, Figure 4-1 shows the composition 

of AFDC errors in terms of program areas. It characterizes 

each case error on the basis of the type of error in the 

case and its relation to specific program rules. Averaging 

data from three different QC reporting periods. Figure 4-1 shows 

that nearly half (48.6 percent) of the cases in error were 

attributable to agency and client mistakes related to the determi

nation of income. Further examination reveals that over half 

these errors can be traced specifically to the failure by recip

ients to properly report the correct amount of earned income. 92 

This supports other information indicatin~ ~Ihat unreported or 

underreported earned income by recipiend\\ j!~ the most frequent 

type of AFDC fraud. 

92Comptroller General, Legislation Needed to Improve Programs for 
Reducing Erroneous Welfare Payments, (August 1,1977), pp. 21-23. 
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Income Determination 

48.6% 

Basic Program 

Requirements 

28.9% 

Eligibility Requirements 

18.6% 

Resources - 2.3% 

Other - 1.6% 

FIGURE 4-1 
BASIC PROGRAM AREA COMPOSITION 

OFAFDC CASE ERRORS 

Sources: Adapted from U. S. Congress, House, Committee on Government 
Operations, Report by. the Congressional Research Service, 
Administration of the AFDC Program, 95th Cong., 1st Sess., 
(April 1977), pp. 211-237; and Comptroller General of the 
United States,Report ot the Congress, Legislation Needed 
to Improve Programs for Reducing Erroneous Welfare Payments, 
HRD-76-164, (August 1, 1977), pp. 16-27. 
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After those related to income, errors related to "basic 

program requirements" (,28.9 percent) and to determining 

eligibility for program participation (18.6 percent) are the 

most prevalent types of AFDC case errors. Many of these errors 

are technical in nature and not likely to involve large dollar 

amounts. The extent to which fraud might be involved in such 

cases is unknown. 

Any estimate of the nature and extent of fraud from the 

information summarized above is, of course, speculative. One 

cannot, for obvious reasons, equate all AFDC errors with. fraud. 

It is also entirely possible (and often suggested) that quality 

control activities may fail to detect as in error those cases 

involving more subtle means of deception. Taking into account 

the limitations of the QC data, it appears that AFDC fraud is 

potentially more extensive than the 2.7 to 3.7 percent (Section 

4.3.1) estimated from state reports concerning the disposition 

of fraudulent cases. On the other hand, the QC data tends to 

show that fraud in the program might not be as extensive as some 

critics of the program might suggest. Experts who have examined 

the QC data in some detail have estimated that between 10 and 

13 percent of the AFDC caseload is likely to befraudulent:
3 

They further suggest that from 5 to 6 percent of all AFDC recip

ient payments are disbursed to these cases .94 When translated 

93Committee on Government Operations, Congressional Research Service 
Report. Adm.inistration of the AFDC Program, (April 1977), pp. 227. 

94 Ibid., p. 257. 
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'to cases and payments, these estimates imply that between 

350,000 and 455,000 AFDC cases obtain as much as 600 million 

dollars fraudulently.95 In comparison, HEW estimates in terms 

of dollar losses resulting from fraud are more conservative, 

indicating annual losses due to fraud at approximately 145 

million dollars. 96 

In sum, available data about fraud and error in the program 

suggest that official estimates could be understating the extent 

of the problem. Estimates from various sources point to the 

possibility that fraud in the AFDC program is of considerable 

magnitude, extends to large numbers of cases, and involves sub

stantial dollar amounts. At the same time, it is important to 

note that. the costs of mismanagement::and a.gency error' in the 

program, recently estimated to be about one-half billion dollars, 

may exceed losses due to fraud. This suggests that anti-fraud 

efforts must be considered in conjunction with other efforts such 

as quality control to improve the administration 6f. the program. 

95 Ibid. This estimate is made by applying the lower bound QC estimates 
to 3.5 million AFDC cases and 10 billion'dollars of AFDC benefit 
payments. 

96 . Department of Health, Education and Welfare, Off1ce of Inspector 
General, Annual Report - April 1, 1977 - December 31, 1977, (March 31, 
1978), p. 91. 
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5. FEDERAL INITIATIVES IN THE CONTROL OF AFDC FRAUD 

Federal legislation and regulations require the states to 

conduct anti-fraud activities in their AFDC programs. 97 In 1975, 

Congress defined the federal role in dealing with AFDC fraud as 

being limited to: 

• the provision of technical assistance to the states 
(via consultation and the issuance of technical reports) 

• the operation of the AFDC Quality Control Program, and 

• the referral of incidents of fraud.dis§§vered during 
federal audits to state AFDC agenc1es. 

Federal support and policy direction have increase substantially 

over the past several years, although anti-fraud activities remain 

largely the responsibility of the states. The federal government 

has expanded its role with regard to AFDC fraud by undertaking 

several initiatives designed to minimize fraud and improve program 

integrity. This chapter deals with those aspects of the federal 

initiatives which appear to be most important to computer-aided, 

anti-fraud techniques. These are: 

• the operation of the Federal AFDC Quality Control program 

• the establishment of HEW's Inspector General's Office, and 

• the passage of legislation regarding the use of the Social 
Security Number and income data in the AFDC program. 

97 45 Code of Federal Regulations, Part 235.110. 

98 
Committee on Government Operations, Congressional Research Service 
Report, Administ.ration of the AFDC Program, (April 1977), pp. 25-253. 
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Additionally, this chapter briefly summarizes the role of the 

National Welfare Fraud Association because of this association's 

activities in fostering communications between the federal govern

ment and state and local practitioners who work in AFDC fraud control. 

5.1 The AFDC Quality Control Program 

The HEW-sponsored Quality Control program is perhaps the most 

significant federal effort designed to improve AFDC program 

integrity. While Quality Control efforts are aimed at measuring, 

identifying and correcting errors, these efforts are also impor

tant in terms of both federal and state anti-fraud activities. 

First, errors detected via Quality Control activities are a 

salient source of information about the extent and nature of 

fraud in the AFDC program (see Chapter 4). Second, many program 

improvements spurred by Quality Control findings have been directed 

at preventing and detecting fraud. Some of these improvements 

have involved the development and use of computer-aided techniques. 

5.1.1 AFDC Quality Control: Historical Development 

Formal quality control activities were first adopted for use 

in public assistance programs in 1952.
99 

These activities con

sisted of a periodic HEW review of a sample of cases to determine 

the computational accuracy of the manual records maintained for 

public assistance cases. 

During the early 1960's, Congress responded to reports of 

wide-spread abuse in the AFDC program and mandated a full inves

tigation into the recipient eligibility determination process. 

99Ibid ., pp. 202-251. 
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HEW, in turn, developed a revised Quality Control system for all 

federally supported public assistance programs. This system, 

implemented in 1964, consisted of both paper record reviews and 

field investigations of a sample of cases from all states. An 

assescment initiated in 1968 concluded that existing Quality 

Control activities were not adequately controlling errors related 

to eligibility determination and benefit calculation. The primary 

weakness identified during this aesessment was that case reviews 

failed to evaluate the accuracy of the information provided to 

determine(eligibility and to compute benefits. 

In 1970, HEW once again revised its QC system for all fed

erally supported public assistance programs. In addition to 

checking for computational correctness, the revised approach re

quired that the information used to determine recipient eligi

bility be verified through field investigations. Another change 

was the technique used for selecting a sample of cases for 

quality control reviews. The revised technique required that 

a statistically valid random sample of the public assistance 

caseload be examined to determine error rates and identify three 

types of errors: eligibility/ineligibility errors; overpayment 

errors; and underpayment errors. 

The present Quality Control program for the AFDC program was 

established in 1973, with essentially the same features as the 
100 1970 program. The most significant change is the inclusion of 

"fi 1 ti'" sea sanc ons 1n the 1973 program if a state's error rate 

exceeded a predetermined level. 

Since by the time the 1973 regulations were issued, the adult wel-
fare'programs (Old'Age Assistance, Aid to the Blind, and Aid to 
the Permanently and Totally Disabled) had been federalized by 
Suppleme~tal Security Income (551) legislation, only AFDC was 
covered 1n the 1973 Quality Control regulations though a similar 
"lit" ' qua y assurance system was planned for the 551 program. 
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5.1.2 The Current AFDC Quality Control Program 

The current AFDC Quality Control program is comprised of 

three components: 

• the measurement and description of error made in the 
administration of the AFDC program based on a review 
ofa statistically valid random sample of states' 
AFDC caseloads. 

• the pursuit of corrective actions by states to 
eliminate errors identified by quality control activi
ties, and 

• the imposition of fiscal sanctions on the states for 
exceeding federal standards of acceptable error 
levels. 

The individual states are responsible for the day-to-day 

operations of the QC program. State QC staff draw the sample 

of cases, review these cases, compile error statistics, report 

to HEW regional staff, and analyze QC findings to aid in the 

development of corrective actions. At the federal level, QC 

staff at HEW regional offices are responsible for monitoring 

state QC activities and for providing technical assistance, 

expecially statistical applications such as sampling. Federal 

staff also assist states in making decisions about errors in 

specific cases brought to their attention. Finally, HEW's QC 

staff in the Office of Family Assistance develop national 

policies for conducting the various quality control activities 

and publish findings on eligibility determination and payment 

error rates. 

5-4 
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5.1.2.1 Measurement of AFDC Error. The key function of the 

AFDC QC program is m7asuring the extent of error present in the 

states' caseloads. The measurement of error is performed every 

six months (reporting period) via a nationwide review of 

approximately 45,000 cases. HEW assigns each state a specified 

number of cases so as to produce statistically valid results 

for that state. One-sixth of the sample is selected and 

revie'Y'ed each month. The review entails three steps: 

• a review of the case records maintained by the 
welfare agency 

• at least one personal interview (field investigation) 
with the AFDC recipient, and 

• an independent verification of all elements related 
to eligibility and payment status. 

In reviewing each case, state QC personnel are required to deter

mine whether information gathered during the QC review supports 

the welfare agency's determination of eligibility and calculation 

of benefits. A case is counted as an error if any eligibility 

decision or payment amount made by the welfare agency conflicts 

with the QC finding. 101 

Once analyzed, QC findings are summarized and reported to 

HEW. Cases found to be in error are referred to the appropriate 

agency for remedial action. This could include a redetermination 

of eligibility, an adjustment in the benefit payment, or the 

initiation of a preliminary investigation for fraud. 

There are three exceptions: (1) payments that are in error by 
less than $5.00 per month; (2) cases in the appeal process with 
payment continuing pending a decision; and (3) recent agency errors 
for which there has been an insufficient time to make adjustments. 

5-5 



Error rates reported by the states (raw error rates) are 

r'eviewed and adjusted by Federal QC staff before they are 
\ \ 

finally published. This is accomp1isb:ed by selecting a small 

random sample of each state's sample of cases and re-ana1yzing 

the findings. If discrepancies are identified, federal and 

state staff confer to resolve them. Under the current QC pro

gram, HEW-published error rates are essentially averages between 

the error rates found in the federal reviews and the 'raw' state-

reported error rates. 

5.1.2.2 C01.rective Actions. Once: states have compiled their 

QC data and analyzed their error rates, they are required to 

develop a plan for improving administration in problem areas. 

This plan must be formally submitted to HEW. Depending on the 

nature and extent of errors found during quality control 

activities, different types of corrective action may be initiated. 

These include: 

• training staff to use new equipment, procedures or 
rules, or to better acquaint them with the existing 
program 

• addition, expansion or modification of computer 
capabilities 

• revision of manuals describing existing program 
procedures and revision of application and re
determination forms 

• revision of verification procedures 

• 

• 

rev~s~on of reporting requirements for clients (~'-tc1:{ 
as monthly income reporting) 

improvement of the flow of available information to 
the staff (for example, reports presenting the 
results of computer-aided matching activities), 
and 
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• structural changes in the make-up of a flat grant 102 
or consolidated standards for determining benefits. 

To illustrate, an analysis of QC data might indicate that unre

ported earned income is a significant problem with respect to 

error and possibly fra11d in the caseload. As a corrective 

action, a state may consider developing a computer-aidea tech

nique to detect cases involving unreported income. The 

Employment Security Matching technique, described in Chapter 7 

below, is a specific example of a corrective action a state 

might select to address this type of problem. Finally, correc

tive actions may also consist of modifying state rules and reg

ulations in order to re-define particular situations so that 

they are no longer considered errors. 

5.1.2.3 Imposition of Fiscal Sanctions. Under the current 

Quality Control program, states would lose a portion of their 

federal support if error rates indicated that ineligible cases 

exceeded 3 percent of the case load or cases of overpayment 

exceeded 5 percent of the caseload. The fiscal sanctions have 

yet to be implemented; their legality was challenged by a 

number of states in a federal suit commonly referred to as 
103 Maryland v. Mathews. The Court decided that the regulations 

concerning the tolerance levels and the associated fiscal sanc

tions were arbitrary, capricious, and an abuse of discretion. 

Department of Health, Education and Welfare. Social Security Admin-
istration, Office of Management and Administration, AFDC Quality 
Control - State Corrective Actions Taken from April 1973 through 
June 1977, OQA Pub. NO. 008, (July 1978). 

103Th , "d 'b d' d '1' USC H S b ~s su~t ~s escr~ e ~n eta~ ~n: .. ongress, ouse u-
committee on Oversight of the Committee on Hays and Means, HEW 
Efforts to Reduce Errors in Welfare Programs (AFDC and SSI), 94th 
Congress, 2nd Session, (April 29 and May 3, 1976), pp. 108-121. 
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As of June 1977, HEW was considering the establishment of new 

tol,erance levels and procedures for making them an acceptable 

co~oonent of the Quality Control program. However, objections 

by the states to any type nf fiscal sanctions have apparently 

impeded new efforts in this area. 

5 1 3 Q al 'ty Control' Controversial Issues •• u 1. • 

In addition to the debate surrounding tolerance levels, 

four other controversial issues have surfaced: the cost

effectiveness of quality control activities; the accuracy and 

use of the error rate calculations; the appropriateness of 

comparing state error rates against any national standatd; and 

the speed with which states coordinate QC activities with 

anti-fraud activities. 

Estimates by HEW have, in the past, suggested that the 

benefits of the Quality Control program were many times greater 

than the cost. These estimates are commonly disputed on several 

grounds: 

• 

o 

savings attributed to quality control activities were 
not based on valid statistical projections 

calculation of savings did not take into account the 
cost of administering the quality control program and 
instituting corrective actions, and 

• savings related to the quality control program were 
based on the false assumption that a reduction of a 
state's case error rate equated to a proportionate 
reduction in benefit-dollar savings. 

Several points have been raised concerning the accuracy 

and use of the error rate calculations derived from the Quality 
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Control activities. 104 The use of random sampling to select 

cases for QC review is seen by some as being an inappropriate 

statisticel technique on which to determine error rates. A 

simple t'andom sample, particularly in states with a high 

concentration of AFDC recipients in large urban areas, may 

tend to under-represent cases in densely populated jurisdictions 
105 where case error is more likely to be prevalent. 

As with other statistical indicators, AFDC case error 

rates are subject to random variation; therefore, comparisons of 

changes in these error rates should be statistically tested to 

determine if they are significant. In the past these tests have 

not been used, thus calling into question any conclusions based 

-, on differences in case error rates from one QC measurement 

frame to the next. 

Another criticism concerns the use of changes in case error 

rates as a major indicator of program improvement. Since the 

primary objective of the Quality Control program is to reduce 

erroneous payments, some critics contend that changes in the 

proportion of payments in error (payment error rate~' is a more 

appropriate indicator than cases in error (case error rate). A 

104Ibid ., pp. 61-118; and Committee on Government Operations, Congres
sional Research Service Report, Administration of the AFDC Program, 
(April 1977), pp. 246-249. 

105Sqrne states have begun to use other sampling techniques including 
stratified random sampling. See for instance, Schechter and Oshel, 
Options for Reducing Fraud in the AFDC Program., (March 1977), 
p. 17. 
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decrease in case error rates may be accompanied by little or no 
106 

change in dollar savings. 

TI1ird, in the view of some experts and state welfare 

officials, the use of a standard nationwide error tolerance 

f level for all states is inappropriate. Standardized error 

tolerance rates fail to take into account important differences 

among states in their ability to control error. For example, 

heavily populated jurisdictions typically have a more difficult 

time controlling errors than rural areas due to the pressures 

of comparatively larger case10ads. The differences among states 

in defining what is an error further renders standard tolerance 

rates inappropriate. Similarly, differences in baseline error 

rates among states also militate against the use of standard 

rates. 

Finally, it appears that many states have been slow to 

re~lize the potential of their quality control activities in 

terms of efforts to control fraud. Often. quality control 

activities are viewed by states as another independent federal 

requirement. 107 It has been suggested that quality control 

reviews by state personnel could be further structured to 

provide leads for fraud investigators. Quality control data 

could also be further analyzed or used to prioritize the redeter

mination of cases on the basis of either the likelihood of error 

or fraud.
108 

106This is because case error rates include underpayments and relatively 
small overpayments. Further, the additive effect of correcting cases 
involving underpayments may cancel out some of the savings realized 
by eliminating overpayments. 

107Schechter and Oshe1,Options for Reducing Fraud in the AFDC Program, 
(March 1977), pp. 15-18. 

108Ibid . 
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5.2 HEW's Office of Inspector General 

Until recently, organizational responsibilities for control

ling fraud and abuse in HEW's public assistance programs were 

scattered throughout the Department. Typically, these units were 

situated within the same program bureaus they were charged to 

investigate. This ~rganizationa1 structure presented an inherent 

conflict between program managers and program investigators, 

often counter-productive and sometimes embarrassing.
109 

Further, 

the fragmentation of activities designed to maintain program 

integrity resulted in dup1:i.cative functions and inefficiencies in 

preventing and detecting fraud and abuse. 

In an attempt to correct this problem, the United States 

Congress passed legislation in 1977 to consolidate HEW program 

integrity activities by establishing the Office of Inspector 

General (OIG) within the Department. This new office is given 

overall authority, responsibility and resources needed to 

develop methods and conduct audits for the identification and 

investigation of fraud and abuse in HEW's public assistance 
110 programs. Under Public Law 94-504, the OIG is also assigned 

U.S. Congress, House, Committee on Government Operations, Tenth 
Report, Department of Health, Education and Welfare (Prevention 
and Detection of Fraud and Program Abuse), 94th Congress, 2nd 
Session, (January 26, 1976). 

110See Public Law 94-504, "In order to create an independent and ob
jective unit--(l) to conduct and supervise audits and investigations 
relating to programs and operations of the Department of Health, 
Education and Welfare; (2) to provide leadership and coordination 
and recommend policies for activities designed (A) to promote 
economy and efficiency in the administration of, and (B) to prevent 
and detect fraud and abuse in such programs and operations; and (3) 
to provide a means for keeping the Secretary and the Congress fully 
and currently informed about problems and deficienci~s relating to 
the administration of such programs and operations and the necessity 
for and progress of corrective action; there is hereby established 
in the Department of Health, Education and Welfare an Office of 
Inspector General." 
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the responsibilities of coordinating HEW legislative activities 

in the area of fraud and abuse, providing Congress with reports 

estimating the nature and extent of fraud and abuse in all HEW 

public assistance programs, and recommending acti.ons to improve 

the administration and economy of HEW and its pr?grams.
lll 

In a relatively short time, the Office of Inspector General 

has planned and implemented a number of major and highly visible 

initiatives designed to prevent and detect fraud and abuse in HEW 

public assistance programs. Several of these efforts have involved 

the use of computer-aided techniques. Key among the major computer-
112 aided initiatives undertaken thus far are: 

• the match of ferlp.ral military and civilian payrolls 
against state AFDC rolls (see Section 7.2.3.l)~ and 

• the comparison of state AFDC rolls against each other 
(see Section 7.2.3.1). 

The purpose of the former project was to identify federal employees 

who were also receiving AFDC assistance, and the intent of the 

second effort was to detect cases of duplicate aid. Presently, 

the DIG is continuing to conduct matching efforts in the AFDC 

program utilizing caseload data provided by the states. It is 

working closely with the Social Security Administration, particularly 

the Office of Family Assistance, to develop and coordinate anti

fraud initiatives. 113 Two of these initiatives are particularly 

lllThomas D. Morris, "The HEW Inspector General's First Year - And A 
Look Ahead," The Prosecutor, Vol. 13, No.6, (July-August 1978), 
pp. 413-415. 

112 Department of Health, Education and Welfare, Office of Inspector 
General, Annual Report- January 1, 1978 - December 31, 1978, 
(March 31, 1979), p. 96. 

l13Ibid., pp. 96-97. 
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noteworthy. First, a Welfare Management Institute was established 

by SSA to: 

• identify innovative State practices which result in 
the improvement of program management, and ' 

• disseminate information about those and other improve
ments to the States. 114 

Second, the feasibility of a National Recipient System is being 

tested as a pilot project. This system would formalize inter

state matching of AFDC caseloads at the federal level. It would 

also provide a centralized capability to match AFDC caseloads with 

other federal sources of information such as payroll data and other 

benefit programs. Most important, the DIG has for the first time 

provided a national focus for addressing the problems of fraud in 

public assistance programs and for coordinating government efforts 

at all levels to curtail its occurrence. 

5.3 Legislation Regarding the Use of the Social Security Number 
and Income Data in the AFDC Program 

The Quality Control program and independent studies suggest 

that underreported or unreported income is a considerable source 

of AFDC error, accounting for 25 percent or perhaps more of all 

case errors. 115 It has been estimated that these errors may result 
116 in the loss of $300 million or more annually to the government. 

In response to the problem of accounting for earned income of 

l14Ibid • 

115 Trainor and Lentz, A Report on the Use of Income Data in the Admin- ' 
istration of the AFDC Program, (July 1978), pp. 1-6. 

l16Ibid ., p. 5. 
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recipients in the AFDC program, legislative actions have been 

undertaken in two areas. The fi~st establishes the Social Security 

Number (SSN) as a basic identifier for AFDC recipients. This 

allows AFDC files to be easily compared with other independent 

data banks containing information regarding the earned income ,of 

AFDC recipients. The second requires state welfare agencies to use 

wage information contained in State Employment Security files or 

Social Security Administration records to aid in determining AFDC 

eligibility and payment amount. 

5.3.1 The Use of the Social Security Number 

The Social Security Number is the most important data element 

in current efforts to identify error and fraud in the AFDC program. 

Virtually all efforts to match AFDC files with other records use 

the SSN as the comparison key. 

Since 1972, the enactment of two federal laws have clearly 

established the SSN as a major identifying element for AFDC recip

ients. Public Law 92-603, enacted in 1972 to amend the Social 

Security Act, required states to obtain the SSN of AFDC applicants, 

to verify its accuracy with the Social Security Administration, 

and to record it in the case file. In an instance where there 

was no SSN, this law mandated that the welfare agency assist the 

applicant in obtaining a SSN. The law also charged welfare 

agencies with checking at redetermination time that each recipient's 

SSN was in fact properly verified with the Social Security Admin

istration. The issuance of a SSN, under this law,was not\to be a 
117 ,\ 

reason for delaying assistance to eligible recipients. 

117 Ibid., p. 15. 
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Public Law 93-647, enacted in 1974 to amend the Social 

Security Act, further emphasized the need to record the SSN of 

every AFDC recipient. This law strengthened the previous amendment 

by requiring that applicants furnish to state welfare agencies 

a SSN as a condition of eligibility. Furthermore, it promoted a 

more active use of the SSN in the process of eligibility determi

nation by requiring that state agencies use the SSN as an accounting 

h . i h d" . f h 118 mec an1sm n tea m1n1strat10n 0 t e program. 

Since 1974, the Social Security Administration has issued 

several instructions amplifying the application of the laws des

cribed above. Essentially, these instructions detail how the SSN 

is to be recorded in a case record and how the SSN is to be 

verified with the Social Security Administration. Further, these 

instructions also state that failure to properly obtain, use or 

record the SSN would be considered an error in theAFDC Quality 
119 Control program. 

Despite the requirements concerning the use of the SSN in the 

AFDC program, implementation has been slow and incomplete. A 

study conducted for the Office of Family Assistance and the 

Office of the Inspector General recently suggested that SSNs are 

not always recorded in case files, validated with the Social 

l18Ibid ., p. 16. 

119Ibid ., p. 20. In May 1978 the Social Security Administration 
tightened the requirements for obtaining aSSN. These new require
ments are expected to make it more difficult to obtain duplicate 
SSNs and thus should reduce the likelihood of AFDC applicants/recip
ients receiving benefits via two or more SSNs obtained by establish
ing bogus identities. Previous to this ti.me, validation of aSSN 
essentially entailed confirming that the number had been issued under 
the name presented by an AVDC applicant/recipient. ~is validation 
process did not rule out the possibility that an individual may have 
obtained SSNs under two or more separate identities. For a fuller 
explanation see: Department of Health, Education and l.Jelfare, 
Office of Inspector General, Annual Report - January 1, 1978-
December 31, 1978, (March 31, 1979), p. Appendix K, p. 3. 
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Security Administration or accessible in automated files.
120 

In 

terms of anti-fraud activities, these findings are important because 

of their impact on states' ability to conduct computer matching 

techniques. To fully benefit from the use of computer matching 

techniques, it is critical that states maintain an automated AFDC 

case file containing valid SSNs for every AFDC recipient. 

5.3.2 Access to Wage Record Information 

Over the past 10 years, states have begun to use centralized 

sources of information about wages to deal with the problems of 

AFDC recipients underreporting or failing to report earned income. 

Two predominant sources of information have been used by states 

to obtain information about the w~ges earned by AFDC recipients: 

(1) the quarterly earnings reports submitted to state Employment 

Security agencies by most employers for the purpose of computing 

Unemployment Insurance benefits; and (2) the quarterly Summary 

Earnings Records maintained by the Social Security Administration 

in administering the Federal Old Age, Survivors and Disability 

Program (known to most as "Social Security"). 

States and some localities employ computer-aided techniques 

to match their AFDC recipient caseload with the centralized 

sources of wage information mentioned above. The purpose of 

this matching is to verify wage information (or discover earnings 

not reported) provided by applicants/recipients to establish and 

maintain eligibility. Wage matching, as described in Chapter Seven 

of this report, is the most common computer-aided, anti-fraud tech

nique currently used in the AFDC program. 

l20Ib "d ~ ., pp. 56-68. 
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The source of wage data which states have used is directly· 

related to the method states employ to operate their Unemployment 

Insurance programs. States are divided into two types in this 

regard: (1) wage reporting states; and (2) wage requesting 

states. There are 40 wage reporting states (this includes the 

District of Columbia and Puerto Rico). These states require 

employers to provide wage information to an agency which adminis-

ters the state Unemployment Insurance program. 

12 
" 121 

There are wage request~ng states. These states do 

not require employers to report wage earnings to a state Employ

ment Security agency. Instead, when an individual files for 

Unemployment Insurance benefits., the state Employment Security 

agency must request wage information directly from the employer 

prior to calculating benefits. Consequently, in these states there 

is no comprehensive wage information data base available for use 

by the AFDC program for matching wage information with AFDC 

records.122 As an alternative, these states have used the Social 

Security Administration's Summary Earnings Records. 

Computer-aided matching of earned income data supplied by 

either state Employment Security agencies or by SSA with AFDC 

caseload files has increased steadily as states recognized the 

potential value of the practice and as the Federal government 

increasingly encourages states to address the problem of AFDC 

fraud and abuse. In December 1977, the use of wage data, which 

was previously conducted voluntarily as a state initiative, was 

l2lAlthough fewer in number of states, wage requesting states include 
some of the more populous states with large AFDC caseloads. 

l22State income tax information is typically not available or timely 
enough for use in AFDC wage matching efforts. 
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formally mandated by an amendment to the Social Security Act 

(Public Law 95-216). This amendment (and the subsequent regula

tions that implemented it) requires state welfare agencies, as of 

October 1, 1979, to"request and use "lage information about current 

applicants and recipients available from the Social Security 

Administration and from agencies administering state unemployment 

compensation 1aws.,,123 To implement this requirement, the amend-

ment directs: 

• AFDC agencies to maintain an automated file of app1i
cants 1 /recipients' names and SSNs 

• states to develop safeguards for the privacy and 
security of the wage information 

• state AFDC agencies to maintain basic statistical 
information about the results of using wage data 
(i.e., changes in eligibility, changes in benefit 
payments), and 

• state welfare agencies not to deny, delay or 
discontinue AFDC assistance pending the receipt of 
wage data. 

Finally, to overcome potential privacy challenges, PL. 95-216 

formally amended both the Social Security Act (Section 411) and 

the Federal Unemployment Tax Act (Section 3304 (a) (16)) to permit 

access by state welfare agencies to federal Summary Earnings 

Records and to wage data maintained by state Employment Security 

agencies. 

The expected impact of the wage data amendment is that it 

will make computer-aided matching of AFDC and wage data a routine 

123"Aid to Families with Dependent Children - HEW/SSA Proposes Rules 
Concerning Access to Wage Record Information," The Federal Register, 
Vol. 44, No.8, (January 11, 1979), pp. 2404-2408. 
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process. There is some doubt, however, that the full impact of 

this legislation will be realized, especially in wage requesting 

states. This is because the timing of the legislation coincided 

with a significant change in the Social Security Administration's 

maintenance of Summary Earnings Records. The dilemma brought about 

by this change has been described as follows: 

States which for years have been denied access to 
the relatively timely quarterly earnings data 
previously maintained on the SER will now be re
quired to access the data which will no longer be 
timely because the file is now updated on an annual 
basis.124 

Some states apparently have recognized that the new'method 

of compiling SSA's Summary Earnings Records will drastically 

limit the utility of the data in terms of matching it with an 

AFDC case10ad. There have been two noticeable responses by 

states to this situation. First, there has been a flurry of wage 

ma~ching activities by wage requesting states using the last 

quarterly Summary Earnings Records preceding the change to an 

annual compilation. Second, and perhaps most important, SSA's 

changes have apparently provided some impetus to wage requesting 

states to develop a wage reporting system themselves (New York 
125 

and Wyoming are two examples). 

5.4 The National Welfare Fraud Association 

Although not a federal initiative, the formation and con

tinuing effort of the National Welfare Fraud Association (NWFA) 

124Trainor and Lentz, A Report on the Use of Income Data in the 
Administration of the AFDC Program, (July 1978), p. 39. 

125 Ibid., pp. 47-49. 
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plays a substantial role with respect to federal and state acti

vities dealing with fraud. Created in 1972, NWFA represents 

primarily investigators, but also includes AFDC program staff, 

local. prosecutors, probation department staff, state and local 

police, and federal officials who are involved in activities to 

curtail recipient fraud in public assistance programs. As a 

national association with about 800 members, NWFA appears to be 

growing as an important interest group for developing positions 

reflecting the concerns of its membership with regard to the control 

of public assistance fraud and communicating these positions to HEW 

and Congress. The organization performs a variety of tasks designed 

to shape federal initiatives in the area of AFDC fraud and efforts to 

control it. For example, it has influenced the federal government 

to implement a statute to require states to use wage data to 

assist in determining AFDC eligibility and payment amount. 

In the past, NWFA has focused its attentions on promoting 

a number of policy changes at the federal level. For example, 

NWFA strongly supported the creation of HEW's Office of Inspector 

General as a focal point to "coordinate investigative activity in 

developing an effective fraud prevention and deterrence posture.,,126 

NWFA has promoted and continues to support other measures to 

improve anti-fraud efforts. These measures include: 

• establishing a National Recipient Index 

• standardizing the reporting of fraud statistics and 
compilation at the national level 

• improving the training of fraud investigative personnel 
through increased support by HEW 

Dorothy M. Forney, "The Founding of the National Welfare Fraud 
Association," The Prosecutor, Vol. 12, No.3, (November-December 
1972), p. 171. 
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• reviewing HEW regulations impacting fraud on a periodic 
basis, and 

• increasing federal funding by HEW for AFDC adminis
trative efforts related to the control of fraud. 

In addition to promoting federal-level initiatives, NWFA 

conducts a number of activities directed toward assisting states 

and localities to control welfare fraud. Key among these activities 

are the sponsoring of regional workshops and training programs. 

These regional workshops and training programs are intended to 

function as a clearinghouse to facilitate the exchange ot infor

mation among states and agencies concerning their activities 

in the area of fraud. In performing these activities, many 

practitioners feel that the NWFA can be an important resource to 

foster the exchange of information concerning the use and improve

ment of computer-aided, anti-fraud techniques. 
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6. STATE ANTI-FRAUD ACTIVITIES IN THE AFDC PROGRAM 

6.1 Introduction 

States have the primary responsibility for preventing and 

controlling fraud in the AFDC program. It is important to be 

aware of the full range of state anti-fraud activities so as 

to fully comprehend the contribution of computer-aided techniques 

and to appreciate the problems associated with their use. Ant i-
, , 

fraud efforts vary extensively among states in terms of the types 

of activities performed, the emphasis placed on these activities 

and the corresponding support provided by management, and the 
127 organizational locus of specific activities. 

State anti-fraud activities can be grouped into four basic 

types of functions: prevention, detection, investigation, and 

prosecution. This section provides an overview of typical activi-· 

ties performed by state and local agencies to control fraud 

in the AFDC program in relation to one of the four basic' anti

fraud functions and specifies, in a general sense, how computer

aided techniques fit into these anti-fraud activities. 

6.2 Prevention Activities 

Prevention activities are directed at discouraging applicants 

from initiafing fr,audulent claims for benefits. These activities 

are pximarily associated with the front-end processes of AFDC 

127. 
Schechter and Oshel, Options for Reducing Fraud in the AiDC Program, 
(March 1977), particularly the nine state "Best Practicesll report,~. 
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administration and are directed toward deterring the commission 

of fraud. By and large, prevention of AFDC fraud depends 

upon the vigilance, skill and training of individual caseworkers. 

Their role in determining who is eligible for benefits and their 

screening of relevant eligibility information makes them key to 

the prevention of recipient fraud. In general, current prevention 

activities are oriented toward discouraging the more common 

nttempts to defraud the program. 

Welfare agencies' activities designed with fraud prevention 

specifically in mind include: 

• warnings, both verbal and written, provided to 
applicants concerning their responsibilities 
relative to the program and the penalties for 
committing fraud 

• public relations programs conducted to emphasize 
the seriousness of welfare fraud and the existence 
of detection mechanisms, and 

• screening of AFDC applicants to identify the 
receipt of multiple benefits in AFDC or other 
related programs. 

Other ~ctivities conducted by welfare agencies, although pri

marily oriented to case management and administration, also serve 

a preventive function in the AFDC program, e.g., eligibility 

information validation, case assignment and supervision. In these 
" instances, prevention of AFDC fraud is usually considered a by-

product of good management controls and practices. 

6.2.1 Prevention Activities with a Distinct Anti-Fraud Focus 

Efforts to prevent AFDC recipient fraud are initiated at the 

time of application for assistance. As previously discussed, 
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applicants in all states are required to complete an application 

form. These forms invariably contain a statement delineating 

applicant and recipient responsib~lities relative to participation 

in the program. While details differ among states, they essentially 

require that recipients report any change in status which directly 

affects their eligibility, such as changes in: address, family 

composition, income, school attendance, and personal property. 

Before being certified as eligible for benefits, all appli

cants must sign a declaration on the application form certifying 

that they understand these responsibilities. Usually, as part of 

this declaration, the application contains a written warning that 

misrepresentation or concealment of facts used to determine 

eligibility can subject the applicant to criminal prosecution, 

Some forms make specific reference to fraud while othe~s are les~ 

specific, mentioning the possibility of criminal penalti~s. 

At the same time as the declaration regarding ~raud is si~ned, 

welfare.staff in many agencies provide other written materials to 

applicants which expand upon warni~gs contained in the declarations 

and often explain how fraud is detected and investigated by the 

agency as well as the possible criminal penalties that could 

resul t. In some agencies, both applicants and staff are requirfad 

to sign the warnings on the application form. The primary purpose 

of the signed declaration is to establish intent in the inyesti-. 

gation and prosecution of fraud. Without these signed declarations 

it is generally considered impossible to prosecute welfare fraud 

cases. 

Publicity about anti-fraud activities is considered in 

most states to be an integra~ element in the p~event:i:on of 'AFDC 
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recipient fraud. State and local welfare agencies use the media 

to publicize information about: 

• the seriousness of welfare fraud with respect to the 
AFDC program 

• the penalties for committing welfare fraud, and 

• activities related to the detection, investigation 
and prosecution of fraud. 

Often the use of computer-aided, anti-fr.aud techniques are 

emphasized during publicity campaigns. This usually occurs 

when a technique is first initiated, when a group of potentially 

fraudulent cases is identified, or when numerous cases are prose

cuted. Particularly noteworthy is that more than a few welfare 

administrators and investigators believe that publicity concerning 

computer-aided techniques has a greater impact on fraud than the 

use of the techniques themselves. It is also generally assumed 

that a vigorolls publicity campaign will encourage members of the 

community to report to both welfare and law enforcement agencies 

h th .. If f 128 persons w om ey suspect are comm~tt~ng we areraud. 

The screening of applicants during the eligibility deter

mination process is another action commonly used in the AFDC pro

gram to prevent fraud. In a number of states and localities 

applicants are screened (or cleared) to ensure that obvious in

consistencies do not exist in the information provided to deter-

mine eligibility. The two most common types of discrepancies searched 

for during front-end screening activities are: (1) the presence 

128 
Commonwealth of Virginia, Department of Welfare, Fraud Procedural 
Handbook, (August 1978), Chapter F, p. 5. 
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of the applicant on the local jurisdiction's or the state's case

load; and (2) the existence of unreported or underreported income. 

Front-end screening can be performed manually (telephone or 

paper transactions) or by computer. Data bases maintained by 

both the welfare ag.ency and other agencies ~ay be used to conduct 

screening activities. Agencies which commonly permit data access 

to welfare departments for screening of AFDC applicants are the 

Social Security Administration, state employment security agencies, 

and the Veterans Administration. While there is an absence of 

data accurately detailing the contribution of computers to screen

ing, it seems clear that computers are considered useful in some 
129 states. The screening of appllcants using manual techniques 

is more prevalent, occurring in about two-thirds of the states, 

while computer-aided screening is presently operational in about 

one-half of all states. 130 

The extent to which computers contribute to ~ront-end screen

ing in the prevention of fraud is highly dependent on the electronic 

data processing capabilities of welfare agencies. On-line computer 

access and the existence of a centralized, up~to-date AfDC data 

base are prerequisites to the effective use of computers as part of 

a fraud prevention strategy. The use of computers for front-

end screening increases the likelihood that fraudulent applications 

will be detected before the payment of substantial benefit amounts 

is made. Public knowledge that welfare agencies conduct front-end 

screening will deter at least some AFDC applicants ~rom initiating 

illegitimate claims of eligibility. 

l29Booz , Allen and Hamilton, AFDC ADP Requirement Study, (September 
1978), p. 7; and Oshel and Blandford, AFDC Fraud Control Mail Survey 
Book, (June 1977), pp. 12-13. 

l30Specific techniques are described in detail in Chapter Seven below. 
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6.2.2 Prevention Activities: A By~Product of Case Management 

There are a number of case management activities that have 

fraud prevention aspects, e.g., the validation of eligibility 

information at application and case assignment. 

Validation of eligibility information serves a fraud preven

,tion role because applicants are made aware that information they 

provide to welfare staff will be checked to determine its accuracy. 

There are three methods used to validate eligibility: (1) review 

of applicant information by welfare staff; (2) home visits; and 

(3) verification with third party sources. 

Documentation required from an AFDC applicant can be exten

sive. Although there are major differences in doc~entation 

required among states, typical are social security card, pay 

records and veteran benefit records. A more complete list of the 

types of documents that might be required are shown in Table 6-1. 

Many welfare agencies require welfare staff to conduct home 

visits as part of the verification process. It is assumed that 

home visits will deter some potential applicants from providing 

false information concerning their 1iying conditions and ~ami1y 

composition. Visits may, in some states, be conducted for all 

applicants, while in other states a decision to conduct a home 

visit is made either for particularly complex cases or in cases 
131 

where the agency suspects fraudulent application. 

131Committee on Government Operations, Congressional Research Service 
Report, Administration of the AFDC Program, (April 1977), p. 39. 
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TABLE 6-1 

TYPES OF DOCUMENTS REQUIRED FOR AFDC APPLICATION 

DOCUMENTATIPN REQUIRED 

Identification and Citizenship or 
Immigration Status 

Social Security Card 

Driver's License 

Passport 

Immigration Papers 

Age of Family Members 

Birth Certificates 

Military Identification 

Marital Status 

Marriage Certificate 

Divorce Papers 

Death Certificate 

Children's Status in School 

School Registration Papers 

Income and Assets 

Current Pay Checks. 
Award Letter or Last Check From: 

Social Security 

Veteran "s B'enefits 

Retirement Fund 

Unemployment Compensation 

Deeds to Property 

Savings Account Passbook 

Checking Account Bank State~ 
ment 

Stock and/or Bond Certificates 

Automobile Registration and 
Title 

Life Insurance Policy 

Food Stamp Authorizations 

Employment Status 

WIN Registration 

Registration with State Employ~ 
ment Office 

Doctor's Statement Verifying 
Inability to Work or Pregnancy 

Source: Robert E. Oshel and W. Barry Blandford, AFDC Fraud Control Mail Survey 
Data Book, The General Research Corporation, (June 1977), p. 10. 

6-7 



Verification of eligibility data with third party sources 

encompasses contacts with federal, state or local agencies and with 

private organizations (for example, the Social Security Administration, 

the Veterans Administration, the state employment agency, other 
. 132 

state or local welfare off~ces, and local banks). 

The extent of third-party verification varies among states. 

In some cases, contacts with certain selected agencies, especially 

the Social Security Administration and the State Employment Office, 

are routine. In other instances the eligibility worker may track 

down all relevant sources when an error is likely or when the 

applicant is suspected of providing false information. As with 

other preventive activities, verification may be conducted manually 

or with the assistance of computers. 

Certain case assignment and administrative structures have 
133 

also been cited as having distinct preventive aspects. The 

most important of these appears to be job specialization (by unit 

or by function), especially \vith regard to validating eligibility 

information or providing special attention to difficult or sus

picious case applications. In some states, special units are 

composed of experienced and/or trained eligibility workers who 

have major responsibility to verify eligibility information and 

review problem cases at application. Some state officials in

dicated that these specialized intake units serve a preventive 

function, because applicants are less likely to falsify infor

mation if these data are subjected to more intense scrutiny than 

l320shel and Blandford, AFDC Fraud Control Mail Survey Book, (June 
1977), p. 12. 

l33Schechter and Oshel, Options for Reducing Fraud in the AFDC Program, 
(March 1977), pp. 34-44. 
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normally provided by intake staff working in more traditional 

organizational settings. 

6.3 AFDC Fraud Detection 

Fraud detection activities in the AFDC program are concerned 

with identifying persons who are receiving benefits to ~lhich they 

are not entitled. The possibility of fraud can be raised in a 

variety of ways ranging from irregularities spotted by caseworkers 

to the flagging of particular cases by computer-aided techniques. 

Once a case is tagged, information about the case is gathered and 

intensively reviewed to determine whether and to what extent the 

case is in error. Errors discovered may be attributed to mistakes 

made by the agency, to unintentional misrepresentation by recip

ients, or to other unique circumstances. The purpose of this 

review is to screen out cases where there is no obvious intent 

to defraud the program. Cases involving error, but not fraud, are 

typically handled through the administrative structure of the 

welfare agency. 

After cases containing obvious errors are screened out, 

caseworkers must determine whether or not to refer the remaining 

AFDC cases for formal fraud investigation. These decisions are 

not as automatic as it may seem. Not all cases in which fraud 

is suspected are referred for investigation. Administrative 

disposition is preferred, for instance, when cases involve small 

dollar amounts, reimbursement is volunteered or there are special 

hardships. 134 

134Department of Health, Education and Welfare, Disposition of Public 
Assistance Cases Involving Questions of Fraud - Fiscal Year 1977, 
(October 1978), p. 8. 
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The way responsibility for performing AFDC fraud detection 

activities is assigned varies among states and localities. AFDC 

caseworkers and their supervisors most often bear this responsi

bility as part of their routine case maintenance activities. 

However, significant involvement by specialized detection and 

investigation units is evident in a numbe+ of states. 'llor instance, 

some welfare agencies maintain special units within their elig

ibility determination section to examine cases in which questions 

of improprieties are raised. Other welfare agencies may have 

units that deal primarily with calculating the amount of overpay

ment for cases found to be in error. Some states have given 

investigative units significant case review responsibilities for 

the entire AFDC caseload, in addition to their investigative 

duties connected with individual cases. The primary purpose under

lying the creation of specialized anti-fraud units apparently has 

been to relieve caseworkers of some of the burden associated with 

fraud detection so as to allow them more time for case maintenance 

activities. 

Fraud detection activities in the AFDC program can be cate

gorized into two groups. The first group involves the review of 

all cases via standard case maintenance activities in which case

workers have the opportunity to identify inconsistencies in case 

information that might be an indication of error or fraud. Key 

among these activities are redetermination, quality control reviews, 

recipient reporting requirements, and coordination with other 

related public assj.stance programs. 

The second group involves fraud detection activities which are 

conducted independently of routine case maintenance. These activities, 

more directly focused on identifying cases suspected of recipient 

fraud and error, include: (1) establishing and publicizing fraud "hot 
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lines"; (2) implementing a "hopper" detection alert system; and 

. (3) developing and using computer-aided matching techniques. 

The following two subsections present a description of each 

of these detection-oriented activities and, where appropriate, 

discuss their relationship to co~puter-aided, anti7fraud techniques. 

6.3.1 Fraud Control Via Case Maintenance Activities 

By most accounts, routine case maintenance activities provide 

the most important source of AFDC case referrals to £raud investi

gations. Instances likely to involve fraud are often detected 

through good casework.135 Caseworkers in eligibility units, 

redetermination units and quality control units are key to main

taining AFDC program integrity. They single ?ut the majority of 

the cases eventually referred to special investigative units for 

determining whether cases contain prosecutable fraud. 

Perhaps the most important case maintenance activity with 

respect to the detection of fraud is redetermination. Federal 

regulations require that states perform periodic redeterminations 

of every case to ascertain if there have been any changes in eligi

bility status or any errors in previous eligibility determinations 

or benefit calculations. According to the regulations, each case 

must be re-examined every six months, at a minimum; the order in 

which cases are scheduled for redetermination is left up to the 

discretion of the individual states. Some states maintain the 

semi-annual review cycle for their entire caseload. Other states 

Oshel and Blandford, AFDC Fraud Control Mail Survey Book, (June 
1977), p. 12. 
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prioritize cases for more frequent redetermination or for exami

nation early in the six-month review cycle, according to specific 

characteristics such as unemployed father, physical but not legal 

separation, history of employment oranp10yabi1ity, and recent 

death or disability. Representatives from these states believe 

that cases exhibiting these traits are most prone to error or 

fraud.136 

Computers are often used to support the redetermination 

scheduling process. Because of the large number of cases and 

variables associated with each case, it is difficult, if not 

imrossib1e, to rely entirely on manual procedures to profile a 

state's entire case10ad, identify error-prone cases, and schedule 

those cases for priority redetermination. The use of computers 

greatly simplifies this complex process. In some states, use of 

computers is limited to merely notifying casewor:kers that cer

tain cases are due for redetermination. Computers perform a broad 

range of redetermination functions in some states including pro

filing cases, identifying those cases exhibiting error-prone 

characteristics and prioritizing such cases for more frequent 

d t i 
. 137 re e erm nat10ns. 

The literature suggests a strong relationship between redeter

mination efficiency and fraud detection. Not only do studies 

indicate that fraud is often first detected at redetermination, 

but they also indicate that AFDC recipients often perceive that 

it is easier to defraud the AFDC program and escape detection 

during application than it is at redetermination. ~ractitioners 

136 Schechter and Oshel, Options for Reducing Fraud in the AFDC Program, 
(March 1977), p. 19. 

137 Oshel and Blandford, AFDC Fraud Control Mai~. Survey Book, (June 1977), 
pp. 18-20; and Booz, Allen and Hamilton, AllDC ADP Requirement Study, 
(September 1978), pp. 8-9. 
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have suggested, for example, that it is not unco~on for A}DC 

recipients suspected of defrauding the program to yo1untari1y 

terminate their cases prior to redetermination but subsequently 

re-app1y a month or two later. Furthermore, these same studies 

indicate that the ability of welfare agencies to conduct redeter

mination as scheduled is associated with AFDC error rates. More 

specifically, it has been found that: 

in the first half of 1976, the 15 states with the 
lowest backlog of redeterminations had case error 
rates that were less than half those in the 15 
states with the highest back10g.138 

These findings are especially pertinent if it is assumed that the 

amount of error in an AFDC case10ad is an indication of the amount 

of fraud in the same case1oad. 

A second case maintenance activity that may result in the 

detection of AFDC fraud is the Quality Control CQC) program which 

(as described previously in Section 5.1) requires all states 

and localities to draw a sample of AFDC cases semi-annually and 

to review these cases in order to measure, identify and correct 

errors associated with eligibility status and amount of benefit 

payments. Computers are often used to draw the sample of cases 

to be reviewed. 139 In examining the QC samples, welfare agency 

staff may identi.fy a case which warrants a closer examination for 

the possibility of fraud. 

138Sendeck, et. a1., The Anatomy of AFDC Errors, (April 1978), pp. 42-44. 

139 
Committee on Government Operations, Congressional Research Service 
Report, Administration of the AFDC Program, (April 1977), pp. 158-161. 
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Data from the QC sample can also be analyzed to identify the 

most error- or fraud-prone types of cases in the AFDC caseload. 

Computers, of course, greatly facilitate the manipulation, and 

quantitative analysis of a large body of case data. The analysis 

of QC data may indicate that certain types o~ cases consistently 

exhibit irregularities. To address these irregula:ri:ti:e,s, A:FJ)C 

program management may decide, that these types of cases should be 

redetermined more frequently, receive home visits, or be required 

to provide more supporti.ng documentation than other cases in the 

caseload. 

Recipient reporting constitutes another case maintenance 

activity commonly associated with the detection of AFDC recipient 

fraud. The methods used to facilitate recipients to report 

changes in their eligibility status vary among states. Some states 

have implemented formal procedures where reporting forms are sent 

to all recipients on a monthly basis. The recipients, in turn, 

must complete and return these forms as a requirement of continued 

AFDC benefits. Other states require recipients to complete and 

return the reporting form only in the event that a change. in status 

has occurred. In still other states formal mechanisms are absent 

and the burden is placed entirely upon the recipient to report any 

status changes in person to a local AFDC eligibility worker~40 

Where formal mechanisms are used to report changes in eligi

bility status, recipient failure to return these forms often 

raises the suspicion that something is wrong. Among a variety of 

administrative actions available (i.e.,. delaying or terminating the 

benefits), caseworkers may initiate a case review leading to a 

follow-up investigation. 

Ibid., pp. 107-109. 

6-14 

Inter-program coordination activities are another method by 

which AFDC recipient fraud may be detected. Typically, AFDC 

recipients are enrolled in a variety of public benefit and 

service programs. The staff of these other programs, hecause of 

their relationship to AFDC recipients, 'may be in a good position 

to detect factors which may raise suspicions about the legitimacy 

of the recipients' AFDC eligibility. To the extent that staff from 

these programs share information with AFDC staff, leads regarding 

potential fraud may be generated. 

The Child Support program, operational in every state, pro

vides a potentially valuable resource in the area of fraud detec

tion. 141 Child Support staff, particularly investigators involved 

in determining the status and location of absent rathers, are a 

logical source of information about the composition of an AFDC 

family. For instance, a child support investigation concerning a 

non-supportive, missing father may discover information that 

suggests that the father may, in fact, still be residing with the 

family and surreptitiously providing financial support. Similarly, 

other information collected during a child support investigation 

might contradict information given to an AFDC eligibility worker 

at application about family size, age of children and residence of 

an AFDC family. 

l4~bid., pp. 17-18. Title IV-D of the Social Security Act requires 
each state to establish a single agency with the task of finding 
absent parents and collecting child support payments from them. 
AFDC eligibil~ty requires recipients in need due to the non-support 
of a parent to partake of the Child Support program. A major 
component of the Child Support program is a computerized search of 
state and federal data files to locate missing parents. 
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Social workers, who often provide AFDC families with suppor

tive services, are also in a position to share info~ation with 

AFDC staff relevant to fraud detection activ±ties.
142 

In serving 

AFDC families in the homes, social workers may oQserye situations 

which are inconsistent with recipient~reported eligibility infor

mation and may indicate the potential of fraud. 

6.3.2 Detection-Specific Anti-Fraud Activities 

AFDC agencies appear to be moving toward more distinct fraud 

detect:lon activities which stand apart from routine c.<\se mainte-

nance. Three types of activities with this focus appear to be 

predominant in the AFDC program. These activities are: 

• welfare fraud hot lines 

• special detection alert, and 

• computer-matching and screening. 

Special telephone numbers (i.e., hot lines) have been set 

up in state and local welfare agencies as a means for detecting 

AFDC fraud. Upon setting up a "hot line," the special telephone 

number and its fraud detection purpose are publicized. This 

publicity encourages persons in the community to report on 

recipients suspected of defrauding the welfare program. Cases 

identified via the "hot line" are selectively reviewed by agencies 

142 Since 1974 and the passage of Title XX of the Social Se~urity Act, 
the delivery of social services in public w:lfare agenc1es has been 
separated from income maintenance responsib11ities (AFDC): See 
Irving Pe1evan and Alan E. Cross, "The Effects of Separat10n of 
Services and Income Maintenance on AFDC Recipients," Social Service 
Review, Vol. 51, (Sept. 1977), pp. 389-406. 

6-16 

f'" 
., ' 

I: ' 
i ~ 

I 
j 

'1 
1 
I 

t 

t1 
i 
; 
! 

II 
11 
I . / 
'I 

'1 
1 
j 
'I 

I 
I 
I 
1 

1 
I 

I 

I 

to determine whether complaints or leads offered by informers 

have any factual basis. Reportedly, complaints received in tlii~ 
143 manner are a rich source for detecting fraudulent cases. 

A second fraud-specific detection activity L~volyes the 

dissemination of information throughout a jurisdiction (psua11y 

a state or large urban area) regarding individuals who are 

suspected "either of having defrauded or shown intent of defraud-

ing the program. Investigative units rather than caseworkers 

usually perform this dissemination activity. A notable example 

is the California "Hopper Alert System." When AFDC recipients 

are discovered in attempts to establish eligibility in more than 

one jurisdiction concurrently (hoppers), the state fraud 

investigative unit, acting usually on a tip from a county welfare 

agency, gathers available information on the recipient and dis

tributes it as an alert (i.e., similar to a "wanted poster") to 

other welfare offices within the state .144 In this .fashion, county 

welfare staff: (1) can determine if the sa~e recipient is currently 

on their caseload; or (2) can be alert to detect attempts by the 
'.1 

"hopper" suspect to establish eligibility at their office. 

A third fraud-specific detection activity involves computer

aided, anti-fraud techniques that have been used with increasing 

frequency and popularity by both state and local welfare agencies • 

Host states indicate that,next to routine case maintenance activi

ties (those discussed in Section 6.3.1 above),computer-aided 

techniques are currently the most productive source for identifying 

143 ' 
vshel and Blandford, AFDC Fraud Control Mail Survey Data Book, 
(June 1977), p. 12. 

.144u.s. Department of Health, Education and Welfare, How They Do 
It - Fraud Control, California and New Yor~, (June 1975), p. 17. 
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cases which eventuate in full-fledged fraud investigations. 

These techniques assist in the detection of fraud oy systematically 

culling out active AFDC cases that need to be examined more closely 

for possible error or fraud. It should be clearly understood that 

these techniques, like the other activities previously described 

in this section, do not actually detect fraud. Rather, their 

purpose is to provide a quick means for examining a large number 

of cases and identifying a subpopulation with a high probability 

for fraud or error. 

Computer-aided matching is the predominant technique used to 

assist in the detection of fraud in the AFDC program. Virtually 

every state conducts some form of computer matching. The essence 

of this technique is that it cross-checks or matches information 

about recipients comprising an entire AFDC caseload with a similar 

or an independent data base containing comparable data elements. 

Differences among these matching activities concern the scope, 

source, and quality of the data bases used to conduct the matching, 

the basi~ on which information is matched, and the ~anagement 

support provided in terms of screening, prioritizing, and utilizing 

identified matches as an aid to fraud detection. The most common 

computer matching activities are directed toward detecting under

reported or unreported incomes. Among the data bases commonly 

used for this purpose are: 

e state employment agencies' wage data 

• Social Security Administration's Summary Earnings 
data and-benefit data (BENDEX) 

l45tommitt~e on Government Operations, Congressional Research Service 
Report, Administration of the AFDC Program, (April 1977), pp. 254-
255; and Oshel and Blandford, AFDC Fraud Control Mail Survey Book, 
(June 1977), p. 34. 
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• Unemployment Compensation Benefit data, and 

• payroll data from state and local governments. 

Other computer matching activities attempt to detect AFDC 

cases receiving benefit payments in more than one jurisdiction 

(intra or interstate) or receiving duplicate AFDC payment in the 

same jurisdiction. The type of data base used for this type of 

match is either another state's or jurisdiction's AFDC caseload 

for inter-jurisdictional multiple filing, or an AFDC caseload file 

cross-checked against itself in an intra-jurisdictional match. 

In addition to income and jurisdictional matching activities, 

there have been some isolated instances where computer-aided match

ings are performed on AFDC caseloads against motor vehicle records, 

state university enrollment records, and marriage and death 

certificates. 

Selective case action and selective case screening- represent 

another type of computer-aided fraud detection activity. Like 

computer matching, these techniques may be used to systematically 

extract AFDC cases from an AFDC caseload. Both these techniques 

are used to identify particular categories of AFDC cases believed 

more likely to contain error or fraud. 

Selective case action and selective case screening techniques 

differ from one another primarily in the method of case identi

fication. Selective case action typically involves the profiling 

of cases historically found to have been in error. This profiling 

entails some form Clf statistical analysis which attempts to estab

lish the relationship between caseload factors (i.e., father in 

home, presence of earned income, number of children, etc.) and the 

existiunce of error in a case. Based on the profile(s) developed, 
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cases may receive special consideration in a number of ways in

cluding being subject to intensive scrutiny for possible fraud. 

Despite this direct anti-fraud application, this technique appears 

to be most commonly used to address AFDC error rather than 
146 

fraud. 

Selective case screening also involves the selection of cases 

from an entire AFDC caseload. In contrast to selective case 

action techniques, case screening does not rely on statistical 

analysis or the profiling of cases. Rather, case screening picks 

out certain cases for review from the AFDC caseload on the basis 

of perceptions, intuition or special studies which suggest certain 

cases to be troublesome. For instance, a case screen m~ght involve 

an examination of all AFDC cases having an identical address or 

an examination of all cases having reported two or more stolen 

or lost checks. In short, almost any factor contained in an 

automated data base may be used as a basis for systematically 

selecting cases for examination. This technique is occasionally 

used by welfare agency staff and fraud investigators for initia

ting special anti-fraud crackdowns focusing on particular types 

of AFDC cases. 

Specific types of computer-aided techniques and the problems 

related to the conduct of these activities will be discussed in 

further detail in Chapters Seven and Eight below. 

1[.6 , Texas State Department of Public Welfare, The Automated Eligibility 
,Redetermination System/Error Prone Profile Project, (September 1976); 
and Oshel and Blandford, AFDC Fraud Control Mail Survey Book, 
(June 1977), p. 20. 
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6.4 Investigation of AFDC Fraud 

AFDC cases containing discrepancies of a fraudulent nature 

are typically referred to investigative units. These units deter

mine whether enough evidence exists to establish an intent to 

defraud the AFDC program, and whether cases exhibiting intent 

to defraud should be refer'':"ed to the district attorney for 

prosecution. 

The nature and extent of fraud investigation is affected by 

a number of gen.eral factors: 

• the organizational locus of fraud investigation 
units 

• the kinds of evidence needed to prove AFDC fraud 

• the law enforcement status and responsibilities of 
AFDC fraud investigators 

• the necessary training for fraud investigators, and 

• the process and decision rules relating to the 
referral of fraud cases for prosecution. 

There are two additional points with regard to AFDC fraud 

investigation that appear to have a particular impact on the 

use of computer-aided techniques: 

• the involvement of fraud investigative units with 
the design and/or use of computer-aided techniques, 
and 

• the management of investigative caseloads, especially 
cases identified via computer-aided techniques. 

These two points will be discussed in detail in Section 6.4.2 

below. 



1 
6.4.1 General Factors Redated to AFDC Fraud Investigation 

The organizational locus of fraud investigative units can be 

categorized into three groups. In some states, AFDC fraud investi

gation is tb,e responsibility of the local jurisdiction. Depending 

primarily on the size of the local jurisdiction, investigations 

may be conducted by: 

• an investigative unit within the welfare agency 

• a designated agency caseworker (s), and/or 

• investigative staff of a local police department or 
prosecutor's office. 

In other states, AFDC fraud investigation is the responsi

bility of a statewide investigative unit, either centralized 

or regionalized. Typical~y, state investigative units are a 

division or bureau of the state welfare agency. In other instances, 

the investigative function is located in a partially independent 

branch of the state welfare agency; for example, in the agency's 

Inspector General's office as in Michigan and New York, or in a 

totally independent agency such as the Bureau of Welfare Audit in 

Massachusetts and the State Auditor's Office in Florida. 

A third organizational category combines state and local 

involvement in fraud investigation. For instance, some states 

have state investigators assigned to large local jurisdictions, 

while small jurisdictions must perform their own investigations. 

Many states provide state assistance for certain types of investi

gations or particularly difficult cases such as those involving 

duplicat~ assistance AFDC payments in multiple states or between 
147 jurisdictions in a state. 

l47aeed, National Journal of Criminal Defense, Vol. 3, (Spring 1977), 
pp. 166-167. 

.6-22 

(~ 

r.···.! 

\' 
t 

1 
I 
I 
I 
'I 
1 
! 

·1 
.j 

'1 
j 

i 
i 
i 
i 
I 

" i 

1 
i 

1 
I 
.j 
j 
I 
I 
I 
! , 
I 

j 
I 
1 
I 

, 
I 

I 
\ 
\ 
'! 

Evidentiary requirements to prove the existence of fraud may 

differ somewhat for particular types of AFDC fraud. Typical 

evidential materials might include: 

• the AFDC application and any supporting docu~entation 

• cancelled welfare checks 

• payroll information 

• court records 

• rent receipts, and 

• notarized statements of witnesses and eligibility 
workers. 

Evidence to establish fraud in an AFDC case may b~ developed 

in many ways, including documen.t reviews, witness and recipient 

interviews, handwriting analysis, and the collection of other 

evidentiary material through c.ontacts with employers and public 

or private agencies. Subpoena powers of the AFDC investigative 

unit or of other law enforcement agencies are often used in the 
148 evidence gathering process. In carrying out their responsi-

bilities, AFDC fraud investigative units necessarily work closely 

with welfare agency caseworkers and prosecutors. Specific 

practices and procedures in this regard are known to vary exten-

sively both within and among states. However, coordination of 

1483ee for instance, Commonwealth of Virginia, Department of Welfare, 
Fraud Procedural Handbook, (August 1978), Chapter D. 
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investigative activities is often difficult. Conflicting philos

ophies and organizational goals among AFDC caseworkers, investi

gat.ors, and prosecutors (e.g., timely delivery of services versus 
149 

program integrity) may impede AFDC fraud investigation. 

Developing the evidence necessary to prove AFDC fraud 

generally requires traditional types of law enforce1ij.ent investi

gation. However, AFDC fraud investigation may differ in a 

number of ways across jurisdictions with respect to the authority 

and ability of an investigative unit in conducting evidence gather

ing functions. Units are known to differ in their authority to 

issue subpoenas, to access files, to confiscate property in pre

paring a case, and in the procedures followed to inform recipients 

that they are the subject of an investigation. There are dif

ferences in terms of authority to make arrests, the practice of 

informing suspects of their rights (i.e., Miranda warnings) and 

the status of AFDC fraud investigators as sworn law enforcement 
150 

officers. 

Effective investigation of AFDC fraud requires investigators 

to be well versed in both law enforcement practices and in the 

specific rules and regulations of the AFDC and associated benefit 

Schechter and Oshel, ~tions for Reducing Fraud in the AFDC Program, 
(March 1977), pp. 40-41; and Peterson, The Prosecutor, Vol. 12, No.3, 
(May-June 1977), pp. 176-177. Also see Ede1hertz, et. a1., The 
Investigation of White-Collar Crime - A Manual for Law Enfor~ent 
Agencies, (April 1977), Chapter II, for an excellent discussion of 
the issues inherent in the organizational locus of investigative 
units. 

150 Oshel and Blandford, AFDC Fraud Control Mail Survey Book, (June 1977), 
pp. 35-36. 
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programs .151. Because of this, investigative units are typically 

comprised of personnel with experience in law enforcement, 

social work and AFDC program operations. The mix of personnel 

in any unit appears to be somewhat idiosyncratic, often depend

ing on the investigative unit's scope of responsibility. For 

example, in some states,investigative personnel are responsible 

for all phases of. case preparation, including those case review 

activities previously described with regard to detection activities 

(see Section 6.3 above). In other states, investigative units 

rely more heavily on case workers as an investigative resource to 

identify and document case irregularities and to deal with recip

ients once fraud is suspected. 

Prosecution of AFDC cases can be seriously impaired if the 

investigative work has been conducted by personnel not well versed 

in law enforcement skills (knowing rules of evidence, interviewing 

witnesses, etc.) and in the rules, regulations and operation 

of the AFDC program. Consequently, most experts be1ieve,that 

specialized training for investigators is a critical component to 

improving the effectiveness of AFDC anti-fraud activities. 152 

Investigative units often have the responsibility of deciding 

whether or not to forward cases of suspected fraud to prosecutors. 

Referral of all AFDC fraud cases for prosecution is usually con

sidered to be unrealistic and unproductive. The vo1u1ij.e of cases 

Ibid., p. 36. 

152See for instance, Dick Risley, "Why be Concerned by Welfare Expansion," 
The Prosecutor, Vol. 12, No.3, (April-May 1977), pp. 173-177; and, 
Eugene M. Fife III, "Evaluating the Welfare Fraud Case: When to 
Prosecute," :he Prosecutor, Vol. 13, No.6, (July-August 1977), 
pp. 35-36. 
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in which fraud is suspected, the priorities assigned to such cases 

by local prosecutors, the nature of some cases with respect to 

hardship for family members, and the dollar amount involved are 

factors taken into consideration when referral decisions are 

made. 153 Based on MITRE's contacts in the states, it appears 

that most investigative units rely on infoI'.1l)al relationships with 

prosecutors and on previous practices with regard to these referral 

decisions. 

Investigative units also have administrative options for 

dealing with cases in which fraud is suspected. Typically, in

vestigative units alone, or in conjunction with the AFDC eligi

bility staff of welfare agencies, can initiate administrative 

actions to either recover or stop fraudulently obtained benefits. 

This can be done by removing a recipient from the caseload, by 

negotiating an agreement of restitution, or by adjusting a recip-

1 funds. 154 N ti 1 ient's assistance payment to recoup ost a ona 

statistics indicate that over half of all cases in which an in

vestigation supports the allegation of fraud are disposed in an 

administrative manner. States vary extensively in this regard, 

however. In 1977, some states reported that almost all cases 

of fraud were dealt with through a formal referral to prosecutors. 

Other states reportedly ~isposed of over 90 percent of all fraud 

153 Department of Health, Education and Welfare, Disposition of Public 
Assistance Cases Involving Questions of Fraud - Fiscal Year 1977, 
(October 1978), pp. 4-8. 

154Schechter and Oshel, Options for Reducing Fraud in the AFDC Program: 
(March 1977), pp. 22-25. This document also discusses the numerous 
problems associated with administrative redress with regard to AFDC 
fraud. 
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155 cases administratively. It should be noted that a finding of 

fraud (even if prosecuted) does not automatically disqualify 

recipients from continuing to receive benefits. That is, these 

recipients may still meet eligibility requirements. Additionally, 

state laws and local practices limit the actions agencies may take 

with regard to administrative options. For instance, some states 

have AFDC regulations governing the size and the conditions of 

grant reductions in cases where administrative actions are taken. 

Some states actually prohibit grant reduction as a means of 

recouping fraudulent AFDC overpayments. 

Finally, recipients notified of an adverse administrative act, 

such as a grant reduction or termination resulting from a fraud 

investigation, have (under federal regulations) the option to 

request a fair hearing.
156 ~uch a hearing is held to determine 

the appropriateness of the adverse action. The hearing is not 

directed toward determining whether fraud has oc~urred, although 

the evidence presented may be similar to that used to support 

prosecution or administrative actions involving fraud. During 

the fair hearing process, all administrative actions are held in 

abeyance. 

l55Department of Health, Education and Welfare, Disposition of Public 
Assistance Cases Involving 'Questions of Fraud - Fiscal Year 1977, 
(October 1978), p. 8. These figures should be viewed with caut.ion 
because of known inconsistencies between states with regard to defi·
nitions concerning responses to ~raud. 

156Foran analysis of the AFDC Fair Hearing process see, 
Committee on Government Operations, Congressional Research Service 
Report, Administration of the AFDC Program, (April 19J7}, PP. 164-201. 
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6.4.2 Investigation and Computer-Aided Techniques 

Two points are worth noting with respect to the investigation of 

AFDC fraud and the use of computer-aided techniques. The first is 

the extent to which investigative units are directly involved in the 

actual design and use of these techniques. Of the 19 states con

tacted by MITRE during its telephone survey and site visits, state

level fraud investigative units in four states indicated signifi

cant involvement in the design and operation of at least some 

computer-aided techniques. By comparison, in the remaining states 

these techniques were designed and operated by program management 

and the data processing staff. It appears that the closer the 

involvement between investigative staff and computer-aided tech

niques, the greater the tendency to perceive these techniques as 

an active component of the fraud detection process. Although the 

MITRE focus was on the use of techniques at the state level, state 

officials suggested that this relationship was also true for 

county-administered programs where counties have fraud investi

gation units and computer-techniques are designed and operated 

locally. 

In general, it was suggested that investigator involvement 

ensures better utilization of case data generated from computer

aided efforts. Such involvement is especially important with 

respect to screening and prioritizing cases identified by computer 

techniques; otherwise, local welfare agencies may ae reluctant to 

manually review these cases for possible ;i;17aud. \tlhen investigative 

units have significant responsibility tor co~puter-aided tecpniques, 

formal procedures for acting on computer selected cases and report

ing the results of case reviews are more likely. 
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Where computer-aided techniques are the province of program 

management units (administrative staff), their use for detecting 

fraud may not be maximized. Program management units may not 

have the same strong incentive to promote fraud detection using 

computer-generated information as investigative units. If this 

is the case, computer-matching and screening leads may not be 

used by case and eligibility workers, either in a timely fashion, 

or at all. Additionally, it appears that the extent to which these 

techniques contribute to fraud detection is less likely to be known 

when tn~ design and operation of computer-aided techniques is not 

closely coordinated with investigative units. Under these con

ditions, refinements to techniques which might enhance their 

utility to fraud detection may be more difficult to achieve. 

Intensive reviews of AFDC cases singled out by computer

aided techniques have a great potential in terms of producing more 

cases for formal investigation. l57 For the most part, however, 

investigative units appear to be excessively burdened already by 

caseloads generated by other fraud detection techniques. In 

fact, many officials suggested that increased use of computer 

techniques tends to exacerbate some of the problems investigative 

units are now facing with regard to the management of their AFDC 

fraud caseloads. Among these problems are: 

• 
• 

• 

coordinating investigations with local welfare staff 

managing and tracking case status an.d related evidence 

investigating cases in a timely manner to reduce the 
loss of additional fraudulent benefit payments, and 

enhancing the prosecutability of cases (i.e., time 
limitations, witness availability" etc.). 

l57Department of Health, Education and Welfare, Disposition of Public 
Assistance Cases Involving Questions of Fraud - Fiscal Year 1977, 
(October 1978), pp. 5-6. 
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With respect to these problems, AFDC fraud investigators frequently 

indicated that computer support for managing the investigative 

case10ad will be needed to effectively deal with the increases 

in suspected fraud cases generated by computer-aided detection 

techniques. 

6.5 Prosecution 

Prosecution of AFDC fraud entails determining the legal 

sufficiency of evidence provided by fraud investigators, eval

uating the merits of initiating formal legal proceedings, and 

disposing of cases through adjudication. With some exceptions 

(i.e., cases resulting from Project Match involving federal 

employees, and some large cases involving duplicate benefit. 

payments in multiple states), AFDC fraud is prosecuted under 

state law by local prosecutors. Prosecutors have the option of 

dealing with AFDC fraud as either a felony or misdemeanor. 

Additionally, they may prosecute under general (Le., thief, 

larceny) or specific welfare fraud statutes. Practices concerning 

prosecution of AFDC fraud are known to vary extensively, depending 

upon preferences and policies of local prosecutors. Prosecutors 

typically are not extensively involved in preparing AFDC cases. 

Rather, they depend, for the most part, on welfare fraud investi

gators to prepare cases and provide the necessary documentation 

and evidence for prosecution.1s 8 

ls8James Bopp, Jr., "Prosecution of Welfare Fraud," The Prosecutor, 
Vol. 13, No.2, (November-December 1977), pp .J} 119-120; and Eugene 
M. Fife, "Evaluating the Welfare Fraud Case--When to Prosecute," 
The Prosecutor, Vol. 13, No.6, (July-August 1978), pp. 415-417. 
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A common complaint of welfare agencies, and especially fraud 

investigators, is that AFDC fraud is not vigorously prosecuted~~59 
At the same time, mounting political and social pressures are 

being exerted to prosecute more AFDC cases involving .fraud. Con

sequently, welfare agencies and fraud investigators are respond-. 

ing, or are being asked to respond, to these pressures oy increas .... 

ing their fraud prevention, detection and investigation activities. 

The development and utilization of computer-aided techniques, 

especially detection-oriented techniques, represents a major 

initiative in response to these pressures. Inevitably, the use 

of computer-aided techniques, as well as any new or increased 

initiatives by welfare agencies to deal with fraud, should lead 

to a larger number of cases for prosecution. In turn, this 

increase is likely to fuel the demands that prosecutors pay 

greater attention to welfare fraud. Indeed, there are some 

indications that prosecutors are beginning to do this, since 

they have, either alone or in conjunction with grand juries, 

initiated fraud prosecution efforts somewhat independent of state 

or local welfare agencies. For instance, in Cook County, Illinois, 

the State's Attorney established a Welfare Fraud Task Force, as 

part of the Special Prosecutions Bureau,to investigate AFDC cases 

in which fraud was. suspected~60 Similarly, in Philadelphia., 

Pennsylvania,the U.S. Attorney's Office, acting on behalf of a 

159 Bopp, The Prosecutor, Vol. 13, No.2, (November-December 1977)~ 
p. 120. National-level data suggests that formal prosecution is 
initiated in approximately 22 percent of all cases in which 
investigators find facts sufficient to make an allegation of 
fraud. No figure is available regarding the results of these 
prosecu~ions. See Department of Health, Education ~nd Welfare 
Disposit,ions of Public Assistance Cases Involving Questions 'of' 
Fraud - Fiscal Year 1977, (October 1978), p. 9. 

160.. .' 
Vlilliam P. Pendergast and James G. Piper, "Welfare Fraud Prosecution: 
The Cook County, Illinois Experience," The Prosecutor, Vol. 13, 
No.6, (July-August 1978), p. 199. 
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special grand jury, ordered a computer-aided match of the city's 

AFDC caseload with a roster of all city employees. This action 

was taken in response to public allegations that numerous city 

employees were illegally receiving ,AFDC benefits .161 

The increased volume of AFDC fraud cases resulting immediately 

from growing anti-fraud initiatives, particularly computer-aided 

matching techniques, has underlined the significance of some of 

the difficulties confronting AFDC fraud prosecutions. One 

notable problem appears to be related to the absence of effective 

coordination among prosecutors, fraud investigators and welfare 

staff. As stated previously, prosecutors are extremely dependent 

upon investigators and welfare caseworkers in a number of ways. 

To effectively prosecute AFDC fraud, welfare staff must provide 

prosecutors with agency documents and relevant evidence in a 

timely fashion and in an appropriate form for adjudication. 

Prosecutors are also typically dependent on agency expertise con

cerning AFDC program rules and regulations as well as specifics 

r.egarding the amount of benefit payments in question. Caseworker 

testimony needs to be organized and coordinated, since many wel

fare fraud cases are decided upon the credibility of agency 
. 162 

Wl.tnesses. 

A shortage of prosecutors with a thorough understanding of 

welfare fraud is another problem confronting AFDC fraud prosecutions. 

Typical welfare fraud cases are considered to be complex (because 

of intricate and often changing rules and regulations) and difficult to 

prove. Further, the rapid turnover of prosecutors often inhibits the 

161 Telephone conversation with staff of the Pennsylvania Department 
of Welfare and Philadelphia's District Attorney's Office, 

162 

April 28, 1979. 

Fife, The Prosecutor, Vol. 13. No.6, (July-August 1978), p. 414; 
and Schechter and Oshel, Options for Reducing Fraud in the AFDC 
Program, (March 1977), pp. 41-48. 
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development and accumulation of the necessary expertise considered 

prerequisite to AFDC prosecution. 

A final difficulty associated with AFDC fraud prosecution has 

been the relative low priority typically given to cases of recip

ient fraud. Certainly the problems of coordination and of 

prosecutoria1 manpower and expertise have contributed to this 

difficulty. Additionally, welfare fraud cases are not often con

sidered as serious as other crimes and are frequently treated 

differently than other types of criminal fraud. 163 There appear 

to be a number of reasons for this position. One reason commonly 

suggested is the perception that welfare recipients should not be 

prosecuted because they are needy and because the fraud they commit 

(1. e., most AFDC fraud) is instigated by this need. Another re.ason 

suggested is that formal prosecution is often seen as a waste of 

time and resources, and therefore, less appropriate than adminis

trative redress. Judges are thought to be reluctant to impose 

jail sentences because of the deleterious impact on the children 

of AFDC mothers and the absence of other appropriate sentencing 

alternatives. Similarly, restitution, especially when large sums 

of money are involved, is difficult to achieve or enforce.
164 

As the pressures to deal with AYDC fraud mount, prosecutors 

will necessarily have to address the problems cited above. 

Coordination with welfare agency staff and fraud investigators 

must be increased. Prosecutorial expertise, likewise, may need 

e same t e, a greater consensus will have to be improved. At th 1m 

to be developed with respect to the seriousness of AFDC recipient 

16~opp, The Prosecutor, Vol. 13, No.6, (November-December 1977), p. 119. 

16'1: bid., and Schechter and Oshel, Options for Reducing Fraud in the 
AFDC Program, (March 1977), p. 5. 
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fraud in comparison to other offenses, the circumstances mandating 

that cases be prosecuted, and the type of criminal (or civil) 

sanctions which are appropriate. Resolution of these problems 

appears to be necessary in the long term in order to maintain 

the incentive of welfare agencies to improve the management of 

their case10ads with respect to fraud and abuse. Only then 

will it be possible to maximize the effective use of computer

aided techniques as a tool for dealing with fraud in the AFDC 

program. 
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7. COMPUTER-AIDED ANTI-FRAUD TECHNIQUES 

7.1 Overview and Summary 

Computer-aided techniques were briefly examined in 

Chapter Six in terms of the prevention, detection, investigation 

and prosecution of AFDC recipient fraud. This chapter is devoted 

to describing, in some detail, the major types of computer-aided 

techniques found to be utilized in the AFDC program. 

Computer-aided techniques currently used in the AFDC program 

may be grouped into two main categories. One category consists 

of computer-aided matching techniques that compare AFDC case-

loads with other independent data bases for the general purpose 

of identifying recipients (or applicants) who have i.ncorrect1y 

reported eligibility information. Selective case action and 

selective case screening activities comprise the second category 

of computer-aided techniques designed to examine an AFDC case-

load for specific factors likely to indicate error or fraud. The 

primary distinction between the two categories is the method used 

to identify cases for closer examination. Matching techniques 

involve the comparison of two or more data bases using an 

identifying element (i.e., SSN, name, date of birth or combina

tion) common to each data base. When a match is identified, it 

suggests the need to examine the case more closely for possible 

discrepancies between AFDC eligibility information provided by 

recipients and similar information about these recipients contained 

in other data bases. By contrast, selective case action and 

selective case screening techniques involve an internal examination 

of a single data base (Le., a jurisdiction's ARnC recipient data 

base).AFDC cases containing specific characteristics are 

systematically singled out for closer examination. Unlike cases 

identified via matching techniques where the focus is on a 
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particular eligibility factor (i.e., income), selective case action 

and case screening techniques typically pursue a comprehensive 

review of identified cases. 

Computer-aided matching techniques may be further classified 

according to the type of data base used in the comparison with 

AFDC case10ad data: 

• Wage Matches 
-employment security wage data 
-summary earnings wage data 
-payroll wage data 

• Jurisdictional Matches 
-intra-state 
-inter-state 

• Benefit Matches 
-unemployment compensation 
-Bendex 

Table 7-1 provides an overview of each of the matching techniques 

cited above. This table shows: (a) the data bases used; (b) the 

primary purpose of the match in terms of prevention or detection; 

(c) the key eligibility factors examined during the match; (d) the 

frequency of the match as it is typically conducted; and (e) states 

using matching techniques (among the group contacted by MITRE). 

When matching is performed on a case-by-case basis at appli

cation time (pre-payment), its orientation is primarily preventive. 

By contrast, detection is the prime objective when matching is 

conducted on a periodic basis (post-payment). Detection was 

the most prevalent objective in the states contacted by MITRE. 

Computer-aided matching techniques typically target the most 

common and easily detected types of AFDC fraud. Most are de

signed to identify cases where applicants/recipients have failed 

to properly report earned income, other benefits (e.g., food 
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TYPE OF TECHNIQUE 

WAGE MATCHES 

EMPLOY!IENT SECURITY ' 

SUMMARY EARNINGS 

PAYROLL 

JURISDICTIONAL;,MATClIES 

INTRA-STATE 

TABLE 7-1 

TYPES O,F COMPUTER-AIDED, 
ANTI-FRAUD TECHNIQUES 

DATA BASES USED PRIMARY PURPOSE PRIMARY FOCUS 

State QlUlTterly Wage Earning Detection/Prevention Identify Unreported Earned 
Reports & AFne Caseload Income. Fraud 

Sodal Security Adm. 
Summary Earnings Records & 
AFDe Caaeload 

Detection 

Federal/State/Local Gov't. Detection 
or Industry Payroll Wages & 
AFOe Caaeload 

Identify Unreported Earned 
Income Fraud 

Identify Unreported Earned 
Income Fraud 

AFDC Caselosds of Local ! Prevention/Detection Identify Duplicate Arne 
Jurisdictions within a State. I Assistance Fraud 

Quarterly 

Project Basis 

Project Basis 

Calif., Del. t Flo. 
Iowa, Md., NY., Ore. 
Ind •• Pa" Tenn., TK. 
Va. Wash. 

Mass., Mich., NJ., 
NY., Ohio, Pa •• Tx. 
Wash. 

Mass., Mich •• NY., 
Ohio, Pa., TK., 
Wash. 

i:!!~.~l~d: 1 I~~~h. 
NJ" Orc., Pa., Tenn. 

Routine at Application Tx" Va., Wash. 
or Project Basis 

INTER-STATE AFDC Caseloads of Two or ! Detection Identify Duplicate AFDC "Project Basis Calif .. , Ind .. Iowa 

r-________________________ i-Mo_r_e_S_t_._t_es __________ • ___ !:+-______________ -4_A_S_S_is_t_._n_ce __ F_r_.u_d ____________ ,-l __________________ ~:~~7:~'~~~~i~~M7'·~~~~~~:~~~~=~h~.:~W"it 
BENEFIT HATCHES 

UNEMPLOYMENT COMPENSATION 

BENOEX 

OTHER MATCHES 

MISCELLANEOUS 

SELECTIVE CASE ACTION 

SELECTIVE CASE SCREENS 

~I Del., Ind .. Ky., Ma. IL Md. ,Mass. , NJ., NY. 
~:::~!~y:~~f ~:~~~S~!!:~~1fd Detection/Prevention ~:~:~!f~r~~~eported Bene' '~quarterly ~:~o. Ore., Pa., Tenn 

Retirement I Survivors Dnd 1/ Detection 
Disability Insurance I 

Benefits & AFDC C.selo.d II 
Varied (State Income T8'~. 
Motor Vehicle, School At- DateeUon 
tendance, and Other Bene-
fit Program Records) & 
ArnC Caseload 

AFDC Caseload & Error Dett!ction 
Prone Pro f l1e 

AFDO Cnseload & Selective Detection 
Factors 

Verification of Reported Benefit 
Income 

Ident'ify Unreportetl Incol,.e, 
BenefitR, ASBets I and Family 
StatuR Fraud 

Identify Error Prone CasiI!s 
for PriorTtIiTng Redetermina-
tiona and other Specialized 
Case Actions 

IdentJ.fy Groups of Cases 
cfor Special Examination 
for Po~siblc Fraud 

Monthly 

Project Basis 

Routine 

Project 'Dnsis 

All States 

'Ky., NJ., NY .• Ore., 
Tx. 

Tx. 

Ca .• Del., Fla., Ky., 
Md., Mich •• NJ .• NY 
Ol;'c. , Tx •• \~ash. 

*Ooes not include participation in Project Hatch 'I 
.i 
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stamps, unemployment benefits. social security benefits), or 

assets (e.g .• motor vehicles). Other frequently used matching 

techniques concentrate on identifying cases which involve dupli-

cate assistance. 

Computer-aided matching techniques are employed with different 

degrees of frequency. A few are routinely used for all appli

cants. Other matching programs are conducted routinely and 

periodically. Still other matching efforts are performed on an 

ad hoc or project basis. 

Table 7-1 also summarizes the key characteristics of selective 

case action and case screening techniques. The selective case 

action technique is predicated on developing an empirically-based 

profile of error-prone cases and systematically applying this 

profile to an AFDC data base. Cases fitting the error-prone 

profile(s) are singled out by the computer to receive some form 

of special attention by the welfare agencies. By contrast, 

screening activities involve the identification of AFDC cases 

possessing a particular characteristic(s) thought to be related 

to error or fraud. The selection of characteristics for screen

ing is typically based on the intuition of experienced case

workers or investigators. As shown in Table 7-1, selective case 

action techniques are generally used to assist in the detection 

of error, while selective case screening techniques are more 

commonly employed as a method to detect fraud. 

The intended use of various computer-aided techniques in 

a given state is influenced by the organizational locus for 

planning. operating and monitoring computer-aided ;,\ anti-fraud 

techniques. In five of the 19 states contacted by MITRE, 

computer matching and selective case action/screening are the 
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responsibility of the Ol'ganizationa1 unit charged with conducting 

f d · i' 165 I h h rau 1nvest gat10ns. n t ese states, t e computer techniques 

appear to be used primarily to detect fraud--a natural outgrowth 

of the unit's mission. In the other 14 states, sections of the 

welfare agency other than the investigative unit are assigned 

165 

166 

the task of applying computer-aided techniques. In some of these 

states, the techniques are more apt to be seen as a way to provide 

caseworkers with supplemental information so that they can monitor 

the accuracy of their case10ad. As a result, the investigative 

unit, if there is one, has not been vested with the responsibility 

to use information generated from computer techniques to initiate 

fraud investigations. In these situations, caseworkers have 

little incentive to use computer-generated data to actively pursue 

suspected cases of fraud. Thus~ although the techniques are 

essentially the same, there appear to be some major differences 

among the states in terms of how the techniques are perceived, and 

it is reasonable to believe that these perceptions affect the 

nature and extent to which computer-aided techniques are used as 

a method to detect fraud. 

The sections below provide more detailed description of the 

various techniques. 

7.2 Computer-Aided Matching Techniques 

7.2.1 Employment Security Wage Matching 

Employment Security wage matching (hereafter ES Matching) is 

the most prevalent technique used by state (and local) welfare 

agencies to assist in the detection of AFDC fraud. A recent sur

vey by the Office of Family Assistance indicated that 33 states 

. h' h i 166 lid h 13 f are uS1ng t 1S tec n que. t s not unexpecte t at 0 

California, Florida, Michigan, New Jersey, and Washington State 

Trainor and Lentz, A Report on the Use of Income Data in the Admin-
istration of the AFDC Program, (July 1978), Attachment 2. 
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the 19 states contacted by MITRE reported using ES Matching. 

This is a post-AFDC payment matching operation comparing recip

ients of an AFDC caseload against the wage files maintained by 

a state Employment Security agency (i.e., the single agency that 

administers a state's Unemployment Insurance program).167 ES 

Matching helps identify AFDC r.ecip~ents underreporting or failing 

to report income. l68 In essence, ES Matching provides an inde

pendent means for. verifying information provided by recipients 

about earned income so as to ensure the correctness of AFDC 

benefit payments. ES Mi.!tching may also lead to the discovery 

of earned income which recipients have failed to report. It 

is typically performed at the state level on a quarterly basis. 

There are five basic steps in conducting an ES match: l69 

• wage information concerning individuals is obtained 
periodically from a state Employment Security Agency 

• a master list of AFDC cases that were open in the same 
period as the wage reporting period is constructed 
from state (or county) welfare files 

• the wage information and the AF1])C caseload listing 
are matched on the basis of a common identifier(s) 

l67That is, the match is designed to deal with individuals after they 
become AFDC recipients. A few states, because of direct on-line 
computer access to ES wage data, conduct this technique on a case
by-case basis 'prior to the determination of eligibility. These 
states also conduct ES Matching on a quarterly post-payment basis. 

l68U. S• Department of Health, Education and Welfare, Social Rehabil
itation Service, Office of State Systems Operations, IDEX-Iriter
jurisdictional Data Exchange Systems, SRS-76-06009, (~), pp. 3-6. 
Hereafter cited as IDEX. 

l69Ibid ., and U.S. Department of Health, Education, and Welfare, How 
They Do It - Fraud Control, California and New York, (June 197~ 
Both documents provide computer software instructions for conducting 
this and other matching techniques. 

7-6 

• case identification and supporting data are generated 
when there is a match between the AFDC and wage records 
information, and 

• match reports are forwarded to local welfare agencies 
to initiate case reviews and to institute appropriate 
actions. 

ES Matching can only be conducted when a state maintains a 

central wage data base as part of its unemployment compensation 

program. Forty states require employers to submit quarterly 

earnings data on all their employees to a state agency which 

1 1 d d i . 1 . b f· 170 ca cu ates an a m n1sters unemp oyment compensat10n ene 1tS. 

Some categories of employees, however, do not have their wages 

reported because they are not covered by state or federal laws; 

these include: 

• agricultural workers 

• domestics 

• unpaid family workers 

• employees of selected non-profit organizations 

• federal, state and local government employees 

• military personnel 

• the self-employed, and 

• employees of firms under a certain size which are excluded 
under state law. 

Despite these exceptions, national statistics indicate that 67 

percent of the U.S. work force is covered under state unemployment 

l70 1n the other 10 states, employers are required to submit employee 
earnings data only at the time when an ex-employee files for unemploy
ment benefits. 
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compensation programs and a large proportion of this work force re-
171 

sides in states requiring quarterly wage data to be collected. 

W&ge files maintained by state Employment Security agencies 

are similar in many respects: 

• they are updated quarterly 

• they contain historical wage data for a number of 
quarters (usually four to six) listed by both the 
employee and employer, and 

• there is a time lag (from one to two quarters) re~uired 
to post all quarterly earnings to the wage file.

l 
2 

Data contained in the ES wage files about individual wage earners 

typically include: 

• Social Security number 

• name (of ten truncated to a limited number of characters) , 
• employer's state account numbers, and 

• gross earned income for a series of reporting 
quarters. 

The wage data files described above must be made available 

to a state welfare agency as a first step in conducting ES 

Matching. State welfare agencies are provided access to this 

data by state statutes or by an agreement, formal or informal, 

between state agencies. 

l71U.S. Departme~t of Health, Education and Welfare, IDEX, (1976). 
pp. 14-16. 

l72Ibid . See"also'New York State Department of Social'Services, CINTRAK/ 
Wage Reporting Systems, Administrative Directive 79 ADM-I, (January 
1979); and State of California, Health and Welfare Agency, Department 
of Benefit Payments, Earnings Clearance System (ECS) Training Module, 
Internal Publication, (February 1977). \. 

\\ 
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Development of an AFDC recipient listing to match against 

the wage file is the second step of ES Matching. This may be 

the entire state-level data base containing information on AFDC 

recipients or a condensed version of that data base. These 

recipient data bases vary among states in terms of the complete

ness and the scope of the information they conta1n regarding 

AFDC recipients. Many states have some type of AFDC recipient 

or benefit information system that can be employed to create 

a listing of recipients. A few states must rely on periodic 

listings of recipients provided by local agencies. In at least 

one state, a state-level Medicaid eligibility history file is 

used to develop the AFDC recipient file to be employed in the ES 

match.173 An AFDC recipient listing might include: 

• all AFDC recipients (including children) maintained 
on a case 

• . only AFDC recipients who are categorized as heads of 
household, and 

• AFDC heads of household and other recipients over 
a particular age. 

)j 
(( 

Additionally, the AFDC listing may include only recipients 

with a recorded SSN or cases with an SSN validated by the Social 

S . t Ad .. . 174 Th l' f ecur1 y m1n1strat10n. e 1sting 0 cases to be matched 

may also be restricted to recipients from certain jurisdictions 

in a state or to cases due for eligibility redetermination. 

State of CaliflOrnia, Earnings Clearance System (ECS) Training Module, 
(February 1977), p. 2. 

174 A b f t t d' S h' II num er 0 s a es con uct1ng E Matc 1ng have incorporated automated 
processing steps to s~stematically identify e~roneous or missing SSNs 
as a function of developing an AFDC listing for matching purposes, 
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The AFDC recipient listing in many states is edited to 

include only recipients known to be eligible and receiving 

benefits during the most recent quarters for which wage data 

are contained in the ES wage files. ,This increases the probabil

ity (although it does not ensure it) that recipients who are 

identified by a match were at least earning income and collecting 

AFDC benefits during the same time period. If the eligibility 

period of recipients is not specified on the automated data 

base, matching results will require careful manual examination 

to determine whether recipients were receiving AFDC benefits and 

income concurrently.175 Figure 7-1 depicts the timing of ES 

Matching as it is typically employed in the states. As shown 

in this Figure, the matching process occurs approximately 

4 months after the submission of employee wage information by 

employers. 

The matching operation is usually conducted either by the 

welfare agency or by the Employment Security agency of the 

state, depending upon the specific arrangements in a state and 

their computer capabilities. The limited number of personal 

identifiers contained in ES wage files usually restricts the 

matching operation to a simple comparison on the basis of Social 

Security Number (SSN). When the same SSN is containedl.n both 

files, a "raw match" is identified by the computer. If individ

ual identification data ion both files permit, matching may be 

conducted on the basis of additional criteria--usually a combi

nation of name, birth dat~, or sex. 176 

l75 Some states only maintain a recipient listing of the active AFDC 
caseload for the current month. Historical information about periods 
of eligibility for recipients in these states can only be determined 
by examining the case records maintained by local welfare offices. 

l76tl~S. Department of Health, Education and Welfare, IDEX. (1976), p. 19. 
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Process Quarter 
(Wages Earned by 
Eligible'AFDC 
Recipients) 

j 
Jan. Feb. Mar. 

ES Wage Reporting 
Quarter 

Apr. May Jun 

ES Wage for the Process Quarter is 
Matched against AFDC Recipient 
List and Match Reports are 
generated 

j 
Jul. Aug. Sep. Oct. Nov. Dec. 

Source: Adapted from New York State, Department of Social Services Administrative 
Directive 79 ADM-I, CINTRAK/Hage Reporting System, (Janua~y 1979). 

FIGURE 7-1 
TIMING OF A TYPICAL AFDC ES MATCH 
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When a "raw match" occurs, available information about the 

matched individual contained in the AFDC and wage files is ex

tracted and match reports are prepared. The information about 

"matched" AFDC recipients provided in these reports may differ 

from jurisdiction to jurisdiction, depending on the informati0ll 

contained in their automated data bases. States with relatively 

comprehensive AFDC data bases are able to provide more information 

about AFDC recipients identified by a match, e.g., eligibility 

status, the amount of earned income rep0rted to the welfare agency 

by recipients and name of previous or current employers. States 

with more limited data bases may only provide the name and AFDC 

case number of a matched recipient. 

Figures 7-2 and 7-3 show some sample forms generated by various. 

ES Matching techniques. Both of these forms contain employer

related information required to address the problem of red:pient 

fraud with respect to unreported income. Additionally, the match 

report in Figure 7-3 has two features worth noting. First, 

the report indicates a matched recipient's AFDC eligibility status 

for the months that income was reported to the Employment Security 

agency. Second, this report offers an income cutoff feature, 

i.e., local welfare agencies would receive match reports only 

when earned income exceeds a certain amount. The income cutoff 

level is usually dictated by local welfare office policy not to 

examine matches involving relatively small amounts of earned 

income. Overpayment due to small amounts of unreported earned 

income may not justify the cost of verifying, adjusting and 
177 

collecting the overpaid amount. 

State of California, Health and Welfare Agency, Department of 
Benefit Payments, Earnings Clearance System Review, Proiect#75-6, 
(September 1976), p. 3. 
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RESOURCE REPORT " I, 

Issued 1/15/79 

CLIENT IDENTIFICATION 

Client Name Category Case Number Suffix Case Control District Code 
Code Code JANE M. DOE ADC 1234567 M16 64 01 

Social Security Number Date of Birth Sex Last Cintrak Update Match Criteria 
987-65-4321 03/08/47 F 12/25/78 SSN + SURNAME 

RESOURCE INFORHATION 

THIS INFORMATION WAS REPORTED BY EHPLOYERS 

EMPLOYEE 
JUL-SEPT 1978 EMPLOYER --~ GROSS WAGES NAME AND ADDRESS 

JANE DOE $ 1,250 ABC SUPEIDIARKETS 
123 DEKALB AVENUE 
ALBANY, NY 12201 

JANE DOE $ 345 AL & HARY' S MARKET 
\i 

238 CELESTIAL WAY 
LATHAM, NY 12450 

Source: Adapted from New York State, Depat'tment of Social Services, 
CIN'fRAK/lvage ReEorting System, 79-ADl1-1, (January 1979). 

FIGURE 7-2 
SAMPLE REPORT GENERATED FROM ES MATCHING TECHNIQUE 

, 
" 
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PROCESS QUARTER October - December 1976 

COUNTY OF Santa Cruz 

1. CASE IDENTIFICATION 2. RECIPIENT NAME 3. DATE OF BIRTH 4. SEX 5. sis ACCOUNT N016. CO.USE CO. I AID I CASE NO. I FBU I PER. MO. I DAY I YR. 
I I I I I I 

454-96-0172 I ENID 
44 I 35 I 068591 I 0 I 02 John Doe 11 I 27 ! 44 M I I I I 

7. WELFARE ELIGIBILITY 8. 9. 
MO.l 

I 
MO.2 

I MO.3 
I I 

COUNTY MINIMUM $1 October-December $450.00 I I 
Yes I Yes I Yes I I 

~" , 

10. EMPLOYER' 

NAME AND ADDRESS EDD ACCT. NO. EMPLOYEE NAME AMOUNT 

General Electronics 413901 John Doe $450.00 
916 The Alameda 
Santa Cruz, CA 

11. PRIOR QUA.~TERS EARNINGS 

FIRST PRIOR July-September 1976 0 THIRD PRIOR January-March 1976 o 
SECOND PRIOR April-June 1976 o FOURTH PRIOR October-December 1975 

Source: State of California, Earnings Clearance System Training M(~Ule
Aid to Families with Dependent Children, (February 1977)~\-. -

FIGURE 7-3 
SAMPLE REPORT GENERATED FROM ES MATCHING TECHNIQUE 

$950 
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An ES match report merely indicates the possible misreport

ing of earned income by an AFDC recipient: a "raw" match can

not be equated with misreporting of income, and certainly does 

not denote fraud. The computer-generated "raw" matches must be 

manually verified by welfare staff and/or fraud investigative 

personnel. As shown in Figure 7-4, there are six basic steps 

involved in this manual verification. It is important to note 

that these steps are essentially the same for all wage matching 

techniques involving the identification of unreported wages or 

benefits. These steps are described here because ES Matches 

constitute the most prevalent and comprehensively documented 

computer matching technique. 

The first step in the manual processing of·ES Match reports 

is the distribution of the reports to local welfare agencies. 

State welfare agencies typically sort raw match reports according 

to the local welfare agency serving the recipient(s) identified 

in the match. In some cases, matched reports are prioritized 

by state officials before distribution, usually on the basis of 

the amount of earned income indicated by the ES file. Prior to 

distributing matched reports to local welfare agencies. some 

states place this information in a central file for subsequent 

monitoring of actions taken at the local level. Other states 

merely distribute the reports as a management service for local 

agencies and do not maintain a central file. 
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STEP 1 

STEP 2 

STEP 3 

STEP 4 

STEP 5 

STEP 6 

MATCH REPORTS PROVIDED TO LOCAL WELFARE AGENCY 

ADDITIONAL PROCESSING AND SCREENING OF MATCHES 
CONDUCTED BY LOCAL AGENCY 

IDENTIFICATION OF MATCHED RECIPIENT VAI.IDATED 
BY COMPARISON WITH CASE FILE 

'oJAGE DATA FROM ES FILE COMPARED TO T.JAGE 
AMOUNTS REPORTED BY CLIENT 

DISCREPANCIES IN INCmm IDENTIFIED IN STEP 4 
VERIFIED BY COLLATERAL CONTACTS HITH RECIPIENT 
AND E.~PLOYER 

FRAUD REFERRAL OR OTHER CASE ACTION DECIDED 

FIGURE 7-4 
STEPS FOR MANUALLY PR:OCESSING ES MATCH REPORT 
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In the second step, local welfare agency staff screen 

the raw matches prior to performing an in-depth manual review 

of the case records. Some local welfare agencies may use EDP 

capabilities to assist case screeni~g,especially the larger 

agencies with advanced automated information systems. For 

instance, after receiving raw match reports, local welfare 

agencies may supplement this information with data from their own 

AFDC data base. This is useful since the information extracted 

from the local data base (usually data about eligibility periods 

and reported income) may allow welfare staff to eliminate some 

matches without conducting a manual check of a case record. For 

example, automated comparisons of raw match reports with local 

AFDC recipient files may show that the recipient either reported 

the earned income indicated by the match, or did not receive 

AFDC benefits at the time he had earned income. Additionally, 

some local agencies use their automated capabilities to prioritize 

raw matches and to assign cases to specific workers for manual 

review. 

The third step involved in the ES Match process is the valida

tion of recipient identification data contained in the raw match 

report through comparison with the data recorded in the manual case 

record. It is possible that recipients singled out by an ES Match 

may be incorrectly identified because of data processing mistakes 
. ( ) 178 or erroneously reported or recorded . SSNs .• · Where obvious 

mistakes such as these are evident, cases may be eliminated 

from any further review. When inconsistencies related to identi

fication are not so apparent, an investigation may have to be 

initiated to establish that the person identified by a match is 

the same individual described in the manual AFDC case fi1e.179 

178 Ibid., pp. 31-33. 

179Ibid • 
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A detailed month-by-month examination of a matched recip

ient's eligibility information in the AFDC case file is the 

fourth step in processing an ES Match, because an individual may 

have earned income during a period when he/she was not an AFDC 

recipient. This examination is conducted to establish: 

• whether the matched recipient received AFDC benefits 
and earned income during the same period 

• whether a discrepancy exists between the amount of 
income reported by a matched recipient to the welfare 
agency and the amount of earned income indicated by 
the match report, arid 

• whether discrepancies in income appear to be the 
result of agency or client error. 

The case record of a matched recipient is examined to compare the 

earned income reported by the recipient to the local welfare agency 

with the quarterly wage data indicated by the ES Match and to iden

tify discrepancies between the two information sources. 

The income comparison must also take into consideration 

differences in the methods used to report income to state Employ

ment Security agencies and to welfare agencies. For instance, 

employers usually report income to an Employment Security agency 

based on the date the income was earned, while recipients 

typically report income to a welfare agency according to the 

date the income was received. For instance, in California: 

Recipients report income to the county welfare department 
on a monthly basis by date received. Employers report 
quarterly to EDD, usually by dates the wages were earned. 
A check received by a recipient January 2 and reported on 
the January WR 7 to the county welfare department may be 
considered December earnings by the employer and reported 
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to EDD in the fourth quarter. Without looking at the 
January and September WR 7s, the eligibility worker may 
act on a false discrepancy in this case. 180 

The AFDC case records must also be reviewed to determine if appar

"ent income discrepancies were the result of administrative errors 

by the welfare agency. It is possible that an apparent dis-

crepancy in income may be the,result of an AFDC caseworker fail-

ing to correctly record income information reported by the 

recipient. 

The fifth step in the manual processing of an ES Match 

entails the verification of income discrepancies identified 

during Step 4. Both the recipients and their employer(s),as 

identified by the match report and the AFDC case record,are con

tacted. Employers are asked to verify that the recipient identi

fied by the match was employed during the period indicated. This 

verification is also necessary to obtain a more detailed account 

of income earned by the recipient so that the welfare agency can 

properly document discrepancies and accurately calculate the 

amount of AFDC benefit overpayments that resulted from such dis

crepancies. After the employer has verified the earned income 

information, the welfare agency may confront the recipient, either 

by mail or in person, to discuss the income discrepancy. State 

and local practices dictate the how. who, and when of this con

frontation. For example, in some states where caseworkers are 

primarily involved with processing ES Match reports, a referral 

to a formal investigative unit may be required prior to con

tacting any recipients about verified match results. In other 

states, caseworkers are encouraged to confront recipients with 

180Ibid ., p. 9. "EDD" is the state Employment Security Agency and "WR-7" 
is the form used by AFDC recipients to report earnings to local 
welfare agencies. 
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verified match results as early as possible in an attempt to 

facilitate voluntary grant adjustments, restitution, or case 

terminations. 181 

1n the final step, a decision is made concerning the initia

tion of a formal investigation of the recipient for AFDC fraud. 

Although this decision is often considered part of the matching 

process, it is an independent decision made only after the 

manual AFDC case record has been examined by welfare agency staff. 

The factors entering into this decision are the same factors as 

those considered in any other case of AFDC fraud detected by 

other means such as hopper alert, hot-lines, or caseworker 

ref""rrals. 

Few states apparently require the results of ES Matches to 

be systematically compiled on a state-wide basis. 182 Consequently, 

in most states statistics regarding AFDC fraud (or error) do not 

distinguish between ES Match-initiated case actions and fraud 

investigations from other means of detection. There are some 

exceptions, however. An ES Matching system recently implemented 

in New York State has an automated status reporting component. 

This component requires that all case actions and fraud referrals 

resulting from an ES Match be reported to the state welfare 

agency unit charged with conducting the matching operation. The 

results are reported on a standard form (shown in Figilre 7-5). 

l8lSee State of New York, CENTRAK/Wage Reporting System, (January 1979), 
Attachment V through IX for examples of forms for handling contacts 
with recipients and employers. 

l82Trainor and Lentz, A Report on the Use of Income Data in the 
Administration of the AFDC P;J;"ogram, (july, 1978), pp'. 30-33. 
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INSTRUCTIONS 

CONTACT: PROGRAM OPERATIONS BUREAU 

REF: 79 ADM-l 

PROCEDURE: 

1. REVIEI, CASE RECORD. 

2. IF NO ACTION REQUIRED, COMPLETE 
SECTION A, AND GO TO STEP 5. 

3. IF ACTION REQUIRED, CONTACT CLIENT 
AND, IF NECESSARY, CLIENT'S EMPLOYER. 
COMPLETE SECTION D REGARDLESS OF 
PENDING FAIR HEARING AND GO TO 
STEP 4. \ 

4. IF OTHER ACTIONS ARE KNOlVN TO 
HAVE BEEN TAKEN, COMPLETE 
SECTION C AND GO TO STEP 5. 

5. COPY ALL RESPONSES FROM LEFT 
SIDE TO RIGHT SIDE, SIGN AND 
SEND TO ADDRESS AT TOP. 

LOCAL DISTRICT RESPONSE 
(Welfare Agency) 

A. NO ACTION TAKEN (check one reason) 

1. Case closed prior to review I Month lyearl 
-- (check and enter date closed). ''--_--L_-'I 

__ 2. Income or resource prior to case 
opening. 

__ 3. Individual not a case member. 

__ 4. Client and resource individual 
not the same person. 

__ 5. Current budget is correct. 

B. BUDGET ACTION TAKEN 

1. Check action taken as a result of revie\~ 
and complete item B-2. 

a. Case closed-Client failed to 
report. 

b. Case closed-Categorically or 
financially ineligible 

c. Case rebudgeted. 

2. Enter IPrevious /ReVised I 
monthly grant. Ia...S_-,....L..:i:.. $--..L..----I 

3. If recoupment initiated,l ~otal to be Recouped 
enter total amoun~ 

C. ADDITIONAL ACTION TAKEN (Check if knOlm) 

1. Case referred for investigation of 
possible fraud. 

2. Third party health insurance identified. 

Signature of Preparer 
X 

IDate 

Source: Adapted from New York State, Department of Social Services 
CINTRAK/Wage Reporting System, 79-ADH-l, (January 1979), A~tachment 1. 

FIGURE7·5 
FORM USED TO REPORT THE RESULTS OF ES MATCHES 

FOR NEW YORK STATE 
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State personnel that routinely employ the ES Matching technique 

claim that it is effective and cost beneficia1.
183 

Unfortunately, 

actual statistics on the costs and effectiveness of ES Matching 

efforts appear to be very limited. An assessment" of the ES Match 

(or any other matching technique) might require information such as: 

• the number of "raw" matches (sometimes referred to 
as "hits") 

• the number of matches verified to be valid after 
case review by local welfare staff 

• the number of matches in which income discrepancies 
were found 

• the number of matches leading to administrative case 
~cticns such as grant adjustments, restitution or 
case terminations 

• the number of matches leading to the referral of 
cases for investigation and/or prosecution for fraud, 

• the costs of conducting the matching operation in
cluding the costs of both data processing and the 
manual activities necessary to use the information 
at the local level 

• the amount of overpayment assessed 

• the cost of recovering overpayment, and 

• the actual amount recovered. 

Some limited information about the cost and effectiveness of ES 

Matching is available. One state claimed that ES Matching 

conducted during a one year period saved 1.7 million dollars. 

ES Matches in this state resulted in the termination of 711 

cases and the reduction of AFDC benefit payments.in 477 cases. 

183Ibid ., p. 36. 
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The head of the fraud investigation unit in this state estimated 

that ES Matching identified approximately 10 percent of all 

cases in the state referred for fraud investigation. Of the 

cases initially identified by the ES Matching technique, 2,432 

cases were referred to prosecutors.184 Another state, reporting 

the results of one year of ES Matching, indicated that a cost 

savings of 4 million dollars was achieved via administrative 

t · 185 I ac 1ons. n a third state, MITRE learned that leads ini-

tiated by ES Matching over a five-year period resulted in a 

cost savings of 8 million dollars and the referral of 8,000 

cases of suspected fraud to prosecutors. 

Other data concerning ES Matching focus on the accuracy 

of the technique, that is, the percent of cases identified by 

the ES Match that actually contain an income discrepancy when 

verified via a manual case review. In this regard, one state 

reported that only 2 percent of the 16,000 "raw" matches led 

to the discovery of income discrepancies.186 In another state, 

however, an internal audit of ES Matching revealed income dis

crepancies in approximately 40 percent of the "raw" hits. Com

parisons between states are not very meaningful because of the 

differences previously discussed concerning the processing of 

ES Match information. 

Despite the lack of comprehensive and comparable data about 

the effectiveness and costs of ES Matching, this techn~que is 

unquestionably viewed as the most important computer-aided, anti

fraud technique by those states that use it. Officials in many 

184 Ibid ., p. 32. 

185 Ibid ., pp. 32-33. 

186 
Department of Health, EdUcation and Welfare, How They Do It - Wage 
Clearance Systems: Co1drado and Oklahoma, (1975), p. 12. 
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states believe that ES Matching plays a crucial role in deterring 

AFDC recipients from misreporting earned income. In the abRence 

of solid empirical data concerning the role of ES Matching in the 

detection of fraud, perceptions about its deterrent effects are 

commonly used to fill the evidence vacuum and justify the cost of 

conducting ES Matching. 

7.2.2 Summary Earnings Record Matching 

A number of states have conducted matches between their AFDC 

caseloads and the wage information contained in the Social Security 

Administration's (SSA) Summary Earnings Records (hereafter SER 

Matching). Unlike ES Hatching, which in most states is conducted 

on a quarterly basis, for the most part SER Matching has been a 

one-time effort. According to HEW's Office of Family Assistance, 

9 states have used this type of matching. 187 As shown in Table 7-1 

above, five of the nineteen states contacted by MITRE are using 

this technique. 

The logic underlying the SER Matching technique is the same 

as that underlying ES Matching: to uncover underreported or 

unreported income received by AFDC recipients. The major differ

ence is that ES Matching utilizes centralized wage information 

maintained by the states, while SER Matching compares AFDC 

recipient caseloads with wage data maintained by the Social Security 

Administration. 

SER Matching was first attempted unsuccessfully by New York 

State around 1974. New York and other states wer~ unable 

Trainor and Lentz, A Report on the Use of Income Data in the 
Administration of the AFDC Program, (July 1978), p. 41. HEW has 
report~d that 13 states are currently considering the use of SER 
Matching. 
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to gain permission tCI compare their AFDC records with the Social 

Security Administration's SER wage files until 1976~88 Dif

ficulty in obtaining, these records was due to privacy consider

ations. Subsequent;Ly, access to SER wage files was granted and 

is now ensured by federal legislation (P.L. 95-216) which requires 

states to request SSA wage data to conduct matching (See Section 

8.4, below). 

There are two major reasons why states perform SER Matching. 

Perhaps most important is that a number of large states do not 

maintain centralized wage records themselves in connection with 

the state Unemployment Compensation program. Employment Security 

agencies in these states (known as wage requesting states) only 

request wage data from employers when an individual applies for 

unemployment compensation benefits. Thus, in order to conduct 

an income match~ these states must seek wag'e'data elsewhere-

namely, from the SSA. A second reason is that SSA's SER records 

are more comprehensive than state Employment Security wage data 

in accounting for the number of employers. 

Figure 7-6 shows the basic steps involved in performing SER 

Matching. These steps are similar to those used in ES Matching, 

but there are also several important differences. The most obvious 

difference is that the data processing operation for SER Matching 

is conducted by the SSA through a cost reimbursement agreement. 189 

The second difference is that, in conducting SER Matching, states 

prov'ide SSA with only the SSMs of all the AFDC recipients for a 

designated time period. States may submit all recorded SSNs or 

l88Committee on Government Operations, Hearings, Administration of the 
AFDC Program', (1977), p,p. 159-190. 

1890hio Department of Public Welfare, SSA Computer Match List project 
Memoranda, (April-July 1978). 
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SER Hage 
Information 

Hatched 
SS}ls 

Link Hatched 
SSNs ,~ith 
AFDC Cases 

:Iatch 
Reports 

FIGURE 7·6 

AFnc 
Caseload 

Recipient 
List'.ing 

BASIC STEPS INVOLVED IN CONDUCTING 
A SUMMARY EARNINGS RECORD MATCH 
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only those SSNs which have been validated by the SSA. (A vali

dated SSN is one that has been submitted to the SSA for confir

mation of its exi.stence and association with a specific name.) 

The SSA compares the SSN listing received from a state with its 

SER data base for a specified number of reporting quarters 

(usw.l.ly one or two). States may try to anticipate the time lag 

between employer reporting to the SSA and the posting of SER data 

to automated files by coordinating the AFDC recipient listing with 

the corresponding SER data base. For example, Ohio recently con

ducted SER Matching by providing the SSA with a listing of AFDC 

recipients from their January 1978 monthly file. This listing 

was compared with SER wage information concerning earned income 

for the January through June 1977 period. 190 Anticipation of the 

time lag involved in reporting and posting of income increases the 

probability that any resulting matches are within the proper. time 

frames. 

After the Social Security Administration compares the SSNs 

contained in the AFDC and SER data bases, reports of SSNs common 

to both data bases are returned to the states. Each match is 

accompanied by the employer's name and address and the employee's 

earnings as reported to the SSA. State welfare agencies take the 

matches identified by SSA and "attempt to link these matches to 

recipients in their caseload. In Ohio, tor instance, attempts 

are made to link matched SSNs with a number of elements in the 

state's automated AFDC data base, primarily, the AFDC case number, 

recipient's name, address, date of birth, recipient number, sex, 

and benefit am(!)unt .191 The greater the scope of recipient-related 

information contained in a state's automated AFDC data base, the 

190Ibid • 

191Ibid • 
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higher the potential to screen out obvious bad matches prior to 

manual review of cases at the local level. Steps. t:aken by local 

agencies to process SER Match reports are the same as those 

described for ES Matching in Section 7.2.1, above. 

Because it relies entirely on the SSN as the matching element, 

SER Matching is dependent on the accuracy of the SSNs contained 

in a state's AFDC data base. If an incorrect SSN is provided to 

SSA, the information received from SSA will be for a wage earner 

other than the AFDC recipient. For this reason, it is important 

that the SER Match reports be cross-checked closely with manual 

case records to assure the validity of the match. The processing 

of SER matches, therefore, emphasizes the importance of manual 

uase review to establish a valid match. 

Evidence on the cost and effectiveness of SER Matching activ

ities is limited. One national assessment suggests that SER 

Matching will have a significant impact on error and fr~ud detec-. 

tion. This assessment is based, in par.t, on New York City's 

experience with SER Matching. The data show that the New York 

effort has, thus far, resulted in the termination of 1,578 cases. 

Since the case records for all matches had not been reviewed at 

the time of the assessment, additional case terminations were 

anticipated. Overall, New York City projects a cost savings of 
192 9.6 million dollars as a result of its SER Matching effort. 

Of the states contacted by MITRE, only Ohio provided docu

mentation regarding the observed outcome of their SER Matching effort. 

Figure 7- 7 depic ts the resul ts of Ohio's initial SER Ma tch t per

formed in 1978. AG the Figure shows, the comparison of the SSNs 

192Trainor and Lentz, A Report on the Use of Income Data in the 
Administration of the AFDC Prog~. (July 1978), p. 42. 
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34,000 
(100%) 
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(38%) 

-NO. MATCH 

I 
\ 

ERROR/NO INTENT 

I 1 
2400 
(7%) 

\ 

, 

INCORRECT 

WORKABLE CASES ~ 4000 
(12%) 

21,000 
(62%) 

NO PROBLEM 

17,000 
(50%) 

REFERRED TO 
PROSECUTOR PROSECUTED 

lL_~_~_~~_--,1 -0 

-NOT CONCURRENT PERIODS, ETC. " 

FIGURE 7·7 
SER MATCHING RESUL T5: THE OHIO EXPERIENCE 
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from the AFDC base with those in the SER file produced approxi

mately 54,000 raw matches.193 After one year, AFDC cases asso

ciated with 34,000 of these matches had been reviewed by state 

and local AFDC staff. Of these, 13,000 matches were found to be 

either incorrect matches or correct matches involving non

concurrent periods of employment and AFDC eligibility. The other 

21,000 warranted further examination by case workers or investi

gators for possible error or fraud. Upon examination at the local 

level, approximately 17,000 matches were determined to be free 

of error. Errors in AFDC benefit payments were found in the re

maining 4,000. Through investigative efforts, 2,400 of these 

4,000 cases were determined to lack any intent to defraud 

the AFDC program. Because intent could not be ruled out by 

investigators in the other 1,600, these cases were referred 

to local prosecutors. Unfortunately, as indicated by the qu~stion 

mark in the Figure, the number of prosecutions resulting from 

leads initiated by SER Matching are not known. The cases referred 

to prosecution during the year were estimated to involve 2.1 

million dollars in excess (fraudulent) AFDC benefit payments. No 

information was available concerning the actual cost of conducting 

the SER Matching or the relative contribution of this technique 

compared with other means of detecting AFDC fraud. 

7.2.3 Payroll Matching 

Payroll Matching efforts involve the direct comparison of 

an AFDC recipient caseload with a listing of individuals on the 

payroll of a specific organization(s). The purpose of Payroll 

Matching is the same as other income matching techniques--to 

identify AFDC recipients who may be receiving earned income and 

193Numbers are rounded throughout this description for facilitating 
the example. 
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incorrectly reporting it to welfare agencies. The basic steps 

involved in conducting a payroll matching effort are the same 

as those for ,the ES and SER matching techniques discussed in the 

two previous sections. (Figures 7-8 and 7-10 depict the steps 

involved in two specific Payroll Matching operations--Project 

Match and Corporate Payroll Matching conducted in Michigan.) 

The key difference between Payroll Matching and both ES 

and SER Matching involves the data sources used to make compar

isons with an AFDC caseload. There are three important dif

ferences in this regard. First, Payroll Matching utilizes wage 

data obtained directly from employers, rather than relying on 

secondary sources of information such as those maintained by the 

Social Security Administration and state Employment Security 

agencies. Payroll Matching is typically restricted to organi

zations employing large numbers of people, for example, federal 

and state agencies and large private employers. 

The second important difference concerns the aggregation of 

the wage data used for matching. Payroll information is typically 

recorded by employers on a weekly, biweekly or monthly basis. 

This corresponds closely with the time frame used by most welfare 

agencies to record earned income report by recipients. 

A third difference concerns the timeliness of earned income 

data. Since payroll information is usually posted to an auto

mated data base contemporaneously, it provides the most up-to-date 

wage data for matching against a current AFDC file. 

Payroll Matching efforts of several kinds are conducted; the 

three most prominent types appear to be: 
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• matching AFDC: recipients with employee payroll 
records of state and local governments 

• matching AFDC recipients with the federal pay-
roll records of both civilian and military employees 
(referred to as Project Match), and 

• matching AFDC recipients with the payroll records 
of large corporate employers. 

In recent years, a number of states (and jurisdictions in 

some states) have compared their AFDC caseload with government 

payroll information, while others have restricted the matching 

of AFDC caseloads to payroll data for employees of state or 

local welfare agencies. HEW's Office of Family Assistance has 

indicated that at least 24 states have conducted this type of 
194 

Payroll Matching. Seven of the 19 states contacted by MITRE 

also reported conducting this kind of effort. Anti-fraud efforts 

focusing on matching AFDC caseloads with state or local public 

employees are usually conducted on a project basis. There is no 

apparent pattern associated with the frequency with which payroll 

matching of this kind is performed. In addition to assisting 

in the development of leads about suspected cases of fraud, state 

and local government Payroll Matches are intended to emphasize 

government integrity and commitment to "clean its own shop" pridr 

to conducting more widespread anti-fraud efforts among the general 

population. Since these matching efforts are typically ad hoc. 

formal documentation and assessments of these efforts are not 

available. Persons involved in Payroll Matching efforts focusing 

on government employees generally feel that these Matches had 

a positive impact. They believe that Payroll Matching has assisted 

194Trainor and Lentz, A Report on the Use of Income Data in the 
Administration of the AFDC Program, (July 1978), Appendix A. 
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state and local governments both in deterring AFDC fraud and in 

building public confidence in the integrity of the AFDC program. 

7.2.3.1 Project Match 

Project Match,an HEW effort to compare state AFDC recipient 

listings with federal government employee payroll records,is 

perhaps the most notable example of Payroll Matching. Because 

of its national scope and because it involved every state welfare 

agency, Project Match has probably received more attention and 

publicity than any other computer-aided, anti-fraud effort used 

in the public assistance area. 

Project Match was initiated in 1977 under an agreement among 

HEW, the Civil Service Commission and the Department of Defense. 

This agreement permitted HEW to use the central personnel data 

files of the Civil Service Commission and the active duty personnel 

files of the Department of Defense for the purpose of making 

comparisons with state AFDC caseloads. One impetus for this 

comparison was that data sources used in state and local income 

matching efforts (ES and.SER Matching) do not contain information 

about federal employees. The agreement also specified that 

computer processing associated with the matching of the files 

would be conducted under the auspices of HEW's Inspector General's 

Office (see Section 5.2).195 

Project Match has two phases. The first phase, discussed 

below, is a payroll matching effort. This phase involve)~ the 

compilation of state AFDC recipient listings;;by HEW and the 

195Department of Health, Education and Welfare, Project Match 
Operating Plan, (December 1977). 
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comparison of these listings with federal personnel/payroll files. 

The second phase is an interjurisdictional matching effort. It 

involves the comparison of state AFDC recipient listings with 

one another to identify AFDC recipients who may have been receiving 

benefits in two or more jurisdictions. 

Figure 7-.8 presents the key steps involved in the payroll 

matching phase of Project Match.196 Project Match, as described 

by HEW, consists of 6 steps, plus prosecutions as appropriate. 

These steps are: 

• acquisition of state AFDC recipient data files con
taining a roster of recipients to be matched and the 
acquisition of employee files from the Civil Service 
Commission and the Department of Defense 

• automated matching of the state AFDC recipient and 
federal employee files, on the basis of common SSNs 

• generation of work sheets for matched SSNs, 
providing the address, federal agency, birth 
date, and pay grade information contained in; 
the federal employee file 

• compilation of work sheets and distribution of them to 
appropriate federal agencies for verification of employ
ment information (Work sheets are supplemented by the 
federal agency with the date of employment, date of 
termination if applicable, W-2 earnings since 1974, 
earnings for the current year, address for each year, 
date of birth, and sex.) 

• distribution of verified work sheets to the appropriate 
state for manual case record review and verification 
of match information ($tate-level reviews are done in 
a manner parallel to the procedures described for ES 
and SER Matching), and 

• referral of cases suspected of fraud back to HEW for 
decisions concerning prosecution and/or possible 
administrative action. 

196 This phase of Project Match was conducted in two steps. Each 
involves approximately hal~ the steps. 
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AGENCY 
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State Welfare 
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HEW DIG 

1 
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Acquisition of DOD Military 
Personnel File, Civil Service 

Commission Central Personnel Data 
File and State Welfare Files 

, 
2 

Computer' Processing 
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5' 
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and Benefits Received-

Based on Employment I and Famil Data 

~ 
6 
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Department of Health, Education and l~elfare, Project Match Operating Plan, 
(Decembe'r' 1977). 

FIGURE 7·8 
PROJECT MATCH SYSTEM FLOW CHART 
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There are two primary differences between Project Match and 

other income matching efforts. First, the computer matching 

operati0n is performed at the federal level by HEW. Second, and 

perhaps most important, HEW and the Department of Justice wo~k 

together to make decisions about further case actions regarding 

investigation and prosecution of fraud. If a decision is made 

to pursue a particular case for fraud, the case is (theoretically) 

referred to an appropriate U.S. Attorney who is then responsible 

for ensuring that the:-case is properly inves.tigated. In fact, 

however, investigations of Project Match cases are still conducted 

by state and -local investigators with the U.S. Attorneys respon

sible for coordinating, monitoring and assisting in decisions con

cerning the administrative removal of recipients from the AFDC 

caseload or the reduction of recipients' AFDC benefits. 

Although state and local welfare agencies may make their own 

prosecutorial decisions, the federal government established-formal 

criteria for the criminal prosecution of Project Match cases. 

For prosecution to be initiated, three criteria must be met: 

• 

• 

• 

the recipient must be determined to be totally 
ineligible for benefits 

the amount of benefit loss must be in excess of 
$2,000 in one year, and 

the annual salary of the recipient must be in excess 
of $10,000.197 

While a formal and comprehensive assessment of Project Match 

has not been conducted, some data are available concerning the 

results of the initial matching effort invcJving the comparison 

of AFDC recipient listings for 26 states with federal payroll 

197 Department of Health, Education and Welfare, Project Match Operating 
Plan, (December 1977). 
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records. This matching effort represented the comparison of 76 

percent of the nation's AFDC recipients with 73 percent of all 

federal employees. Figure 7-9 presents the available data 

regarding the flow of cases identified by this _matching effort. 

As the figure shows, the Project Match comparison yielded 33,000 

raw matches which were forwarded to appropriate federal agencies 

for further verification of employment and for supplemental 

information concerning employee(s) wages. After HEW reviewed 

this information, 14,100 cases were eliminated from further 

processing because the matches were either invalid, i:nvolved 

relatively small sums of money, or the individuals identified 
198 by the match were no longer employed by the federal government. 

The remaining 18,900 matches were sent to the appropriate state 

welfare agency for manual review of case records. Results after 

one year, as reported by HEW, were as follows: 

• 14,353 cases were manually reviewed by the states 

• 4710 of these cases were found to contain errors 
regarding eligibility determination 

• 

• 

1000 of the 4710 erroneous cases were under active 
investigation for fraud, and 

96 cases were prosecuted for AFDC fraud. 

HEW found the payroll matching phase of Project Match to be 

cost beneficial in that the potential recovery of AFDC benefits 

plus the savings resulting from case closing and benefit reductions 

were estimated to substantially exceed the cost of federal match

ing activities. Additionally, HEW officials believed that the 

deterrent effect of prosecutions and the publicity associated with 

1980ffice of Inspector General, Annual Report - January 1, 1978 -
December 31, 1978, (March 31, 1979), p. 78. 
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the project further contributed to its effectiveness. 199 State 

AFDC officials have not expressed either agreement or disagree

ment with these conclusions. 

7.2.3.2 Corporate Payroll Matching--Michigan 

Corporate payroll matching represents still another variant 

of income matching used to assist in the detection of error and 

fraud in the AFDC program. Thus far, only a few states (Illinois, 

Michigan, and New York) have experimented with this type of match

ing technique. 200 The Michigan experience is generally considered 

the most comprehensive and best known effort of this type. Two 

factors appear to make corporate payroll matching as conducted in 

Michigan particularly noteworthy. First, because of the concen

tration of a large number of automobile industry employees and the 

absence of a state wage reporting system in Michigan, corporate 

payroll matching is the predominate computer-aided AFDC matching 

technique used by the state. Second, Michigan's corporate pay

roll matching is one of the few computer-aided efforts to use 

multiple criteria to compare data files and to prioritize matches 

for case review. 

The basic steps involved in the corporate payroll match, as 

conducted in Michigan, are presented in Figure 7-10. The match 

process is accomplished on a project basis and is initiated 

with the automated compilation of the AFDC recipients' Social 

Security Numbers by the state welfare agency. A computer tape 

199 . Ibid., p. 100. 

200Trainor and Lentz, A Report on the Use of Income.Data in the 
Administration of the AFDC Program, (July, 1978), AppendixA. 
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STEPS INVOLVED IN CORPORATE PAYROLL MATCHING 
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of the recipients' Social Security Numbers is then provided'to 

corporate employers. 201 (This computer tape only contains 

recipients' SSNs; it do~s not contain any other identifying 

information about the recipients such as names, addresses and so 

on.) The corporations, in turn, compare the AFDC listing with 

the SSNs contained in their payroll file for a specific date. 

(For instance, active AFDC recipients as of July 1. 1978 would be 

matched with a cor.poration's July 1978 payroll file.) Raw matches 

(common SSNs contained in both files) are identified, compiled, 

and returned in the form of a paper printout to the state welfare 

agency. The welfare agency then links the matched SSNs with the 

corresponding AFDC recipient case file. The state welfare agency 

then subpoenas from each corporate employer further information 

concerning the name, date of birth, sex, address and two years 

of detailed wage data for each matched recipient. 

The state's ability to obtain payroll data via this process 

is based directly on a 1976 provision of the Michigan Code which 

requires employers and financial institutions to furnish wage 

data and other information when requested to the Michigan state 
202 

welfare agency for the administration of the AFDC program. 

Corporations participating in this matching effort compile the 

requested information, record it on a computer tape and submit 

it to the state welfare agency. Personal identification infor

mation provided by employers for each matched case is then compared 

201 During the first iteration of this process in Michigan, conducted 
during 1977-78, tapes containing AFDC recipients' Social Security 
Numbers were sent to General Motors. Ford, Chrysler, Michigan Bell 
and Detroit Edison. 

202 Trainor and Lentz, A Report on the Use of Income Data in the 
Administration of the AFDC Program, (July 1978), p. 44. 
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by computer with similar information extracted from state AFDC 

recipient case files. Based upon the number of recipient identifi

cation elements common to both the AFDC and corporate files,a 

priority rating is calculated. The priority rating is used by 

local investigators and welfare staff to guide them in the allo

cation of resources for case review and investigative activities. 

Status codes are assigned to each of the comparison elements, for 

example,name (including SOUNDEX match), date of birth and sex. 

(SOUNDEX is a computerized name-comparison program that identi-

fies similar sounding names and checks for the juxtaposition of 

letters, names and initials which might refer to the same indivi

dual.) To illustrate, the assignment of a status code for a compar

ison of name in both files might be as follows: 203 

Status Code 

o 
1 

2 

3 

= 
= 

= 
= 

Extent of Match 

No match on name 

Last and first names match 

Last names match 

First four positions of last name match 

Status codes for each comparison criterion are then compiled, per

mitting an overall prioritization of the matches. Finally, the 

prioritized listing of matches is turned over to investigators. 

The investigators, in concert with welfare staff, conduct manual 

case record reviews and decide about agency error and recipient 

fraud in the same manner previously described for other types 

of matching techniques. 

20~ichigan Department of Social Services, Eligibility Review Project 
Procedures, (Internal Department Document), (1978), p. 45. 
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Once again, little evidence is available to assess the effec

tiveness of this particular matching technique. Representatives from 

the Michigan Department of Social Services believe that corporate 

~ayroll matching has provided them with a valuable mechanism for 

identifying and correcting agency errors due to misreporting of 

income and for reducing AFDC recipient fraud. During the first 

iteration of their corporate payroll matching effort, 5,400 raw 

matches were produced. Subpoenas were subsequently issued to 

obtain the full data files for 3,300 individuals. Additional 

process and outcome data are not, as yet, available. By contras.t, 

New York City has reported that its efforts were excessively 
204 

costly and time consuming in terms of any potential benefits. 

7.2.4 Jurisdictional Matching 

Jurisdictional Matching techniques involve the comparison of 

AFDC caseload recipient listings with one another or internally in 

an attempt to detect individuals who may be receiving duplicate 

AFDC benefits. There are two basic variations of jurisdictional 

matches conducted by state and local welfare agencies: 

• interstate - matching of AFDC files among two or more 
states, and 

• intrastate - matching of AFDC files among jurisdictions 
or within one jurisdiction in a state. 

Interstate Jurisdictional Matching is performed on a post-payment 

basis only. That is, the match compares the active recipient 

caseloads of two or more states. Intrastate Jurisdictional Ma.tch

ing is performed both on a post"'"payment basis and on a prepayment 

204 n. d Tral.nor an Lentz, A Report on the Use of Income Data in the 
Administration of the AFDC Program, (July 1978), p.\45. 
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basis. When used on a prepayment basis. Intrastate Jurisdictional 

Matching is conducted as part of the application clearanc~ process 

to prevent applicants from establishing more than one AFDC case at 

a time. Case or eligibility workers are typically responsible 

for performing these pre-application matches as part of the rou

tine case information verification activities. 

When Jurisdictional Matching of either type is performed on 

a post-payment basis, its primary purpose is to detect recipients 

who are receiving duplicate benefit payments. Post-payment intra

jurisdictional matching is often used by states and local welfare 

agencies that lack the on-line automated capabilities required to 

ascertain on a case-by-case basis at application whether individ

uals are already receiving benefits in a given jurisdiction. Many 

states also used this type of matching in addition to automated 

screening of potential recipients at application. There appear 

to be two reasons for using post-payment intrastate jurisdictional 

matching. First, this type of matching assists in the detection 

of recipients who may be receiving duplicate benefits but who, 

for a number of reasons, were not cleared at application by on-line 

automated processing. Second, post~payment intrajurisdictional 

matches guard against applicants who might apply simultaneously 

(e.g., the same day) for AFDC benefits at a number of agencies. 

In such instances, data files routinely used in automated 
" 

clearance systems may not be updated rapidly enough to detect. 

the establishment of duplicate cases. 

Typically, post-payment jurisdictional matches are performed 

on a project basis, although in a few instances these matches 

are being performed periodically. For example, the Duplicate Aid 

Detection System (DADS) operating in California is an intra

jurisdictional matching effort that is performed every six months. 
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The extent to which different types of jurisdictional matches 

are employed nationally is unknown. While not representative, 12 

of the 19 states contacted by MITRE had conducted interstate juris

dictional matches. Intrastate matching, either computer-aided 

clearances performed at application and/or post-payment matches 

bet\oJeen the AFDC caseload of two or more jurisdictions in a state. 

ha? been conducted by 14 of the 19 states.205 Pre-payment intra

state jurisdictional matching systems will not be addressed in 

further detail, because this type of matching is considered by 

most AFDC practitioners as an administrative case maintenance 

function rather than an anti-fraud activity. The remaining part 

of this section deals exclusively with post-payment jurisdictional 

matching efforts. 

Figure 7-11 shows that the first step in post-payment matching 

involves obtaining the AFDC recipient data files from the juris

dictions participating in the match. In the case of intrastate 

matching, states merely make internal comparisons of active AFDC 

recipients using the state welfare agency's centralized data base, 

so as to identify individuals receiving duplicate benefit payments 

either within one county or in more than one county within the 

state. 

Hhen states decide to conduct interstate matching, a data 

exchange must be negotiated among the participating states. Agree

ment must be achieved among states concerning: 

• the type of data to be exchanged (e.g., all recipients, 
heads of household, only recipients from bordering 
jurisdictions) 

205 This study did not examine the extent to which local jurisdictions 
~Yithin states internally monitored their mvn AFDC recipient files 
to assist in the identification of cases of duplicate assistance. 
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• the format and2~6thods (tape, cards etc.) for exchanging 
recipient data 

• the state agency that will conduct the computerized 
matching of the data 

• the distribution of costs associated with the match, 
and 

• the method of coordinating all problems resulting from 
matching activities. 207 

Both intra- and inter-jurisdictional matches rely on the SSN 

to make the initial identification of recipients who may be re

ceiving duplicate benefits. In a few instances, other recipient 

identifiers such as name, date of birth and sex have been used 

to supplement the SSN in matching. 

After completing the comparison of files, a jurisdictional 

match report is generated which commonly shows the match element 

(e.g., SSN) and provides whatever data exists corresponding to 

that individual in the files. Figure 7~12 is a sample jurisdic

tional match report. It indicates that the SSN (345-678-910) 

was found on the May 1979 caseload of both states A and Band 

206 HEW 's model "IDEX" system provides a detailed account of the techni
cal programming requirements for conducting jurisdictional matching. 
This system also ,provides specifications for combining interjuris
dictional matching with wage data matching using wage data from one 
state and matching it to recipient data from another state. See: 
U.S. Department of Health, Education and Welfare, IDEX, (1976). 

207 The federal government has also been involved in the exchange of 
state AFDC recipient data to conduct interstate jurisdictional 
matching. Specifically, Project Match's second phase (see Section 
7.1.3.1) represents the most extensive interstate jurisdictional 
match ever coordinated. While most matching of this type is con
ducted at the state level and involves the comparison of AFDC case
loads of two or three states, Project Match's jurisdictional compo
nent involved the comparison of recipients' files from all 50 states 
participating in the Project's Payroll Matching effort. 
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CITY/ MATCH DATE WEL PAYMENT RECIPIENT STATE COUNTY LO WORKER CASE NO CRITERIA SOC SEC NO PAID ,AMT NAME & ADDRESS 

A 345678910 345-67~-910 05/04/79 185.24 John R. Doe 
" I 5422 North Court Suite 987 
+:-
00 

State A 

B 345678910 345-678-910 05/04/79 185.24 Frank Q. Doe 
5422 Lilly Lake Apt. 900 
State B 

FIGURE 7-12 
SAMPLE INTERJURISDICTIONAL MATCH REPORT: 

MATCH OF STATE "A" WELFARE RECORDS VS. 
STATE "B" WELFARE RECORDS 



also presents the information associated with that SSN as con

tained in each of the state's files, including: 

• the states paying benefits 

• the location (city/county) of the local welfare 
c.ffices where the pertinent case records are 
maintained 

• the caseworkers assigned to the identified case 

• the AFDC case numbers 

• the criteria used to perform the match 

• the SSN associated with the particular case (this 
could be different if match criteria other than 
SSN are'used) 

• the date AFDC benefits were paid, and 

• the names and re~Jidences recorded for the recipient. 

For each match, reports are distributed to as many juris

dictions as appropriate. If the match indicated a common SSN for 

recipients in four jurisdictions within a single state (as in the 

case of an intra-state match), each of the four jurisdictions would 

receive a copy of the report. 

After receiving match reports, local agencies must verify the 

accuracy of the match information, ensuring that recipients have 

been properly identified by the match. Once the validity of the 

match has been established by at least two jurisdictions, case 

reviews must be performed by caseworkers and/or fraud investi

gators to determine wnether welfare offices involved in the matcn 

wefe concurrently paying AFDC benefits to the same recipient. 

Conducting case reviews for jurisdictional matches is inher

ently complicated by the involvement of multiple jurisdictions, 
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especially when they are in different states. Case reviewers 

must coordinate both the exchange of relevant data and the allo

cation of responsib1.lity to carry out investigative activities. 

Beyond confirming that the recipients identified by the match are 

the same, it must be determined whether benefits were paid to the 

recipients by two or more jurisdictions con.currently. When a 

recipient relocates, terminating AFDC eligibility in one juris

diction and establishing it in another, welfare agencies may not 

post this information in their automated data base in a timely 

fashion (or at all). Delays in posting eligibility termination 

status may give the appearance (in that a match is indicated) that 

a recipient is receiving benefits in more than one jurisdiction 

when, in fact, this is not the case. 

With regard to investigative responsibilities, participating 

jurisdictions must decide which one is in the best position to 

take the lead role in investigating a case of duplicate assistance. 

Typically, the jurisdiction where a recipient resides at the time 

of the investigation is the key criterion for making this· decision. 

The final step involved with jurisdictional matching does not 

differ from other types of matching efforts. Case reviews and/or 

investigations of validated matches may result in administrative 

case actions, criminal charges of fraud or both. 

None of the states contacted by MITRE S,ould provide any 
\, 

detailed information on the cost and effectiveness associated with 

jurisdictional matching activities. In general, practitioners in 

most states appear to feel that jurisdictional matching efforts 

have been of minimal value with respect to the detection of 
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fraud. 208 States tend to feel that these matches have limited 

value because interstate jurisdictional duplication of benefits 

is not widespread.209 On the other hand, HEW officials, based 

on the experience of Project Match, hold a different view. Pro

ject Match's comparison of 26 state AFDC data files resulted in 

9,000 raw matches involving approximately 18,000 individuals. 

Because of this initial outcome, HEW officials believe that 

duplicate benefit payments are more prevalent than states 

assume.2lO The main issue is how many of these matches will turn 

out to be unfounded matches upon case review. The experience in one 

large state was tha.t approximately 80 percent of all comput~r-

aided matches are inaccurate or unfounded in terms of possible 

duplicate aid. Furthermore, some welfare officials in that state 

questioned the efficiency of jurisdictional matching techniques 

as currently designed, because the typical offender does not use 

the same SSN, name, or address to establish multiple AFDC cases. 

Consequently, they believe that most cases involving duplicate aid 

cannot be detected by existing computer-aided techniques. 

7.2.5 Matching with other Benefit Programs 

AFDC recipient caseloads are occasionally matched with the 

recipient caseloads of other benefit programs (Benefit Matching). 

By making these comparisons, Benefit Matching attempts to detect 

individuals who may be receiving assistance from other government 

Trainor and Lentz, A Report on the Use of Income Data in the 
Administration of the AFDC Program, (July 1978), p. 62. 

209 Ibid. 

210 Ibid. Also see ,Office of Inspector General, Annual Report -
January 1,1978 - December 31,1978, (March 31,1979), pp.·TOO-lOl. 
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programs but not reporting (or underreporting) this assistance 

income when applying for AFDC benefits. As a detection-oriented 

technique, the logic underlying Benefit Matching is the same as that 

used for wage matching techniques. 

Literature sources and MITRE's contacts with the states 

revealed that recipient and benefit data from several federal 

and state programs have been used to match against AFDC case

loads. These benefit programs include: 

• Food Stamps 

• Comprehensive Employment Training Act (CETA) 

• Medicaid 

• Veteran's Benefits 

• Workmen's Compensation 

• Unemployment Compensation (UC) 

• Federal Supplementary Social Insurance (SSI), and 

• Federal Retirement, Survivor and Disability 
Insurance (RSDI), (SSA, Title 11).211 

AFDC matching with data from these programs has been conducted on 

both a pre-payment and post-payment basis. For'instance, matches 

which compare AFDC caseloads with state-administered Food Stamp, 

Medicaid, and UC program data are conducted in some states as 

an integral part of an on-line, computer-aided clearance system 

for screen.ing new AFDC applicants. Some state welfare agencies, 

which maintain integrated automated data files for multiple public 

assistance programs, screen n~w AFDC applicants (at the same time 
'o\ 
1\ 

they screen applicants for duplicate assistance) against these 

2llTrainor and Lentz, A Report on the Use of Income Data in the 
Administration of the AFDC Program, (July 1978), Attachment II. 
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integrated files as both an information verification process and 

as a fraud prevention strategy. Additionally, some states conduct 

post-payment matching using data from these other assistance 

programs. (This post-payment benefit matching is essentially 

the same as the post-payment income matching techniques pre-
I 

viously described). 

State welfare agency officials contacted by MITRE suggested 

that two types of benefit matching techniques have substantial 

anti-fraud potential. One of these techniques involves the com

parison of AFDC caseloads with state Unemployment Compensation 

(UC) recipient files. The other technique, referred to as 

BENDEX, consists of routine data exchange between state welfare 

agencies and the Social Security Administration. It compares 

state AFDC caseloads with individuals who are receiving Retire

ment, Survivors, and Disability Insurance (RSDI) from the Social 

Security Administration. AFDC matches conducted with other 

benefit programs (e.g., veterans, ~...,orkmen's compensation) have 

primarily been experimental and are not addressed any further in 

this report. Because of their potential importance to anti-fraud 

activities, both UC matching and BENDEX are discussed in more 

detail below. 

7.2.5.1 Unemployment Compensation Program Matching 

Comparison of AFDC recipient files with Unemployment Compen-

sat ion benefit files is the most common computer-aided matching 

technique'used by the states. Federal sources report forty-two 

states as having conducted matching of this sort. 212 Thirteen 

of the 19 states contacted by MITRE indicated ,that they use UC 

Matching as a computer-aided, anti-fraud technique. The purpose 

2l2Ibid. 
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of DC Matching is to a.ssist in the identification of AFDC recip

ients who are receiving unemployment benefits but who are not 

correctly reporting this information as a condition of AFDC 

eligibility. 

DC Matching efforts do not differ significantly from ES 

Matching efforts. In fact, in many states DC Matching is an 
213 

extension of the state's ES Matching process. When state 

Employment Security agencies provide state welfare agencies with 

quarterly wage information for ES Matching, they also typically 

transfer data concerning recipients of DC benefits. During the 

ES Matching process, the AFDC caseload file is also compared 

(using the same match criteria, usually SSN) to the DC benefit 

file maintained by the state. In these instances, ES Match 

reports (such as those shown in Section 7.2.1) show the common 

occurrence of an SSN (or other match criteria) in both the AFDC 

and DC files as well as in the AFDC and wage files. If a DC 

match occurs when a comparison of the data files is made, the 

match report generated typically provides the name, address, 

Social Security Number and a historical account of the monthly 

or weekly amount of DC benefits paid to the individual corres

ponding to the matching element. 

DC Matching is also conducted in some states as an indepen

dent matching effort. This is especially the case in wage re

questing states where ES Matching is not conducted. These states 

can reap an additional benefit from DC Matching. In addition to 

providing a means of comparison between AFDC and DC benefit files, 

DC Matching conducted in these states may provide state welfare 

agencies with historical wage information. Although DC benefit 

records are for a limited population, they are usually much more 

2l3D•S . Department of Health, Education and Welfare, IDEX, (1976). 
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current than the wage data used to conduct ES Matching. This 

historical wage data for DC recipients may be a useful source of 

information concerning earned income not reported by AFDC program 

recipients. Because the matching focuses specifically on DC 

benefits, case reviews conducted by welfare staff and/or investi

gators are oriented to ensuring that DC benefits indicated by 

the match report are accurately reflected in recipients' AFDC 

benefi t calculations .21lf This may involve further inquiries to 

state Employment Security agencies and individual employers to 

ensure the accuracy and expand upon the information contained 

in the match report. 

One federal assessment of the effectiveness and/or utility 

of DC Matching indicated that DC Matching "serves as a valuable 

source of data to welfare agencies in the performance of the 

agency's determination and redetermination of eligibility for 

welfare benefits.,,2l5 This assessment does not include any finding 

concerning the contribution of DC Matching to preventing and 

detecting fraud in the AFDC program. Another study, conducted 

in California, addressed the cost/benefit utility of expanding 

ES Matching efforts to include DC Benefit Matching. This study 

concluded that incorporating a DC Matching component into the 

existing ES Matching system would be "cost beneficial and would 
216 be well received by county welfare departments." However, 

this study did not directly address the anti-fraud potential of 

DC Matching. 

2l4Trainor and Lentz, A Report on the Dse of Income Data in the 
Administration of the AFDC Program, (July 1978), p. 55. 

2l5 Ibid • 

2l6State of California, Earnings Clearance System Review Project #75-6, 
(September 1976), pp. 18-19. 
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7.2.5.2 Beneficiary Data Exchange System (BENDEX) 

The Beneficiary Data Exchange System (BENDEX) was designed 

to provide state welfare agencies with current payment information 

on Title II Social Security benefits--Retirement, Survivors, and 

Disability Insurance (RSDI).217 As a data exchange system, the 

primary objective of BENDEX is to allow state welfare agencies 

to maximize the use of data maintained by the SSA in a timely 

and cost effective manner. 

Like several other computer-aided techniques developed to 

improve the integrity of the AFDC program, BENDEX addresses the 

t~in problems of unreported and underreported benefits received 

by AFDC applicants. To counter these problems, BENDEX is designed 

both to prevent AFDC applicants from concealing receipt of RSDI 

benefits and to detect AFDC recipients who fail to report changes 

in the status of their RSDI benefits. BENDEX provides each state 

participating in this data exchange with a monthly statement of 

all AFDC applicants receiving RSDI benefits. This statement 

is updated monthly with automatic notification of any change in 

the status of RSDI benefits paid to AFDC recipients. 

A recent survey showed that BENDEX is being utilized by 33 

states and the District of Columbia. These jurisdictions handle 

58 percent of the nationwide AFDC case10ad and account for 56 

percent of the AFDC benefit payments. The remaining 1.7 states 

have, thus far, chosen not to implement EENDEX.
218 

All 19 states 

contacted by MITRE indicated some participation in the BENDEX 

program. 

217U. S• Department of Health, Education and Welfare, BEND&~--Beneficiary 
Data Exchange~ A Model System, (January, 1976). 

218 Trainor and Lentz, A Report on the Use of Income Data in the 
Administration of the AFDC Program, (July 1978), p. 52. 
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Flexibility has been a key concept underlying the develop

ment of BENDEX. As originally conceived, BENDEX was designed so 

that it could function independently or in conjunction with other 

state-operated computer systems. In order toaccornmodate other 

computer-aided systems integral to the AFDC program, states have 

taken the basic BENDEX model and modified it to their own, some

what unique, specifications. Despite variations among the states, 

major cornmon characteristics c'an bOe discerned in the form of a, 

model process. 

The model BENDEX process, consisting of four basic steps, is 
.. 219 d h presented ~n F~gure7-13. The first step revolves aroun t e 

data input function. During the screening of applicants, AFDC 

eligibility workers at local offices routinely collect information 

from applicants regarding RSDI benefits. When appropriate, the 

amount of RSDI benefits the applicant receives and his/her claim 

number are recorded. If the worker believes that the applicant 

may be receiving RSDI benefits but not reporting this fact, the 

worker need only record the app1ic.ant's SSN. In some states the 

SSN is recorded pro forma for all AFDC applicants for use in the 

BENDEX system. This information is sent to a state welfare agency 

or data processing center where it is edited and compiled to 

create two data files: (1) the BENDEX Cross Reference File; and 

(2) the BENDEX State File. Both these files contain Social 

Security benefit data (provided by AFDC applicants during the 

eligibility determination process and by the SSA from previous 

BENDEX matches) and personal identification data. These data 

are needed to aid the information exchange betwe'en the state and 

the local welfare agency offices at one end of the process, and 

219 See U.S. Department of Health. Education and Welfare. BENDEX--A 
Model System, (January 1976), for specific guidelines and require
ments for the design and operation of BENDEX. 
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State welfare agency creates 
BENDEX File computer tape and 
sends it to SSA 

lif 

State BENDEX File is compared 
to SSA Master Beneficiary Record, 
matched on claim number or SSN 

, if 

SSA notes AFDC/RSDI matches, 
places data on tape or cards and 
returns information to state 
welfare agencv 

'If 

State/local agencies process 
BENDEX match data and conduct 
verifications with AFDC case 
records 

FIGURE 7·13 
STEPS INTEGRAL TO BENDEX 
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the state and SSA at the other end. Data supplied by the local 

welfare agency offices are used to update the BENDEX Cross Refer

ence file on a monthly basis. A subset of this data is copied 

to the BENDEX State file and sent to the SSA for comparison with 

current Social Security Title II benefit records. 

The second step of the BENDEX process focuses on matching the 

State BENDEX fi1e(s) with the SSA Master Beneficiary Record (MBR). 

The SSA is scheduled to receive the State BENDEX files by the 

25th of each month. Upon receipt, computer edits are run on the 

state files to check for proper tape labels and state codes . 

Then, the state files are merged and subject to a second edit 

involving a screen for erroneous claim numbers, SSNs, communi

cation codes and category codes. Finally, the State BENDEX 

files are matched against the Social Security Administration's 

MBR file, using Title IIpeneficiary claim numbers and/or Social 

Security Numbers. This comparison is usually conducted on or 

before the 6th of the following month. 

The match data is compiled into "reports" and disseminated 

to the states. The output denotes the RSDI benefit payments 

authorized to each AFDC recipient during the prior month· and the 

current payment status. This information is provided for appli

cants who initially reported receiving RSDI benefits to AFDC 

eligibility workers as well as for any other applicants that AFDC 

eligibility workers, for whatever reason, have placed on the BENDEX 

State file. Additionally, the SSA gives states other information 

concerning supplemental Medical Insurance Entitlement, verifi

cation of the SSN when the RSDI claim number is unknown, and veri

fication of date of birth. Placed on either tape or ca:rds, the 

output is usually sent to the states participating in BENDEX on 

or before the 10th of the month. The SSA maintains a federal 
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BENDEX data file on AFDC recipients and issues a notification to 

the state whenever a change in the RSDI benefits occurs for 

these recipients. In the past, AFDC applicants cleared via BENDEX 

as not receiving RSDI benefits were purged automatically from 

these files. Recent BENDEX modifications now ensure that records 

concerning such individuals are maintained in these files, and 

if RSDI benefits are subsequently paid to any of these individuals, 

states will be notified. This process will continue automat

ically until the record is either excised from the BENDEX file 

by the state or deleted from SSA's active records. 

The SSA sends the BENDEX File containing pertinent RSDI 

benefit information on matched individuals to each state partic

ipating in the information exchange program. The state uses the 

SSA BENDEX File to update its own BENDEX Cross Reference File 

and to generate reports for use by local welfare agencies. In 

turn, case workers assess the data and determine the need for 

any case action such as reviewing a case record, interviewing 

an AFDC recipient, preparing a case action notice or modifying 

recipient payment or eligibility status. These activities may 

then lead to a determination that a case should be investigated 

for possible fraud. 

A review of BENDEX conducted in 1978220 conclud~d that only 

16 states and the District of Columbia were frequent users of 

BENDEX. These jurisdictions represent 32 percent of the 

national AFDC caseload as well as 32 percent of the program's 

cost. A second group of 17 states, accounting f9r 26 percent 

of the nation's caseload and 24 percent of the expenditures, do 

not fully utilize the BENDEX data. BENDEX is not being used at 

all by the remaining 17 states, which contribute 42 percent of 

220Trainor and Lentz, A Report on the Use of Income Data in the 
Administration of the AFDC Program, (July 1978), p. 52. 
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the AFDC caseload and account for 44 percent of the program's 

costs. There is an absence of information conce~~ning the effec

tiveness of BENDEX as an anti-fraud strategy. State and local 

AFDC staff interviewed by MITRE generally believe that BENDEX, 

as it is currently used, provides little assistance in the way 

of preventing and reducing AFDC recipient fraud. Federal 

officials suggest, however, that more vigorous use of BENDEX 

data can aid in the detection of error and fraud in the AFDC 
221 program. 

7.2.6 Other Matching Activities 

Several other computer-aided matching efforts were reported 

in the literature and/or were identified during MITRE's state 

contacts. Most of these matching efforts have been conducted 

experimentally, were unique to a few states, and were generally 

not a major component of any state's AFDC anti-fraud strategy. 

These matching activities included the comparison of AFDC recip

ient files with: 

• bank records 

• state income tax records 

• public death and marriage records 

• motor vehicle records 

• elementary and secondary school records, and 

• state university enrollment records. 

As with most other computer-aided matching techniques, the SSN 

was used as the primary comparison criterion. 

221 Ibid. 
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Matching of AFDC recipients with bank records on an ex

perimental basis has been conducted in New York City. The pur

pose of this type of match is to identify AFDC recipients who have 

not reported substantial financial assets correctly (or at all) 

when applying for or receiving AFDC benefits. During this match, 
222 

New York City found 8,000 AFDC recipients with assets. At 

last report, these matches had yet to be verified through manual 

case review. Indications are that many assets identifed by the 

match were properly reported or, if not reported, were amounts 

so small that they would not affect AFDC eligibility. 

In the absence of centralized wage data at the state level, 

at least one state has experimented with matching AFDC recipient 

files with state income tax files to assist in the detection of 

underreported or unreported income. Findings suggest that state 

h h b . 1 1 useful. 223 Th i income tax mate es ave not een part~cu ar y e r 

utility is limited because income data contained in state tax 

records is collected annually and is not posted to automated 

data bases in a timely fashion. Moreover, state income tax 

data are usually confidential and the' authority to use this data 

in AFDC matching efforts appears questionable unless specifically 

allowed by state statute. 

One state contacted by MITRE said that a jurisdiction within 

that state had conducted matching between AFDC recipient files 

and death and marriage certificate records. The purpose of this 

type of match is to identify those recipients who may have 

misrepresented their identity or family composition to illegally 

obtain benefits. For instanc'~, a recipient may use the SSN and 

name of someone known to be dead in order to falsely establish a 

222Ibid ., pp. 59-60. 

223Ibid., p. 43. 
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bogus family member. Similarly, a recipient may also use a dead 

person's identity to apply for duplicate assistance benefits. 

Matching recipients against death records may reveal instances 

where these types of activities occur. The purpose of matching 

AFDC recipients against marriage records is to detect AFDC r€~cip

ients who remarry while receiving AFDC benefits. The continued 

or expanded use of marriage and death record matching,by most 

accounts,appears to be in doubt. In many states, death and 

marriage records often are not automated. do not contain SSNs, 

are not complete, and are not centralized. 

A number of states have conducted matching between AFDC 

recipients and motor vehicl'e records. Case workers and investi

gators review match reports to identify unusually expensive 

automobiles, vans, and pleasure boats as possible indicators tha.t 

recipients may have misrepresented facts about their assets or 

their need for assistance in general. Data concerning the 

success or feasibility of conducting motor vehicle matching 

are not available. 

A few states have experimented with the matching of AFDC 

recipients and school records. Two states are known to have 

conducted matching with elementary and secondary school oata
224 

to obtain supportive verification that dependent children in 

fact exist and live in the locale claimed by the AFDC head of 

household. When the SSNs of AFDC c1dldren do not exist in appro

priate school records, caseworkers or investigators may consider 

the appropriateness of taking a closer examination of the case 

for error or fraud. 

224 Ibid., p. 61. 
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225 

One state contacted by MITRE had also conducted an AFDC 

match with the enrollment records of the state univers~ty system. 

The primary purpose of this type of match is to verify the college 

attendance of AFDC-dependent family members 18 years of age or 

older. College students who are AFDC family members, may ,have 

their school expenses and any earned income discounted in the 

determination of the AFDC family's benefit payments. Thus, 

matching these college-age dependents with university attendance 

records guards against the AFDC head of household misrepresenting 

the status of these individuals to obtain illicit AFDC benefits. 

This type of matching may also identify student-aged family members 

who have dropped out of college without reporting this change of 

status. 

The utility of matching AFDC and school records has not 

been assessed. The federal government appears to believe that 

this type of matching has more potential than currently realized. 

This is because school records are becoming increasingly automated 

and more accessib1e.225 However, a number of state officials 

have questioned the legality of using these records for matching 

in their states,due to privacy restrictions. 

7.3 Selective Case Action Techniques 

Computer-aided selective case action is mentioned both in 

the literature and by some practitioners as another technique 

for improving the integrity of the AFDC program, This technique, 

as currently designed, focuses on detecting and preventing errors 

in AFDC cases. There is some indication that this technique 

may be similarly used to detect and prevent AFDC recipient fraud. 

Development and application of AFDC selective case actions, 

Ibid., p. 61. 
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primarily to address error, have been conducted as a federa11y

funded demonstration project in several states including West 

Virginia, South Carolina, Texas and the District of Columbia. 

Of the 19 state welfare ~gencies contacted by MITRE, however, 

none currently uses the selective case action technique to 
226 

directly address fraud in the program. Despite the apparent 

minimal usage of selective case action as a computer-aided, 

anti-fraud technique, its potential value as an anti-fraud 

strategy warrants examination. 

The selective case action technique involves the develop

ment of a statistical profile based on historical data regarding 

erroneous AFDC cases. This profile is~ in turn, applied to an 

existing AFDC case10ad as a basis for predicting cases most 

likely to contain errors. This information is then used to 

initiate special actions for those cases identified as error

prone br to prioritize cases in scheduling routine case action 

activities. Underlying the concept of the selective case action 

technique is the assumption that this is an effective means for 

allocating existing case management/case worker resources in 

order to reduce error. 

Experience with the use of selective case action in several 

states--West Virginia, South Carolina, Texas and the District of 
227 

Co1umbia--is well documented.. The specific approaches 

Only one state--Texas--contacted by MITRE during the telephone 
inquiries and site visits had actually used the selective case 
action technique. 

227 For instance see: Texas State Department of Public Welfare, The 
Automated Eligibility Redetermination Sys'tem/Error-Prone Profile 
Project Workshop Proceedings, September 27-29, 1976, (1977); 
Comptroller General of the United States, Fe1fare Payments Reduced: 
An Improved_Method for Detecting Erroneous Welfare Payments, GGD-78-
107, (February 5, 1979); and West Virginia Department of Welfare, 
Selective Case Action System, (Undated internal document). 
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implemented vary somewh~t among these states in terms of the data 

used to develop error-prone profiles, the statistical analysis 

performed to analyze and categorize error cases, and the subsequent 

case actions initiated when AFDC cases are determined to fit the 

established profiles. Despite difference in approaches, there 

are a number of steps that appear to be common to the development 

and implementation of all computer-aided, selective case action 

techniques. 

Figure 7-14 shows the basic steps involved in setting up 

and utilizing a selective case action system. The first step 

deals with the collection of pertinent data needed to develop 

error-prone profiles. To begin with, case characteristics thought 

to affect AFDC errors and the types of AFDC errors to be analyzed 

have to be selected. In order to meet statistical analysis 

requirements, data for the selected variables must be available 

for the entire caseload. Other considerations related to data 

collection include the accessibility of the information, the cost 

of gathering it and the cost of transforming it into a shape 

amenable to analysis. Quality Control data, routinely collected 

every six months and, in some states, placed in automated files, 

provides the best source of information detailing recipient error 

in the AFDC program. Data maintained in state master data files 

are usually the primary source for information describing case 

characteristics. In most of the states experimenting with 

selective case action techniques, an automated AFDC master bene

ficiary file exists, greatly enhancing the accessibility of the 

data while,at the same time,minimizing the cost involved in 

collecting the information and formating it into the shape required 

for subsequent analysis. In situations where state master case 

records are incomplete or absent, manual case files maintained 

by local welfare offices are used to obtain the required case 
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characteristic information. Use of individual case records, 

while probably more time consuming and more costly than using 

an automated state master file, may be necessary in order to 

collect all of the case characteristic data needed for analysis. 

Analysis of Quality Control data and development of error

prone profiles is the focus of the second step. Prior to any 

analysis, a decision concerning the use of the profiles must 

be made. For example, a series of profiles may be produced~ 

It should be noted that the analysis of case characteristics 

associated with intentional errors may be considered to be a 

direct anti-fraud application. With the exception of West Virginia, 

which reportedly uses selective case action as a means for ini

tiating intensive case reviews for possible fraud, the profiles 

which have been developed to date have apparently dealt with 

a general analysis of erroneous cases to aid in the prioritization 

of redeterminations.229 

based on: The statistical methods used by Texas, South Carolina and 

• an analysis of errors which have occurred during the 
application process, providing a basis for selective 
verification of eligibility information 

• an analysis of errors which have ('!ccurred in the 
redetermination process, providing a basis for 
selective verification in the redetermination of 
eligibility and the recalcu1ation'of benefits 

• an analysis of all agency errors which were identified 
during the most recent QC review period, providing 
a basis for selective case record reviews where 
there is a higher than normal probability of agency 
error 

• an analysis of client errors excluding misrepresentation 
cases, providing a basis for selective mail-~ut 
requests for information between redeterminations, 
and 

• an analysis of cases in which the QC reviewer con
cluded that there was intentional misrepresentation 
of facts by the recipient, providing a basis for 
special review of cases where there is a higher 
than normal probability that the recipient in
tentionally provided false2fgformati~~ during 
eligibility determination.' 

228 West Virginia Department of Public Welfare~ Selective Case Action 
Sys terns, p. 11. 
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the District of Columbia to develop the error-prone profiles 

comprised two phases.230 The first phase consisted of an 

examination of the frequency distribution of specific variables 

and selection of the best form of these variables for further 

analysis. Discriminant analysis, which was the crux of the 

second phase, assigned individuals to two (or more) groups on 

the basis of their scores on a test or on inherent character

istics. The analysis concentrated on distinguishing between 

error-prone and non-error-prone cases. Alternatively, error

proneness can be measured in terms of conditional probability 
. 231 

as was done in West Virg1nia. In both discriminant analysis 

and conditional probability analysis, use of computers and 

statistical packages such as SPSS greatly facilitated the 

complex analysis process. Once the profiles were developed. 

they were tested on another data base in order to determine 

229'Ibid. 

230 See Texas State Departmeht of Welfare, The Automated Eligibility 
Redetermination System/Error-Prone Profile Project Workshop 
Proceeding~September 27-29, 1976, (1977), pp. 23-33, for a 
discussion of the specific steps comprising each project's 
methodology. 

23l Ibid ., pp. 87-109. 
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their validity and make sure that the formulas used had the 

capability to select erroneous cases from the entire case

load.232 Since conditions may change, the formulas produced 

by the statistical analysis must be periodically re-examined 

and, if necessary, updated to ensure their continued useful

ness to identify AFDC cases with high potential for error. 

The third step in the use of a selective case action tech-

nique inyolves the application of error-prone profiles to exist-

ing AFDC caseloads. Typically, each case in the state's AFDC 

caseload,is assessed in terms of the previously developed error

prone profiles. This operation is usually a computer-based pro-

cess and is the major reason selective case action is considered 

a computer-aided technique. The application of the profile pro

duces scores for each case, distinguishes whether or'not the case 

is error-prone, and predicts the type of error (Le., error occur

ring during application, error occurring during redetermination, 

agency error, unintentional client error. or error due to client 

intentional misrepresentatiowwhich may occur. Computer-generated re

ports will advise case/eligibility workers to initiate such specific 

case actions as the welfare agency has prescribed for a particular 

type of error. To illustrate, the analysis;; may generate a redeter

mination schedule starting with cases that have the highest error

prone probability and, depending upon the sophistication of the 

analysis, it might even be feasible to identify the most likely 

problem area for each case (i.e., unrepo~ted income, father living 

in the horne, children 16 to 18 years old). This can greatly 

assist the caseworker and improve productivity by focusing the 

case review on specific factors (i.e. locating income sources, 

making home visits to verify children in home) most II likely to be 
;) in error. 

232'Comptroller General, Welfare Payments Reduced: An Improved Method 
for Detecting Erroneous Welfare Payments, (1977), p. 9. 
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Initiation of case actions, the fourth step in the use of error

prone profiles, j,s guided by managerial and procedural directives 

set up by individual agencies. These directives detail how 

particular types of welfare agency staff should 'respond to the 

information provided by the computer-generated selective case 

action reports. For instance, if the selective case action 

technique were designed to focus on redeterminations, the instruc

tions would deal with the interpretation of the computer-generated 

reports and how the information presented in the reports should 

be used by caseworkers to schedule, prioritize, and conduct re

determinations. Similarly, if the system were designed to identify 

error-prone cases for intensive review outside the routine re

determination process, the d~rectives would provide instructions 

concerning the types of eligibility factors that should be closely 

examined and the methods that should be employed given certain 

types of errors. This might include requesting involvement of 

specialized units or fraud investigators at a particular stage 

of a case review. 

Most selective case action techniques have been oriented 

toward detecting errors in AFDC cases, with little or no direct 

emphasis on detecting possible fraud. Therefore, existing assess

ments of the effectiveness of selective case action techniques 

examine the cap~bility of error-prone profiles to predict error 

and the subsequent impact on overall agency error rates. An 

assessment of the Automated Eligibility Redetermination System/ 

Error-Prone Profile project in Texas concluded that the cases 

identified as error-prone were found to have substantially more 

errors upon case review than the remaining cases. Further, cases 

noted as error-prone were approximately twice as likely to result 

in a change in the grant amount as cases not flagged by the 
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h . 233 tec nl.que. Despite these findings, the Texas Department of 

Welfare has discontinued the use of selective case action efforts. 

Two reasons for this decision have been given by state welfare 

officials. First, the state welfare agency lacked sufficient 

automated capabilities to fully implement the system on a state

wide basis. Second, there were some indications that the use of 

selective case action adversely affected case workers' morale 

because they felt that the technique denied them the opportunity 

to use their experience and exercise their judgment in initiating 

case review activities. 

A Congressionally-sponsored assessment of a selective case 

action demonstration project in the District of Columbia has 
234 

also been conducted. This assessment concluded that three 

error-prone profiles, developed for prioritizing redeterminations 

during the project, were more effective in discovering case errors 

than traditional scheduling methods. Additionally, the project 

evaluation found that errors uncovered through the use of the pro

files involved larger dollar amounts than those discovered by the 

previous redetermination scheduling system. However, after using 

the system for one yea~ little discernible change was in fact 

actually detected in case error rates. 

An assessment of the Selective Case Action project in South 

Carolina produced results similar to those found for both the 

Texas and District of Columbia projects. The South Carolina 

233Texas State Department of Public Welfare, Analysis and Advanced 
Systems Planning Division, AERS/EPP Project - Final Report, (June 30, 
1977), Appendix C. 

234 
Comptroller General, Welfare Payments Reduced: An Improved Method 
for Detecting Erroneous Welfare Payments, (1977), p. 9. 
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'1 error-prone profiles we~e twice as likely to identify cases in 
235 error than reviews conducted using random selection procedures. 

Although it appears that a formal assessment of the West 

Virginia effort has not been performed, available documentation 

suggests that the extensive (in comparison to other efforts) 

selective case action effort conducted there has been more 

effective than the case management approaches traditionally used 

to identify and deal with cases/in error. After using the 

selective case action technique for over two years, the state 

welfare agency estimated that the technique not only substantially 

reduced the number of erroneous AFDC cases, but also led to a 

reduction in the error rate due to misrepresentation (possible 

fraud) from 5 percent to 3.5 percent.236 

7.4 Selective Case Screens 

Eight of the 19 states contacted by MITRE reported occasion

ally using this technique as part of their overall anti-fraud 

strategy. In most instances, however, selective case screening 

was considered to be a secondary means for developing leads 

about AFDC fraud. Selective case screens involve the identifi

cation of a particular group of AFDC cases which are singled 

out for special examination and/or investigation by caseworkers 

or fraud investigators. This technique consists of a computer

aided edit of an AFDC data file to identify a subset of AFDC 

cases exhibiting a certain characteristic(s). Conducted on a 

post-payment basis, selective case screens are typically used to 

235Texas State Department of Welfare, The Automated Eligibility 
Redetermination System/Error-Prone Profile Project Workshop 
Proceedings, September 27-29, 1976, (1977), pp. 78-86. 

236 Ibid ., pp. 87-109. 
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detect cases in which the probability of error or fraud is con

sidered to be high. 

The concept underlying selective case screening is similar 

to that underlying the selective case action te~hniQue. However~ 

the two techniques differ in some key respects. One important 

difference is the method by which groups of AFDC cases are 

selected from the AFDC caseload for special attention. Selective 

screening does not employ statistical methods to predict which 

cases should be examined. Rather, cases are typically selected 

a priori from the AFDC caseload on the basis of policy decisions 

made by welfare staff and/or fraud investigators. These decisions 

incorporate the actual experiences and perceptions of these staff 

with regard to the kinds of cases or situations they believe most 

likely to contain fraud or error. For instance, a common type 

of computer-aided screen involves the use of addresses as a 

basis for selecting AFDC cases for review. Based on the belief 

that the potential for fraud is higher than usual when more than 

one AFDC check is mailed to a single address, some states have 

conducted a computer edit of the welfare agency's AFDC data file 

to identify addresses where several benefit checks are being 

mailed concurrently. Addresses of cases identified by this type 

of selective screen are examined, to determine their accuracy and 

legitimacy. An examination of the type of dwelling and the cases 

connected with these addresses may provide a case worker or fraud 

investigator with an early indication of fraud involving duplicate 

assistance payments. 

The criteria used in selecting cases for examination can be 

as extensive as the number of information items comprising each 

AFDC case record. Screens based on address information appear 

to be particularly common,as some experts contend that changes 
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in address are the best single indicator of possible fraud in 

AFDC cases: 

an address change may signal a change in cir
cumstances r,epresenting increased or decreased 
income, a change in family size requiring more 
or less space,or a truly fraudulent activity 
such as leaving the jurisdiction by establish
ing a mail drop. . •• Fraud can occur, too, when 
a recipient notifies a caseworker of case ter
mination, but the caseworker merely chan~es the 
address instead of terminating the case. 37 

Other types of selection criteria reported to MITRE include 

those identifying cases: 

• where the address reported is a post office box 
number 

• where recipients have reported multiple instances 
of lost or stolen AFDC checks 

• where college age children are members of the AFDC 
family, and 

• where the father both resides in the home and earns 
income. 

Operationally, computer-aided AFDC case screens are more 

likely to be used to selectively identify cases for special 

examination over and above routine case management and for 

distinctly anti-fraud purposes. Screens are usually employed 

as an agency response to a specific problem regarding case error 

or fraud, either identified by quality control review or as a 

result of charges of i\FDC abuses by the public or by a legislative 

Schechter and Oshel, Options for Reducing Fraud in the AFDC Program, 
(March 1977), pp. 38-39. 
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body. Fraud investigative units may also be responsible for 

initiating screens based on factors they have identified as 

important leads. 

Case reviews focus on examining eligibility factors asso

ciated with the criteria used in a particular screen. For example, 

case,reviews resulting from an address screen would focus on 

examining the accuracy and legitimacy of the address; similarly, 

a screen based on lost or stolen AFDC checks would be accompanied 

by reviews of the circumstances surrounding these events. 

Screening activities appear to be conducted less frequently 

and more informally than matching activities. The availability 

of case workers and investigative resources and the degree of 

reliance on matching techniques appear to influence an agency's 

decision of whether or not to conduct screening activities. No 

data were found concerning the utility of screens. Further, 

practitioners do not view screening to be a particularly effective 

me"ns for detecting fraud whell compared to the use of computer

aided matching techniques. This apparently accounts for the 

infrequent use of this technique~ which nonetheless appears to 

present several advantages: notably the incorporation of case

worker experience and institutional wisdom into the process of 

selecting variables for screening. 
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8. PROBLEMS RELATED TO THE USE OF COMPUTER-AIDED TECHNIQUES 

Problems specific to computer-aided techniques fall into four 

broad categories: 

• 

• 

• 

• 

the sufficiency of the data bases used by the 
techniques (Data Problems) 

the adequacy of the support given to the use of the 
techniques (Support Problems) 

the lack of information concerning the anti-fraud 
impact of various techniques (Assessment Problems), and 

the restrictions placed upon the use of techniques and 
associated data by privacy considerations (Privacy 
Problems) • 

The discussions of the data, support, assessment and privacy 

problems below relate primarily to AFDC computer-aided matching 

efforts, mainly because of their predominance in computer-aided, 

anti-fraud efforts in the AFDC program. Federal and statf~ 

officials also tend to concentrate on the problems associated 

with matching techniques. Actual operational experiences re

garding selective case action and case screening techniques 

were either too infrequent, too informal, or too idiosyncratic 

(i.e., too specific to a state) to draw any meaningful conclusions 

about problems associated with their general use. 

8.1 Data Problems 

Many of the problems related to the conduct of computer

aided, anti-fraud techniques may be attributed to the nature 

and scope of the data used. Persons involved in the design and 

use of computer-aided techniques noted three types of 
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data .... related problems that appear to impede the effective use 

of these techniques to prevent and detect fraud. These three 

problems concern: 

• the quality of data used to perform computer-aided 
matching techniques 

• the adequacy of comparison criteria used to conduct 
matching techniques,and 

• the quality an~ specificity of information generated 
via computer-aided matching techniques. 

8.1.1 Data Quality 

The data used to perform the various types of computer-aided i 

anti-fraud matching techniques are often criticized as being 

outdated, inaccur~1.te, incomplete, and insufficient in scope. 

As indicated in the previous chapter, 'the most prevalent types 

of income matching rely on wage data that are' typically several. 

months to over a year old before they are available in automated 

form for matching. Individuals may commit fraud for long periods 

of time before being detected by matching programs using dated 

wage information. Further, due to this time lag, individuals ' 

identified via matches who may have been defrauding the program 

may no longer be receiving benefits; some because they have left 

the area and others because their case was terminated. Given 

the workload and priorities in most state and local agencies, it 

is unlikely that these terminated cases, even though identified 

by computer-aided techniques, would be pursued further. 

Complaints about both the AFDC dat,a files and other data 

files used to conduct computer-matching suggest that inaccuracies 

and missing information in these files,result i~ exceedingly high 
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numbers of invalid matched cases. Each match must be reviewed 

by caseworkers or i.nvE'stigators in order to determine the 

validity of the match. A high percentage of invalid matches 

resulting from inaccurate or incomplete data can consume valuable 

staff time and reduce productivity. For example, delays in 

posting case records for new recipients and removing old cases 

from data files can result in many matches which would not occur 

if the files accurately reflected current eligibility status. 

Similarly, inaccurately recorded SSNs, or the improper use of 

the same SSN for a mother and all her children, can result in 

matches which are invalid. At the same time, inaccurate infor

mation in the data files used to conduct matches with AFDC files 

can also diminish the utility of matching efforts. For instance, 

inaccurate data in the employment earnings file, maintained by 

a state employment security agency 0'* by the SSA, can result in 

many hours of perhaps avoidable casework at the local level. A 

misreported earnings statement could lead welfare agencies to 

believe a discrepancy exists between income reported for AFDC 

eligibility and actual earned income when, in fact, no discrepancy 

exists. A misreported or missing employer address for a matched 

recipient could result in caseworkers spending scarce time to 

determine the correct address so a match report can be further 

processed. 

Data files of limited scope (i.e., files containing minimal 

information about recipients, their earnings and their AFDC 

elibility) also restrict the utility of computer-aided matching 

techniques. Matches produced from such data files provide 

little information needed by welfare agencies to discriminate 

and/or prioritize their review activities. 

The problems of data quality substantially restrict the 

utility and further growth of computer-aided techniques in 
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three ways. First, a number of state and local officials 

criticize computer-aided, anti-fraud techniques because the 

accuracy of all matches must be confirmed by independent 

manual checks. 

Second, many practitioners believe that computer-aided 

matching techniques result in inor.dinate amounts of valuable 

staff time being misspent checking on matches which may have 

been avoidable given more accurate data and more comprehen

sive data bases. Some practitioners contend that more timely, 

accurate and comprehensive data would allow computer-aided. 

front-end screening to eliminate many unfounded matches prior 

to initiating manual case review procedures. 

The third problem caused by poor data quality is the 

negative effect it has on the proportion of workable fraud 

cases identified. Many of the fraud investigative personnel 

contacted by MITRE contend that poor data quality has negated 

much of the utilitj\nf"ctlrrent techniques. The matching )) 

efforts depicted in Figures 7-7 and7-9 above indicate that 

the number of suspected fraud cases uncovered can be relatively 

small in proportion to the number of cases initially 

identified by matching efforts. Hore timely, accurate 

and comprehensive data available for matching could improve the 

perceived utility of existing techniques by reducing the 

number of matches found to be invalid or inaccurate after time-

consuming manual case reviews. 
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8.1.2 The Adequacy of Matching Criteria 

The adequacy of the criteria used to compare AFDC files 

against other data files is often mentioned as limiting the 

utility of computer-aided matching techniques. Existing 

techniques are often criticized because they frequently depend 

on the matching of data that are susceptible to error, easily 

falsified by recipients and subject to inaccurate recording. 

Almost always, the comparison of data files relies primarily on 

Social Security Number and, secondarily, on name, date of birth, 

and sex. When these types of data are inaccurately recorded 

in data files (for whatever reasons), the effectiveness of 

matching techniques is diminished. 

The use of the Social Security Number for matching appears 

to present a particularly significant problem. Although the 

SSN is the most commonly used of matching criteria, and in ~any 

cases the sole criterion, it is known to be easily falsified 

by recipients and commonly misrepresented to welfare workers. 

Many agencies do not or cannot adequately validate SSNs to 

ensure that the number provided at application is that of the 

AFDC recipient requesting assistance. The nine-digitSSN 

also lends itself to transposition of numbers when recorded 

by eligibility workers at intake and when posted to automated 

files. When this occurs, the SSN is no longer a viable matching 

key for that particular recipient. Because of the time and 

resources involved, it is not feasible for welfare agencies to 

recheck large numbers of SSNs for recording err.ors prior to 

conducting computer-matching. 

\\ 
Other matching criteria which ~ave been employed such as 

name, date of birth, and sex (in combination with SSN) present 
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similar problems. Names, for instance, are easily denatured 

by simple changes in spelling or by using distinct aliases. 

Fraud investigators contend that the use of most matching 

criteria is of minimal value with respect to detecting more 

sophisticated (and presumably more serious) attempts by recipients 

to defraud the AFDC program. This is because these types of offend

ers apparently know that they can escape detection bv establishing 

one or more false identities, with the use of different SSNs, 

names, crates of birth and other supporting identification such 

as drivers' licenses and birth certificates. It is extremely 

difficult for computer-aided matching techniques to associate 

these apparently valid multiple identities. In this regard, 

matching techniques are often criticized for directing investi

gative attention and resources to large numbers of less 

sophisticated cases, involving relatively small dollar amounts 

per case. 

8.1.3 The Quantity of Information Generated Via Computer-Aided 
Techniques 

Another common problem regarding most computer~aided tech

niques relates to the large volume of matches produced. The 

matches generated by these techniques must be verified for 

accuracy by staff in local welfare offices and, if found to 

be accurate, manual case reviews must be conducted. This problem 

is exacerbated in many instances when multiple matching 

activities are conducted in a state, thereby increasing the 

demands on local caseworkers and investigative staff. Practi

tioners typically voice two complaints in this regard. First, 

existing computer-aided techniques lack the needed specificity 

to eliminate poor matches prior to initiating manual case 
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reviews. This criticism relates directly to problems previously 

mentioned concerning the quality and scope of data used for most 

matching techniques. An excessive amount of time must be devoted 

to manually verifying information and checking records to reap 

the full utility of most computer-generated information. Local 

welfare agencies often feel that the number of cases of serious 

error or fraud uncovered by processing computer-generated 

information is too small to justify the necessary allocation 

of staff resources. This combination of low yield and large 

amounts of time and staff resources required to process computer

generated information results in ,an unfavorable cost/benefit 

ratio for most techniques. To improve this situation, some 

practitioners feel that computer-aided matching techniques 

must be refined to be more selective 'in identifying cases for 

local review. For example, selectivity might be enhanced by 

automatically comparing periods of AFDC eligibility in AFDC files 

with periods of earned income'in wage'data fi1es'to better 

determine if a match truly represents a case of unreported 

income. 

State and local officials also suggest that the voluminous 

reports produced by multiple ~atching activities and selective case 

screens should be centrally consolidated before they are forwarded 

to local agencies for processing. For instance, information 

from BE~DEX, ES matching, and address screening could be 

combined into a consolidated computer-generated report. This 

would reduce duplicative information verification and case 

reviews at the local level. Some states (e.g., Pennsylvania, New 

York) have begun to consider this approach in connection with 

the development of new AFDC management information systems. 
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8.2 Support Problems 

It should be clear from the previous examination of the 

various computer-aided techniques that their success, to a large 

extent" depends on the support provided to them by agency 

management. The utility of these techniques to uncover error 

or fraud is only realized when identified cases are followed 

up by caseworkers and investigative staff. The most frequently 

mentioned support problems involve: 

• 

• 

• 

8.2.1 

insufficient electronic data processing (EDP) 
capabilities 

lack of personnel resources required to support 
matching activities, and 

absence of formal procedur'es related to the use 
of the techniques. 

Insufficient EDP Capability 

As indicated earlier in Section 3.4, insufficient EDP 

support is endemic to the administration of the entire AFDC 

program. This overall problem particularly hampers the current 

use of computer-aided techniques and impedes efforts to enhance 

current systems so that they can better assist state and local 

welfare agencies in dealing with recipient fraud. 

Necessary information concerning AFDC recipients is often 

not automated so as to allow additional computer-based processing 

to reduce the number of spurious matches while improving the 

ability of these techniques to identify cases with a high proba-

bility of fraud. 
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Computer-aided, anti-fraud techniques also directly compete 

with other automated agency operations for limited electronic 

data processing equipment and time. The competition appears to 

limit both the adoption of new techniques and the improvement 

of existing techniques. For example, many welfare departments, 

con.cerned primarily with providing services to clients in a 

timely fashion, have computerized many facets of their operation 

including client status files and check delivery systems. At 

the same time, at least some welfare fraud investigative units 

are attempting to secure funds to support the development and 

implementation of a case tracking system designed to monitor 

the results of matching activities and the progress of AFDC 

fraud investigations. Confronted with competing requests for 

scarce EDP resources, AFDC administrators have had to make some 

hard choices regarding where the greatest need exists. Providing 

additional EDP support to enhance computer-aided, anti-fraud 

techniques would require difficult trade-offs between improving 

service delivery vs. increasing program integrity. Acquisition 

of more electronic data processing equipment or computer time 

is a possible option, but in the present climate of fiscal 

belt tightening, new funding is hard to find. 

8.2.2 Lack of Personnel Resources 

Computer-aided matching techniques typically identify a sub

stantial number of suspect AFDC cases. Each case earmarked 

by the computer must be examined in-depth to determine whether 

the match is valid and, if so, whether a full-fledged fraud 

investigation is warranted. The large number of cases to be 

reviewed frequently outstrips the available staff resources, 
\ 

ct\~ating a serious work backlog. This backlog, in turn, 

f' 
1) 
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generates a ripple effect, first engulfing case/eligibility workers, 

later impacting on fraud investigators, and finally affecting 

prosecutors. 

Discussions with various state and local welfare officials, 

fraud investigators, and prosecutors indicated that there exists 

a substantial need to commit greater personnel support to improve 

the utility of computer-aided, anti-fraud techniques. Many wel

fare agencies would need to upgrade their data processing staff 

in any effort to enhance existing techniques or develop new ones. 

Bolstering data processing staff may also, in the longer term, 

lessen pressures on local caseworkers and investigators. More 

sophisticated matching techniques will result in better quality 

matches and more efficient use of the match information at the 

local level. 

In some agencies, information provided by computer-aided 

techniques is either not used or is used in a limited way in 

fraud investigations; matching is viewed more as a management 

aid to administratively control AFDC benefit over-payments. 

Incentive for caseworkers to look for fraud in cases identified 

by computer matching may be low because of the apparently pre

vailing staff belief that matching techniques are a relatively 

low-payoff means for pinpointing fraudulent cases. However, com

puter matches and selective screens are more effective as anti

fraud strategies when welfare agency staff are energetic in using 

them, and staff are most likely to be energetic when they view 

welfare fraud as a serious offense. Thus, when such a view exists, 

the agency, in turn, is more likely to provide strong personnel 

support to ensure that computer-generated leads are vigorously 

pursued by local welfare staff to assist the detection of AFDC 

fraud. This is apparently why a number. of agencies believe that 
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fraud investigative units should be responsible for developing 

and applying their own computer-aided techniques. 

Shortages of investigative staff have hindered the use and 

continued growth of computer-aided techniques in some instances. 

A number of state and local investigative units are reporting 

serious difficulties in allocating sufficient staff time to 

attend to cases of suspected fraud flagged by these techniques. 

These units have excess 'Workloads prior to the use of computer

aided techniques. Additionally, some investigators tend to 

view the cases uncovered via computer-aided techniques to be 

generally less serious than those uncovered via other methods. 

Because of this situation, investigators feel that the use of 

computer-aided techniques must be coordinated with and take into 

account the availability of investigative resources. It also 

appears that the implementation of new computer-aided techniques 

will be slowed until investigative resources are either increased 

significantly or until it is demonstrated to investigators that 

these new techniques have substantially higher payoffs than 

methods presently being usecl,. 

The use of computer-aided techniques, because they increase 

the volume of cases to be investigated, also have the potential 

to increase the number of cases to be prosecuted. In many juris

dictions, prosecutors are not inclined to undertake the criminal 

processing of a large number of AFDC fraud cases in the face of 

a mounting caseload of violent or serious property crimes. When 

prosecutors continue to limit the filing of AFDC fraud charges, 

welfare agencies tend to question the practicality 9f seeking 

criminal sanctions against fraud. Computer-aided techniques would 

aggravate rather than alleviate this situation. 
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8.2.3 Absence of Formal Procedures 

Some jurisdictions have developed formal procedures for 

coordinating case processing from the time a case is identified 

by the computer through the decision to prosecute.. In a number 

of jurisdictions, however~ such procedures are lacking. There 

are no clear instructions concerning the verification of computer

generated reports. Caseworkers don't know how they are to use the 

information provided by computer-aided matching, or how they are 

to prioritize the identified cases in order to efficiently 

conduct case reviews. Efficient use of this computer-generated 

information requires detailed instructions concerning courses 

of action to be taken when certain difficulties arise during 

case reviews. For instance, caseworkers should be instructed 

on how to deal with a case when the manual record contains a 

name different than that indicated on the match report. 

Similarly, formal procedures are clearly needed to coordinate 

matching operations and investigations involving two or more 

jurisdictions. 

At another level, procedures are also seen as critical in 

encouraging,across different organizational elements, the 

coordination necessary to make effective use of the results of 

computer-aided techniques. Specifically, investigators n.~ed 

to ~learly communicate to caseworkers what c.riteria to apply. in 

referring cases for formal investigation. In turn, investiga

tors and prosecutors need to mutually agree upon guidelines for 

channeling fraud cases into the criminal justice system. Periodic 

reviews of formal policies and guidelines are necessary to ensure 

the smooth functioning of an agency's computer-aided, anti-fraud 

efforts. 
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8.3 Assessment Problems 

Commi.tment to the use and expansion of computer-aided, 

anti-fraud techniques appears to be impeded by the lack of 

information regarding their effectivenss and cost, particularly 

in comparison to other methods of preventing and detecting 

AFDC recipient fraud. Presently, the utility of these techniques 

is uncertain in a number of ways. Some assessments tend to 

focus on computer expenses and ignore related case processing 

and investigative cost. Many state and local welfare officials 

believe that this approach grossly underestimates the true 

cost of using computer-aided techniques. Other assessments 

emphasize the amount of error detected through the review of cases 

identified by these techniques, rather than the number of 

fraudulent cases uncovered. Still other assessments are based 

on subjective judgements concerning the deterrent value of 

publicity surrounding the use of these techniques and the 

successful prosecution of a few cases identified via these 

techniques. Inadequate evaluative information prevents welfare 

officials from making a strong case for the commitment of 

additional funds both for supporting existing techniques and 

for developing new ones. 

8.4 Privacy Problems 

Computerized matching pf AFDC recipient files with other 

data bases brings into focus the tension between the maintenance 

of program integrity and the protection of the rights of 

recipients. 238 Proponents of matching programs contend that 

238 "OMB: Privacy Act of 1974 - Supplemental Guidance for Matching 
Programs," The Federal Register, Vol. 44, No. 76, (April 18, 1979), 
pp. 23138-23142. 
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these programs are essential to preserving the integrity of 

public assistance programs by preventing and detecting fraud 

and abuse. They also maintain that computerized matching efforts 

will result in substantial savings of total AFDC program 

expenditures. Critics question the efficacy of matching programs 

on several grounds. First, it is argued that matching programs, 

by their very nature, are intrusive and therefore pose a threat 

to personal privacy. Second, they express reservations as to 

whether the perceived benefits of matching programs are suf-

ficient to outweigh either privacy considerations or the costs 

involved in conducting a matching effort. Finally, critics 

fear that the due process rights of individuals targeted by the 

match program may be violated. 

This conflict poses a nwnber of problems with respect to 

the design and utilization of computerized match programs. Key 

among these problems are: 

• Under what circumstances is the operation of a 
match program justified? 

• What are the permissible parameters of a match 
program? 

-Who will conduct the match? 

-Which data files will be compared? 

-vfuat is the relationship between the data used 
for the match and the purposes for which the 
information was originally gathered? 

-How long will the mate,hing program last? 

• What will be done with the records when the match 
is completed? 

• What procedural steps will be instituted to verify raw 
matches and to ensure the personal rights of individuals? 
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Recognizing these problems and the correspondi;~\g obligation 

to achieve a balance between sustaining the integrity of public 

assistance programs and protecting the personal privacy of 

individuals, the federal government has promulgated two sets 

of regulations governing the operation of computerized matching 

programs involving AFDC files. One set of regulations, prepared 

by the Office of Management and Budget (OMB) , concerns the conduct 

of computerized matching programs by federal agencies. 239 The 

second set of regulations, developed by HEW, mandates that state 

AFDC agencies use wage info1~ation maintained by the Social 

Security Administration and by state Employment Security 

agencies to deteIIDine public assistan~e eligibility and 

b f
" 240 ene ~ts. Both sets of regulations are important in that 

they apply to the major computer-aided techniques (ES and 

SER Matching and Project Match) currently conducted by the 

federal government and the states. Additionally, these 

regulations are likely to set a precedent regarding personal 

privacy rights with respect to the development of new computer-· 

aided, anti-fraud techniques. Both sets of regulations are 

discussed in the sections below. Emphasis is given to the OMB 

regulations, since they are broader in scope and more directly 

concerned with the issue of personal privacy. 

8.4.1 OMB Regulations Concerning Computerized Matching Programs 

The regulations governing the computerized mat.ching of 

individuals' records, issued by the Office of Management and 

239 Ibid. 

240 "Aid To Families with Dependent Children - HEW/SSA Proposes Rules 
Concerning Access to Wage Record Information," The Federal Register, 
Vol. 44, No.8, (January 11, 1979), pp. 2404-2407. 
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Budget effective March 30, 1979, are a supplement to the 1974 

Privacy Act. The OMB guidelines apply to all agencies covered 

by the Privacy Act of 1974 and to all computerized matching 

programs conducted by federal agencies. Additionally, these 

regulations apply to the disclosure of any records maintained 

by a federal agency for use in a computerized matching program, 

whether conducted by another federal agency or by a non-federal 

agency. 

The OMB regulations consist of five major components. 

These components are: 

• 
• 

• 

• 

• 

definitions of key terms 

contents of a feasibility report justifying the 
proposed matching technique and describing its 
parameters 

requirements regarding the operation of the 
matching techniques 

requirements concerning the termination of the 
program and the disposal of records,and 

guidelines for source agencies (which provide the 
comparison data bases) invited to participate in 
the matching program. 

The components cover the development and operation of computerized 

matching programs and describe the use and disclosure of personal 

records maintained in automated data bases.241 

Definitions of key terms provide a frame of reference for 

persons involved in the design and utilization of matchl."ng programs; 

The Federal Register, Vol. 44, No. 76, (April 18, 1979), pp. 23138-
23142. 
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included among the terms defined are "personal records," 

"matching program"," "matching source," and "hit." 

The second component specifies the table of contents of a 

required feasibility report to be prepared by the agency 

proposing to conduct the match. This report must be submitted 

to the Director of OMB, the Speaker of the House of Representa

tives and the President of the Senate 60 days prior to 

inaugurating matching activities. The threshold criterion to 

be addressed in the feasibility report deals with the costs and 

benefits of conducting a matching program. "A matching program 

should be undertaken only if a demonstrable financial benefit 

can be realized that significan.tly outweighs the costs of the 

match and any potential harm to individuals that could be 

caused by the matching program." 242 According to the 

OMB regulations, a cost-benefit analysis should, at a minimum, 

incl ude: 243 

• 
• 

• 

estimates of losses due to fraud, abuse and error 

estimates of the number of recipients receiving 
benefits who are ineligible 

estimates of the amount that could be recovered 
or saved by identifyd.ng ineligible recipients and 
terminating improper payments 

• estimates of the potential savings that could be 
realized through the deterrence of ineligible 
applicants 

242 Ibl." d., 23139 p. • 
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• estimates of the costs of conducting a match 

• estimates of the costs of following-up on "hits" 

• assessments of the extent matching may discourage 
individuals from exercising their rights, and 

• analyses of alternative methods for limiting fraud 
and abuse. 

However, it should be noted that the frailties of a cost/henefit 

analysis of this type are 3 of course, well known. Estimates of 

both costs and benefits arp, very difficult to accurately define 

and quantify to permit a valid analysis. Additionally. estimates 

may easily be subject to manipulation for a variety of reasons, 

including self-interest and political pressure. 

The feasibility report must also present a comprehensive 

description of the proposed matching program. This description 

should include:
244 

• the starting and estimated completion dates of the 
program 

• a description of the personal records to be matched 

• the source(s) from which records will be obtained 
and a copy of the routine use or description of 
any other authority by which records will be disclosed 

• the procedures to be followed, both in the actual 
matching, and in following-up 01'). "hits" 

• a discussion of how individuals' privacy and other 
rights will be protected, for example, limitations 
on the amount of information maintained, or on 
improper access to records 

, 244Ib l.' d . , 23140 p. • 
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• the safeguards to be applied in the design and 
operation of the matching program to protect 
against unauthorized access or disclosure of 
personal records, consistent with the require
ments of OMB circular No. A-7l~ Transmittal 
Memorandum No.1 dated July 27, 1978 

• the kinds of records which will be disclosed as a 
result of the match and those individuals to whom records 
will be disclosed, including the basis for any routine uses 

• the plans for disposal of records developed in 
connection with the conduct of the matching programs, 
including the.records on "hits" and any additional 
information maintained on the "hits",and 

• an identification of all federal and non-federal 
organizations (including contractors) involved in 
performing the match and the roles to be performed 
by each organization. 

Relative to operating requirements, the regulations dis

courage the use of outside contractors to perform the matching 

activities. The matching agency is encouraged to provide the 

","source agency (which maintains the comparison data file) with a 

copy of the feasibility report which presents the cost-benefit 

analysis and outlines the plans for the matchin.g program. 

Procedures must be set forth concerning a transfer (or disclosure) 

of data files from the source agency to the agency conducting 

the matching activities. Routine use, defined in terms of how 

the disclosure is compatible with the purpose for which the 

information was originally gathered, is cited by O}ll as the 

primary justification for permitting release of personal data 

by source agencies. Other legal statutes allowing disclosure, 

such as the Freedom of Information Act, are also noted. as a 

permissible basis for the transfer of data files containing 

personal information. In any case, release of personal infor

mation must be preceded by a notice in the FedeJ;",al Register 

outlining conditions of the disclosure. 
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The regulations mandate that personal records contained in 

comparison data bases be destroyed or returned to the source 

'h' , th Sl.'ml.'larly, information related to agency Wl.t l.n Sl.X mon s. 

"hits" should be destroyed within this time frame, unless the 

data are part of on-going law enforcement or administrative 

activities consistent with the purpose of the matching program. 

Finally, the matching agency should notify OMB in wr,iting 

regarding the completion of matching activities and the dispo

sition of data files and associated personal information. 

The last major component of the regulations deals with the 

role and obligations of source agencies participating in anti

fraud matching programs. General procedures are rresented to 

provide the source agency with guidelines concerning decisions 

to participate in matching programs and the conditions permitting 

the transfer of data files containing personal records. 

8.4.2 HEW Regulations Concerning Wage Record Matching Programs 

The HEW regulations regarding the use of wage data in the 

AFDC program are contained in Section 411 of Public Law 95-216. 

Enacted in December 1977 and taking effect on October 1, 1978, 

these regulations mandate state welfare agencies to use the 

information contained in Social Security Administration records 

or State Employment Security files to assist in determiniTh~ AFDC 

eligibility and payment amounts. At the same time,these regu

lations are intended to provide guidelines to the states concern

ing the use of computer-aided, income matching techniques 

designed to reduce error rates and to curtail fraud and abuse in 

the AFDC prQgram. The use of the Social Security Number as the 

key element for conducting matching activities 1s encouraged; 

moreover, the regulations permit the use of wage data obtained 

via matching activities as evidence in any investigation or 
8-20 
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prosecution of recipients suspected of fraudulently obtaining 
245 

AFDC benefits. 

Specific guidelines are included in the HEW regulations 

governing the operation of wage-related matching efforts and 

the disclosure of personal data. Among the key areas addressed 
246 

by the HEW regulations are: 

• definition of wage information 

• access to wage information maintained by agencies 
administering state unemployment compensation 
laws and by the Social Security Administration 

• maintenance of an automated file to facilitate 
requests for wage information 

• access to wage information with regard to specific 
agreements between the state agency and the agency 
furnishing the information,and 

• reports and maintenance of records. 

The HEW regulations, like the OMB regulations discussed in 

Section 8.4.1 above, deal with the p'rocedural aspects of the 

conduct of wage-related matching programs and address the issue 

of personal privacy. Access to and dissemination of the ihfor

mction contained in the data files used in the matching program 

is to be restricted and determined on a "need to know" and 

"right to know" basis. The data are to be stored in a place 

245rhe Federal Register, Vol. 44, No.8, (January 11, 1979), pp. 2404-
2407; also see, James J. Trainor and Ronald J. Lentz, Use of 
Income Data in the Administration of the AFDC Program, DHEW, July 
1978, pp. 10-21. 

24~he Federal Register, Vol. 44, No.8, (January 11, 1979), pp. 2400-
2407. 
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physically secure from access by unauthorized personnel. Finally, 

keywords, passwords and other safeguards are to be used to 

prevent unauthorized persons from accessing the automated files. 

8.4.3 Scope of Federal Regulations and Related Privacx Problems 

The OMB and HEW regulations described above have, to some 

extent, clarified many of the privacy concerns arising in the 

development and operation of computer-aided, anti-fraud matching 

techniques. First, and perhaps most important, these regulations 

provide guidelines to protect individual privacy with respect 

to the use of computer-aided matching techniques to curtail fraud 

in the AFDC program. Previously, some critics have argued that 

computer matching represented an unwarranted invasion of AFDC 

recipients' privacy. The regulations, however, tend to confirm 

that matching is an integral aspect of AFDC administration. 

Second, the regulations clearly permit the use of individual 

SSNs for conducting comparisons between AFDC files and other 

wage data bases. Third, both regulations explicitly address 

the need to protect and control the use of information produced 

by computer-aided matching techniques. By addressing these needs, 

the regulations recognize that "raw hits" generated by computer 

matching can be extremely damaging to individuals, particularly 

when disseminated to those who are ignorant of their significance. 

As previously noted, "raw hits" cannot be equated with fraud. 

Therefore, this information must be carefully controlled to guard 

against abridgments of privacy and due process. 

While HEW regulations goverhi~g access to wage record in~or

mation and OMB regulations concerning the operation .of matching 

programs are extensive in coverage, they are less than absolute. 

They do not apply to a number of the more unique ma;'cching 

activities conducted by state AFDC agencies such as those 
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involving bank records, state income tax rolls or school rosters. 

Typically, access to these data bases is governed by a variety 

of state privacy laws and regulations and by AFDC directives. 

As may be expected, differences exist among the states with 

regard to the legality of accessing such data bases by welfare 

agencies. Michigan, for example, has enacted a law specifically 

permitting the state AFDC agency to access records of private 

employers in order to conduct payroll matching. Other states use 

informal agreements to obtain access to outside data bases for 

matching purposes. The permissibility of this access is of course 

open to challenge in the courts. 

It is too early to determine the impact of the regulations 

promulgated by HEW and OMB on the use of computer-aided matching 

techniques, especially in relation to the protection of personal 

privacy. State officials (contacted by MITRE), who are currently in

volved in computerized matching programs, generally contend that 

problems related to privacy considerations appear to be minimal. 

They indicate that the HEW regulations regarding income matching 

have helped alleviate earlier privacy-related concerns such as 

those dealing with conditions permitting access to outside 

data bases, procedures governing the conduct of the matching 

process, and measures controlling access to data files. 

However, they also confirm that the federal regulations may 

inhibit the conduct of the other state-level computer matching 

efforts, such as those involving school or bank records. The 

cost involved in conducting federally-mandated income matching 

with Social Security Administration or state Employment Security 

agency data may limit the amount of funds available for performing 

other types of matching activities. 
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A recent matching program performed in Massachusetts high

lights problems related to the confidentiality of welfare records, 

the dissemination of information generated by matching activities, 

and due process. In this particular in.stance, the state govern

ment alleged publicly that all AFDC recipients identified by 

the matching effort were fraudulently receiving public assistance. 

These AFDC recipients were summoned to report to the appropriate 

welfare offices to undergo a case eligibility review. The 

accusation and the actions of the state AFDC agency triggered 

strong reactions by welfare recipients and their representatives who 

charged the Massachusetts Welfare Department with harassment, 

accused the state government of violating state and federal due 

process laws, and instituted a law suit to stop the state's 

investigation. The Massachusetts Law Institut'e (a public interest 

legal group) pointed out that a match does not equate with 

fraud, but merely suggests the need for case review. A raw 

match must be verified before the case can be directed toward 
. d i . . . 247 

possible criminal proceed~ngs or a m n~strat~ve act~on. 

It is important to note that state and local operating 

agencies, confronted by complex and frequently changing regulations, 

may sometimes fail to translate federal or state policies--such 

as those intended to restrict access to data files used in 

matching activities--into practice. As a consequence, the 

privacy of individuals may be violated, however unintentionally, 

and the risk becomes higher as a greater variety of data bases 

are used for matching across states and among different 

24i Tom Riley, "King: 14,468 Welfare Cheats," Boston Herald American, 
March 10, 1979, p. 1; also see,Walter V. Robinson, "State Sued on 
\\Telfare Probe," Boston Globe, March 28, 1979, p. 23. 
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benefit programs. To resolve this problem, the Privacy Commission 

has offered a number of recommendations: 248 

• each state should develop and adopt a statute 
mandating certain minimum record-keeping require
ments and detailing privacy and confidentiality 
policies 

• each state should develop collateral data verifi
cation procedures within boundaries prescribed 
by federal guidelines, and 

• AFDC applicants/clients should be told about data 
collection practices and informed about any 
matching efforts. 

The receptivity of states toward implementing the Commission's 

recommendations is uncertain at this time. Personal privacy 

considerations are important in the design and operation 

of computerized AFDC matching programs, as are the needs to 

improve program integrity. A delicate balance must be . 

preserved between these two requirements. 

248privacy Protection Study Commission, Personal Privacy in an Infor
mationSociety,(p.S. Government Printing Office: July 1977)~ 
.Chapter 11. 
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9 . THE POTENTIAL ROLE OF LEAA 

Primary responsibility for administration and fraud control 

in the AFDC program rests with HEW (especially the newly created 

Office of Inspector Geileral) and state and local welfare depart

ments. It appears that the LEAA, in its general law enforcement 

role, could contribute usefully to such administration and control 

with respect to the operation of computer-aided, anti-fraud tech
niques in a number of ways. 

To begin with, LEAA could help develop a clear-cut law 

enforcement policy position concerning the seriousness of AFDC 

recipient fraud at federal and state levels. Such a position would 

need to emerge, however, from a general review of crime control 

policy, involving an examinatio~ of the welfare fraud priority 

in relation to other types of crimes that are targeted by current 

activities. New initiatives in this area by LEAA could be consi

dered inappropriate on several grounds: the nonviolent nature 

of the crime; the social characteristics of the problem (AFDC 

recipient fraud is seen by some as an inevitable reflection of 

the ills of a capitalist economy); the shrinking LEAA budget; and 

the recent resurgence of street crime.. If, however, a policy 

decision is reached that public assi",: -ld (and AFDC fraud 

in particular) is serious enough to warr&nt intensified federal 

involvement, then the LEAA, in conj unction with Hml1, should: 

• evaluate the fraud-control effectiveness and costs of 
various anti-fraud strategies including computer-aided 
techniques, hot-lines, hopper alerts, and various case 
maintenance activities 

• support analytic efforts designed to increase the 
"hit ratio" of computer-aided techniques 

• conduct studies of prosecutorial activities with 
regard to recipient fraud, and 
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• coordinate criminal justice system efforts with 
those of HEW so as to achieve maximum impact 
on recipient-fraud reduction. 

9.1 Evaluation of the Effectiveness and Costs of Anti-Fraud 
Strategies 

A number of strategies are being employed to curtail recipient 

fraud in the AFDC program. For example, some states emphasize the 

use of various computer-aided matching techniques to detect 

recipients who intentionally underreport or fail to report earned 

income. Other states feel that detection-oriented actions stop 

some on-going fraud, but only after the loss of substantial public 

funds. Hence, they tend to rely on preventive measures such as 

hopper alerts and front-end screens, often in combination with 

computer-aided matching efforts. 

Little information is available regarding the effectiveness 

and costs of specific anti-fraud strategies. Further, t.hose evaluative 

data which exist are largely beset by methodological problems, 

limiting the utility of the data and rendering comparisons among 

strategies meaningless. Rigorous evaluations of specific anti-

fraud activities, combinations of activities, or overall agency 

approaches can provide decision-makers with reliable information 

in addressing a number of issues such as the comparative effective

ness of various anti-fraud techniques, the appropriate level of 

support resources, as well as the need to either modify present 

activities or develop new approaches to curtailing recipient fraud. 

9.2 Support Analytic Efforts Directed Toward Improving the "Hit Ratio" 
of Computer-Aided Techniques 

Examination of current computer-aided, anti-fraud matching 

efforts reveals a low "hit ratio" in proportion to the number of 
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suspicious cases initially identified by the techniques. The 

accuracy of each match must be confirmed by local case workers 

through independent, time consuming manual case reviews. Prac

titioners contend that better data bases, containing more accurate, 

comprehensive and timely information, would improve the utility of 

the computer-aided techniques by eliminating many invalid matches 

prior to the initiation of manual review procedures. 

To improve the performance of computer matching techniques 

(for example, the "hit ratio"), more analyses are needed. This 

might involve the determination of the following: 

• which information items have the greatest 
impact on eligibility and benefit decisions 

• which types of information are most frequently 
misrepresented during application 

• what types of review procedur.es are necessary to 
check the validity of the matches, and 

e which data bases have the greatest payoff potential. 

Analyses of these types should take into account the need for increas

ing the coordination among welfare agency staff, fraud investigators, 

and prosecutors. New case management approaches, case screening 

procedures and statistical analysis methods should be explored with

in a unified context. 

9.3 Conduct Studies of Prosecutorial Activities Concerning 
Recipient Fraud 

Welfare agency staff, especially fraud investigators, fre

quently complain that AFDC fraud is not vigorously prosecuted. In 

this regard, several problems appear paramount. Welfare fraud 
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is typically viewed by prosecutors as less serious than other more 

violent types of criminal activities. Coordination between prose

cutors and fraud investigators/welfare staff, needed for competent 

case preparation, is often weak. To effectively prosecute AFDC 

fraud, welfare staff must provide pTosecutors with agency d,ocu

ments and relevant evidence in a timely fashion and in an appro

priate form for adjudication. Prosecutors are also typically 

dependent on agency expertise concerning AFDC program rules and 

regulations as well as specifics regarding the amount of benefit 

payments in question, and evidence such as the signed declaration 

on the application form needed to establish intent in the inves

tigation and prosecution of frau.d. Caseworker testimony needs 

to be organized and coordinated, since many welfare fraud cases 

are decided upon the credibility of age~cy witnesses. Present 

reliance upon informal relationships between the investigative 

. 'units and prosecutors need to be better coordinated and formalized. 

Additionally, a high turnover of prosecutors, in conjunction 

with the complex and frequently chang:':ng AFDC program regulations, 
,_1, 

hinders the development of expertise considered prerequisite to 

successfully prosecuting rec}pient fraud. 

To alleviate these difficulties, LEAA could conduct research 

concerning prosecutorial activities with regard to recipient 

fraud. This type of study could start with an empirical assess

ment of current practices regarding the types of AFDC fraud cases 
() 

typically accepted for prosecution and the judicial outcomes 

associated with these cases. Based on this information~ alter

native prosecutorial screening criteria could be developed and, 

sentencing alternatives examined. These screening criteria and 

sentencing alternatives could, in turn, help welfare agencies 
(::: 

using computer-aided techniques to further refine these techniques 

and to focus agency investigative resources on cases most likely 

to result in criminal prosecuti~n. 
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9.4 Coordinate Criminal Justtce System Efforts w,i th HEW 
Activities to Achieve Maximum Fraud-Control Impa,g,!. 

Utilization of computer-aided techniques to curtail recipient 

fraud in the AFDC program involves the distinct provinces of 

both social service and law enforcement agencies. Absence of 

effective coordination between the two groups has resulted in 

frustration for both groups and diminished the potential fraud

control impact of these computer techniques. Training of welfare 

investigators often does not keep par.~,with either the constantly 

changing program regulations or the influx of new investigators, 

thus adversely affecting the preparation of cases sent to the 

prosecutor's office. Concomitantly, prosecutors have frequently 

rejected cases identified by matching techniques on several 

grounds, including lack of sufficient evidence and the low 

priority assigned to many types of welfare fraud. 

In response to these inter-agency difficulties, LEAA could 

coordinate law enforcement efforts with HEW activities in those 

areas which are likely to impact the criminal justice system. Par

ticularly appropriate 'in this'area are those'HEW activities related 

to training fraud investigators, establishing criteria for refer

ring fraud cases to law enforcement agencies, maintaining statis

tics on fraud prosecutions and the planning of large scale, 

deterrence-oriented,anti-fraud projects such as Project Match 

where successful prosecution is an important element. 
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