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Executive Summary

~ . . . . .
Over 33 million beneficiaries—retirees. survivors, and dependents—
received about $175 billion in Social Security benefits during fiscal year -

. 1986. These beneficiaries rely on the Social Security Administration e
h (ssA) to calculate and pay the correct benefits. ssa measures how accu- T
\ rately it calculates and pays benefits by reviewing an annual sample of ::j
; payment cases. Because accuracy rates are used as barometers of how _::-:
L well s$A carries out its fiduciary responsibilities to beneficiaries and the o,
trust funds, Gao sought to determine the adequacy of ssA’s measurement
X procedures and the accuracy of the rates reported annually for the e
Retirement and Survivors Insurance (rsi) program, ssa’s largest pro- j:
gram. GAO also measured the effect of errors on beneficiaries. )
v"‘.

>

$sA’s 10 regional assessment offices annually review a sample of about
2,000 payment cases to determine accuracy for the rst program. This ..

Background

) review is an imperfect barometer in that it is not designed to identify

. with certainty the many specific causes of errors. Other ssa samples are

. . . . . hY
designed to analyze causes of errors and monitor changes in processing R

accuracy, but cannot be used to project overall RSl payment accuracy
because they do not include certain cases. ssa uses the results of ite
annua! payment accuracy sample to compare overall trends in RSI pro-
gram accuracy over time.

In 1985, ssA began reporting an RSl payment accuracy rate to the House _
Appropriations Committee, which expressed concern about the impact g
. staff reductions might have on payment accuracy. Ssa reported that its “
payment accuracy rate, expressed as a percentage of total dollars paid,
fluctuated between 99.5 and 99.6 percent for fiscal years 1981-86.

GAO evaluated $sA’s processes for measuring pavment accuracy, using

. the findings of ssA’s quality review analysts for 1981-86 to verify the RS,
5 reported accuracy rates. GAO also statistically compared the perform- z '::
: ances of the ssA regional assessment offices to determine whether varia- o
, tions in the error rate detected might be due to something other than ,t
chance. Finally, Gao used ssa's 1984 payvment sample to caleulate the Ao
effect of errors on beneficiaries. -
0 N d
[ - —_— i3
| Results in Brief SSA'S sa.m.pling methodology and ])l:( N'v's.\'(‘s for measuring (-rrnrs' and ::::‘_
: determining annual payment accuracy rates are adequate. However, not :_.::
all errors detected are included when acceuracy rates are caleulated ' '.

"
.

because of how ssa interprets errors. Consequently . gao behieves actual
error rates are about twice what sy calailates, When ssa does not
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include all errors in calculating and reporting accuracy rates, it over- ) .
states program performance and can mislead managers about the extent
to which potential improvements might be realized. PN
“:“.-
When ssa reported its annual payment accuracy rates for 1981-86 to the *_::::j‘
House Appropriations Committee, it reported an accuracy rate based NN
only on total dollars paid, not on the incidence of cases in error, which s
was less favorable. Further, ssaA’s reported accuracy rate did not include -
underpayments and certain overpayments, which ssa believed should .f::.f‘_.
not be reported as errors, nor did the rate differentiate between errors
caused by ssA and those caused by others. ;:l:. N
P
When 6A0 counted all detected errors for 1986, the case accuracy rate T
was about 87.3 percent (compared with s5A's 94.1 percent), which ,.;
means that about 4.2 million persons were overpaid or underpaid bene- e
fits totalling $1.1 billion. Recalculating error rates for 1981-86 to include ::-'.:’, ‘
all errors ssA detected did not change the overall downward trend in a-_'.
errors. L

SSA payment accuracy rates measure overall R8I program accuracy, but
do not measure how errors affect beneficiaries. When ¢ao calculated the
total impact of all errors on individual cases over time, it found almost
two-thirds of errors were underpayments; because of the nature of the
errors, most would not have been likely to be detected by routine ssa
Processes.

‘. .-
E,
P
e
. I - T T - - -“'\"
. . . 3: o
-
Principal Findings &
R e . . i
: h N . . = . . - .
Incidence of Error Not For 1981-86, ssa reported an average 99.5 percent payment aceuracy ::‘\‘
Reported rate based on total program dull;u':x ;md xru‘)t.l he average 92.1 pm'cvm :.:
case accuracy rate based on ssa eriteria. This gave an overly favorable s
. . . . LY
impression of payment accuracy. Although both rates are appropriate bt e
measures calculated by ssa, the case accuracey rate is a better indicator — .
of the incidence of error: the dollar accuracy rate is a better indicator of o
the overall impact of errors on program finances. ssa said that ontside A
SSA, it reported the accuracy rate based only on total dollars paid e
because, in the past, it had reported this figure to those inquiring about \.
overall payment accuracey. (See p. 13 ’
Page 3 GAO HRD SK 10 Pay ment Accuracy Rates e Overstated
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Some Errors Are Not In reporting dollar accuracy rates, ssa understates the extent of errors

Reported because its criteria for errors do not include (1) underpayment errors.
(2) errors of $1 to $5 per month, and (3) errors barred from correction
because they occurred over 4 years ago. ssa has consistently excluded
these categories from its overall accuracy rates: the first, because it does
not represent dollars incorrectly paid, and $sA calculates a separate
underpayment accuracy rate but does not report this outside ssa: the o
second, because the amount of the error is relatively insignificant; and
the third, because payments that $Sa can no longer correct are, accord-
ing to administrative procedures, no longer incorrect payments. To fully
disclose all errors occurring, GAO believes all errors detected should be
included when calculating and reporting accuracy rates. (See pp. 12-14.)
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Exclusion of errors detected significantly affects the number of cases VA
reported in error. When GA0 included all detected errors, the case error :.:Q"
rate averaged about 15.0 percent or about twice what ssa calculated .'ti\.
using its criteria. The case error rate steadily decreased from 19.7 per- }L':-:":
cent in 1982 to 11.5 percent in 1985; this was primarily due to fewer .

cases with recent earnings being underpaid because ssa computed their
benefit increases more quickly. The error rate increased in 1986 to 12.7
percent, but such increase could be due to the chance inherent in ran-
dom sampling. Over the 6-year period, an average of about 4.0 million
cases, representing an average of about 4.7 million persons, were
affected by errors each month.

Although ssaA determines whether errors it detects were caused by it or
others, $sA has not reported this outside ssa. For 1981-86. the incidence
of cases reviewed found to be in error and attributed to ssa varied from
14.4 percent in 1982 to 6.2 percent in 1985. It was 7.0 percent in 1986, a
statistically insignificant increase. Reporting the errors caused by ssa
would provide better comparisons of ssa’s performance with earlier
years. (See pp. 14-21.)

Some Errors May Be Because two regional assessment offices may not be detecting all errors
Undetected in sampled cases. rs! errors may be higher than indicated in this report. e
GAO combined 5 years of sample data and compared and analyzed the RN g
error detection rates of the 10 regional assessment offices, Gao found a :f:,:
disparity in detection rates for the Chicago and Denver regional oftices z::x:::.
that could not be attributed to chance. This disparity was not found by .\-;t:;‘
the ssa headguarters group, which samples and validates the regional
assessments but has not done a disparity analysis, From the avalable ;’:Z
RN
i
AW
e
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Executive Summary

data, GAO could not estimate the extent of any undetected errors or their
effect on error rates. (See p. 22.)

Effect of Errors on
Beneficiaries—Another
Perspective

Matter for
Consideration of
Congressional
Committees

Recommendations

Agency Comments

To measure the effect of underpayments and overpayments on benefi-
ciaries, Gao used ssa’s January 1984 sample. GAO found one of every six
cases in error for an average of 5 years. About 60 percent of the error
cases were underpaid, on average $591 (median $194). The remaining
40 percent were overpaid, on average $1,069 (median $251 .. About 10
percent of the error cases were judged likely to be corrected by one of
several routine processes that verify or recalculate benefits. (See p. 27.)

If data about the average and median amounts, as well as the duration
of overpayments and underpayments, are desired. the Senate or House
Appropriations Committees may want to so advise ssa.

GAO recommends that the Secretary of Health and Human Services (HHR)
direct the Commissioner of Social Security to make a more complete dis-
closure of ksl payment errors. Specifically, the case error rate and the
dollar error rate should be reported. In addition, the reported rates
should (1) include all cases with detected errors and (2) indicate the
incidence of errors attributed to ssaA. ssA should use such error rates to
better assess program performance and to decide the extent of improve-
ment it deems attainable.

GAO also recommends that the Secretary direct the Commissioner to
improve mon:toring of regional assessment reviews and determine the
following: the extent to which future regional reviews are not detecting
errors, any actions needed to ensure all errors are detected. and the
effect on payment accuracy rates of any errors not detected.

His generally agreed with the thrust of the report. s said it would (1)
review overall procedures for reporting payviment accuracy data and
reexamine its definitions and practices., (2) report case as well as dollar
accuracy in the future for both overpayvments and underpayments, and
(:3) report the extent of error attributed to ssa. s also said it planned
to determine the reasons for the disparities in regional detection rates.

Page 5

GAQ HRD RS 10 Pay ment Acearacy Rates Are herstated

x ’\“ I.‘) ,- "

=~
[4

3
- -

ot
I'd Js(_‘f',:_‘ B

.
I

<
<
1

.y

AP LSS

.t
N

ERYE MR
AR

o

2

LR 2% 2N 25 S AN A
LN i

..-—..‘ ‘e A

“X




Contents 3

l~'
-
W
) u_:.j_
Executive Summary 2 e
¢ Chapter 1 g
. Introduction Many Factors Can Affect Benefits 8 -
R How SSA Measures Payment Accuracy 9
Objectives, Scope, and Methodology 10 ’
Chapter 2 12
RSI Payment Errors SSA Does Not Report All Detected Errors 12
Higher Th R rted Reporting Error Incidence and Causes Would Better 14
lg € an heporie Indicate SSA Performance o
Payment Accuracy Reviews May Not Be Detecting All 22 o
Errors o
Conclusions 25 -
Recommendations 25 2
‘ Agency Comments and Our Evaluation 26 -
Chapter 3 21 I
How Errors Affect Almost One in Six Cases Had Outstanding 27 Y
. o Underpayments or Overpayments :-::
Beneflclanes Erroneous Benefits Continued for an Average of 5 Years 28 :_: )
Conclusions 29 =T
Matter for Consideration of Congressional Committees 30 -
Appendixes Appendix I: Scope and Methodology 32 -
Appendix II: Comments From the Department of Health 35 .-;;--_
and Human Services 7
NIN
“~
Tables Table 2.1: Causes of Payment Errors (Fiscal Years 1981- 16 8
86) %
Table 2.2: Dollar Error Rates Over 6 Fiscal Years Y -:.:
Table 2.3: SSA Regional Assessment Office Error 22 R
Detection Rates by Sample Year _-
Table 2.4: Comparison of Regional Assessment Offices’ 23 -
likelihood of Detecting Payment Error Z::
Figures Figure 2.1: Case Error Rates (rliscal Years 1981-86) 17 - :‘;':.
Figure 2.2: Cases in Error (Fiscal Years 1981-86) 19
Figure 2.3: Dollars in Error (Fiscal Years 1981-86) 21
R
o
Page 6 GAQO HRID-KR-10 Payment Accuracy Rates Are Overstated ~ ".




Contents

GAO
HHS
Pse
RS
SSA

Page 7

PV v

TR
AR

.~

Abbreviations

General Accounting Office

Health and Human Services
program service center

Retirement and Survivors Insurance
Social Security Administration

>
v
[P
4

-r
’l
at
W
!
!
Yy
ol
-~
=
]
!
:
]
i
E
I

GAO HRD-KN 10 Pay ment Accuracy Rates Are (herstated

..
T
T e



L o o an o

v

Chapter 1

Introduction

Many Factors Can
Affect Benefits

Social Security beneficiaries—retirees, survivors, and dependents—rely
on the Social Security Administration (ssa) to accurately calculate their
benefits. To measure the accuracy of its payments, ssa samples pay-
ments made and calculates an accuracy rate. which is reported to the
Congress and others as indicative of how well ssa does its job.

The importance of ssA’s payment accuracy has increased as staff cuts
and other efficiency initiatives are considered and implemented. In
1985, the House Committee on Appropriations directed the Commis-
sioner of Social Security to report to the Committee on the accuracy of
payments, along with other performance indicators.! The Committee

tated that these data would be particularly important in the future
because of planned changes in ssa’s staffing, field structure, data
processing, and telecommunications.

This report (1) assesses the validity of ssa-reported accuracy rates for
the Retirement and Survivors Insurance (RSi) program, $sa's largest pro-
gram, and (2) measures how inaccurate payments affect beneficiaries.

Measured by the number of beneficiaries and the dollar amount of pay-
ments, Rs! is the largest program that ssa administers. In fiscal year
1986, ssa paid over 33 million beneficiaries about $175 billion in bene-
fits. rRSI benefits are paid to partially replace earnings lost when workers
retire or die. SsA must consider many factors related to the worker when
determining eligibility for and the amount of the initial benefit. for
example: amount of lifetime earnings, time period worked, date of birth,
family relationship to others (such as spouse and children), entitlement
to other benefits, and military service. After the benefit payments begin,
events—postretirement earnings, marriage, death, and the birth of or
changes in the age of children—could affect subsequent benefits. ssa
cannot totally control the accuracy of initial or subsequent rs1 benefits
because it depends on beneficiaries and others, such as employers, to
report accurate and timely information. Nevertheless, precise payment
accuracy measurements are important because they can disclose trends
in accuracy over time and can help identify the tvpes of payvment errors
oceurring.

'For fiscal year 1986, SSA provided quarterly reports o service datia directly to the Congress For

fiscal vear 1987 and at the request of the Honse and Senate Comimittees on Appropriations. we are
evaluating service data compiled by SSA and providing reports to the Commuttees on the etfects of

staff reductions on service

Page 8 GAO HRD-BRS- 1O Pay ment Accuracy Rates Are Overstated
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Chapter 1
Introduction

How SSA Measures
Payment Accuracy

The Office of Assessment within ssa reviews, evaluates, and measures
the accuracy of Social Security programs, including the rsi program, and
makes recommendations for corrective action. For the kst program, the
Office of Assessment uses three routine studies that address different
program quality aspects: First, the Awards and Disallowances Study,
which samples actions weekly and reviews about 60,000 cases annually.
measures compliance with policies and procedures for approving initial
claims. Second, the Postadjudicative Study. which also samples actions
weekly and reviews about 30,000 cases annually, measures the accuracy
of actions taken after a person becomes eligible for benefits. And third.
the Payment Accuracy Study, which annually samples and reviews
about 2,000 cases, estimates the overall accuracy of Social Security pay-
ments (benefit payments to people residing outside the country are not
sampled as part of this study).

The Payment Accuracy Study sample includes both cases with actions
during the year (such as initial claims and post-adjudicative actions) and
cases tor which no actions have been taken, It is, therefore, the only
study from which an overall annual accuracy rate can be projectec - on-
sequently, its value is primarily that of an overall accuracy indicaior .
This study also collects information about the causes of errors. but the
sample size is too small for statistically valid conclusions to be drawn.
More detailed data on the causes of payment errors are derived from the
other two studies.

The Payment Accuracy Study currently samples January benefit pay-
ments, and the accuracy of that month’s check is reviewed. A sampled
check may include benefit payments for more than one beneficiary
because multiple persons may be entitled to benefits under a single
Social Security account number. The address of the sampled beneficiary
determines which of 10 regional assessment offices will be assigned the
case for review. At a regional assessment office, one or more quality
review analysts will determine the correctness of the case by reviewing
the claims folder, maintained and submitted by one of six program ser-
vice centers (PsO). If required. an analyst will interview the beneficiary
and others, such as emplovers, and gather corroborating evidence from
different sources, such as state Bureans of Vital Statistics.

For cach case, an analyst then codes the findings, such as the dollar
amount of the payvment error. ssa has set eriteria for determinmg an
error during a case review and for determining one for reporting pur
poses. For instance, the eriterion for an error during i case review s the
following: the sampled monthly benefit amount differs fron what

Page 9 GAO HRD SS 10 Pavment Necuracy Rates Are Overstated
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Chapter 1
Introduction

Objectives, Scope, and

Methodology

would have been had the case been handled correctly from the begin-
ning. Detected instances of these differences are coded and entered into
the data base. The Office of Assessment then applies different criteria
(for example, the dollar amount of the error must be $5 or more) to
determine the errors in the data base that are “‘reportable’ (see p.12).

Other findings the analyst codes are the cause (139 specific types) and
the responsible party (SsaA, beneficiary, or other); the analyst enters
these findings by computer terminal into the payment accuracy data
base maintained at ssa headquarters. These findings may be re-reviewed
through a paperwork evaluation at $SA headquarters, where staff use a
subsample to validate the findings of the regional case reviews. From
the data base, the Office of Assessment produces payment accuracy sta-
tistics that are expressed as dollar and case error rates. The dollar error
rates are projected to estimate the amount of dollars underpaid or
overpaid.

The Office of Assessment uses the statistics generated from the data
base to prepare reports on RSI payment accuracy. These reports are to be
used by $sA managers to provide an indicator of how well SsA is attaining
overall quality objectives.

Our objectives were to determine (1) whether Ssa accurately measures
and reports RSI payment error rates and (2) the total amount and dura-
tion of payment errors. We focused on the error rates ssa reported to the
House Appropriations Committee since that was the most current infor-
mation provided to the Congress that specified RsI error rates.

To determine if payment accuracy rates that ssA reported represented
the errors ssa had found, we obtained $sA’s payment accuracy data base
for fiscal years 1981-86, generated statistics using ssA’s criteria for
reportable error, and compared the statistics with those found in ssa’s
reports to the Committee and in reports within ssa (internal Office of
Assessment reports to the Commissioner and other 88a managers ).
Where we identified instances of errors that ssa had detected and
recorded in the data base but did not enter into the calculation of its
accuracy rate, we recalculated the payment accuracy statisties,

To determine if ssa quality review analysts might be missing some
errors, thereby understating the incidence of error. we analyzed H fiseal
yvears (1981-85) of pavment accuracy rates. Using a statistical model. we
compiared all possible pairs of reviewing regions to see if errors were

Page 10 GAO HRDKSK 10 Payment Accuracy Rates Are (herstated
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'F: detected by each region at the same rate. This comparison was possible ;’
because each region reviews some cases from every one of the six pses.
. Differences in rates of error detection were then tested for statistical ;
o significance to evaluate whether the differences were in fact due to :
v chance rather than to some other factor, such as the adeptness of the
- analysts. .
g .
To measure how errors affect beneficiaries. we reviewed 2.242 cases (in
- ssA’s fiscal year 1984 payment accuracy sample) in detail and compiled -
< cumulative statistics about the errors in each case, for example: total A
:::_- amount of payment errors, total benefits paid, total number of months B
Vet paid erroneously, and total number of months paid. The 1984 payvment .
b sample was chosen because it was the latest sample completed when we
5 began our review. :
-
’.'::‘ In this report, we present information from our review and analysis of N
'.. ssA records (particularly its payment accuracy data base). interviews
¥ with ssa officials, statistical projections of error rates, and technical .
- analysis of regional differences in detecting errors. In May 1987, we
o briefed the staff of the House Appropriations Committee about our -
::: review of ssA’s payment accuracy. Subsequently. the Committee -
A% included language on this matter in its 1988 appropriations report (no. .
-2 100-256). The Committee advised ssa to disclose information on its inci- n
e dence of errors and those attributable to ssa, as well as the percentage ot -
o dollars paid erroneously. :
::-:'. We did our work at ssa headquarters in Baltimore: a regional assessment :
b office and satellite office in Philadelphia: and the Mid-Atlantic and .
O Great Lakes pses. To understand the three routine kst studies (mentioned ¥
earlier) used to monitor program quality. we obtained information on ®
T the quality assurance process. We also gathered and evaluated more 7
detailed information concerning these studies. Additional discussion of :
J_ our scope and methodology can be found in appendix 1. X
Fue We did not review computer controls relating to the generation ot statis- -
A tics from the data base. This was unnecessary because, as part of our ®
'-;-: detailed work. we reviewed the datain 1984 case files and compared R
'~::: that data, on g case by case basis, with the information in the data base; -
. UsIng ssA estimating procedures, we were able to compute the statistios ,.
At reported at ssa (internally) and outside ssa cexternallyv). We did our ‘_
) work from March 1985 through October 1986 in accordance with gener-
;' ally accepted government auditing standards. "
o~ 2
x -
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SSA'S measurement system for the rsl program is adequate m that it can 0N

. . . . MY

provide accurate and reliable estimates on the amount of error in the =
program. This measurement system uses the annual Payment Accuracy .
Study (mentioned earlier) to draw a sample. following a specified sam- .
pling methodology, and to provide basic data. These data are projected P
to the universe by specified statistical techniques. Although the mea- . --'..:

surement system is technically sound. we believe the data could be bet- C

ter presented to (1) more fully disclose the smount of error in the rsi
program and (2) enable managers to better gauge the extent to which

potential improvements might be realized. e
During fiscal year 1986, ssa reported to the House Appropriations Com- \,.:j'.
mittee an RS! accuracy rate based only on dollars paid. even though ssa's s
Office of Assessment had also measured the rs! program with a rate SN
based on cases paid. ssa said it reported an accuracy rate based only on 5N

dollars paid because that was what it had reported in the past to those
inquiring about this matter. An ksl rate based on dollars paid generates
a high accuracy rate and. conversely. a low-error statistic because the
program payment errors that do occur in monthly payvments tend to be
small relative to the total benefit. The case accuracy rate is. therefore. a
better indicator of the incidence of error. Both rates are valuable for e
describing the Rsi program and should be used to fully disclose the -

extensiveness of payment errors. o
e
Dollar errors detected by $sA analysts are about twice what ssa's reports AN
to the Committee indicated. ssA counted certain overpaid dollars while e
excluding several categories of detected errors because it did not con- o
sider these as reportable errors. In addition, ssa did not count underpaid . :-:::-
dollars as errors even though they were detailed in internal reports. WAL
For fiscal year 1986, all RSl payment errors detected by ssa analysts ]

indicated that over $1.1 billion was underpaid or overpaid during the
year and about 4.2 million persons were affected by payment errors
each month. RSI payment errors may be even greater because analysts in
some regional assessment offices may be better at detecting payment
errors than analysts in other regional assessment offices.

$sA reported to the Committee that the rsI accuracy rate ranged between
SSA Does Not RepOI't 99.5 and 99.6 percent from fiscal years 1981 through 1886. This figure
All Detected Errors includes only benefit dollars associated with certain overpayments

Page 12 GAO HRD-88-10 Payment Accuracy Rates Are Overstated
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RSI Payment Errors Higher Than Reported ;-_
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A
occurring in the sample month.! It does not include all detected errors 0y
recorded in the data base, namely net underpavments, errors below $5 5
per month, and errors barred from correction.- ad
3
Although ssa only reported certain overpaid dollars to the Committee, ::
internal ssA reports specify dollars attributable to both overpayments v
and underpayments. ssa does not consider underpayvments to be errone-
ous payments because underpayments involve instances where a pay-
ment was not made. ssa said it did not report underpayments because -
historically it had reported only overpayments. In a benefit program ::',
such as rsI, we believe that underpayments should be reported as errors. N
’ o
An Office of Assessment official stated that the minimum amount for N
v reporting a monthly benefit error. set at $5, was based on the quality :j
:‘.» assurance criterion used in the Aid to Families With Dependent Children :j
N program. This $5 amount represents a negotiated criterion agreed to by A
- the federal government and the states for determining state fiscal liabil- ?._,.
. ity for incorrectly paid benefits. ssa decided to adopt this criterion for -
the Payment Accuracy Study. even though determining fiscal liability is N,
irrelevant to this study. x
o~
A further justification given by ssa for using a $5 exclusion criterion -, ]
was that inclusion of errors of less than $5 per month would not signifi- :- ‘
cantly affect the error rate. We found ssA’s position to be correct about '
the dollar error rate (see p. 20); however. inclusion of errors ranging e
from $1 to $5 a month affected the case error rate by an average 30 :i
percent (see p. 17); therefore, in our opinion, these lesser amounts \.“:,
should be included. Further, ssa recognizes that these are payment ::J'
errors even though not reported; they must, therefore, be corrected N

unless they are barred from correction. We did not consider benefit com-
putation errors below $1.00 to be payment errors because ssa's rounding .
procedures for benefit pavments require rounding computations down-
ward, not upward, to the nearest dollar. -
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The Payment Accuracy Study procedures state that it a payment case is
barred from correction by an administrative procedure, it is to be
reported internally as a “non-dollar impact deficiency.” ssa believes that
reporting cases barred from correction as errors is inappropriate
because the cases are deemed “correct” by an administrative procedure.
$SA also believes that to report such cases as payment errors would con-
tradict this procedure. We did not evaluate the merits of the administra-
tive procedure, which also affects ssA programs that we did not review.
However, in our opinion, cases barred from correction should be
reported as payment errors because the payments for these cases are
different from the payments that would have been made had the cases
been handled correctly from the beginning.
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ssA’s including all errors in calculating and reporting payment accuracy
would better indicate the ksl program'’s overall performance; it would
enable ssA to better gauge the extent to which potential improvements
might be realized. An overstated high accuracy rate could lead managers
to conclude that further improvements would be marginally cost-effec-
tive and therefore should not be explored. Conversely, management may
have more incentive to improve an accuracy rate of 85 percent, for
example, than one of 92 percent. Fully disclosing the extent of all errors
occurring would enable managers to better decide whether the causes
should be more closely examined so as to reduce future incidence. Like-
wise, fully disclosing all errors to the Congress should enable it to better
carry out its oversight responsibilities.
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Reporting Error s:A‘rer‘)orted dollar ‘ermr x‘ates to thc (‘;onfmi.tt,ee and ivn i'nt%‘rna‘l Office of
X ssessment reports. However, the internal reports also included the
Incidence and Causes related case error rates and data on the extent of error attributed to ssa
Would Better Indicate and others: such rates and data, which were not reported to the Commit-
SS A Performance tee, provide a measure of the (‘jxt(\nt t(.) which b(,‘.nctl(-larlos are affected
by errors and the extent to which ssa is responsible. These reports are
not routinely distributed outside ssa. According to an ssa official.
neither the Secretary of Health and Human Services nor the Congress is
sent the reports because ssa believes neither desires such detail. We
were told that internal reports have been distributed outside ssa when
requested or when ssa felt the reports answered a specific inquiry.

Case accuracy rates are a better indicator of ssa’s ability to pay benefits
accurately because these rates show how many people are being cor-
rectly or incorrectly paid. whereas the dollar accuracy rates are a mea-
sure of the size of dollar errors in relation to total dollars paid. Although
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the latter are an appropriate measure, they mask the frequency of error.
For example, if half of all beneficiaries were underpaid $10 per month
for 1 year, the dollar accuracy rate would be correctly calculated as 99
percent (based on an average payment of $500) and the case accuracy
rate as 50 percent. The dollar accuracy rates show that the trust funds
are not significantly affected; the case accuracy rates, that many benefi-
ciaries are. Both rates are valuable for program oversight.

Case error rates for fiscal years 1981-86 doubled from an average of 7.9
percent (as reported in internal ssa reports) to 14.9 percent, if all errors
identified by ssa analysts and recorded in the data base are counted.
Similarly, dollar error rates doubled from an average of about 1/2 of 1
percent, as reported to the Committee, to almost I percent (if underpay-
ments, as well as certain other overpayments not now reported, are con-
sidered erroneous). Including all errors identified when calculating
accuracy rates would not incur additional cost because all errors
detected, regardless of whether they are reported as errors. are
recorded in the data base to provide a record of what was found.

$SA’s Payment Accuracy Study is not intended to provide data on the
causes of case errors, and the size of the annual sample does not permit
projecting specific causes with statistical certainty: however, for inter-
nal reporting purposes, ssa does categorize the causes it identifies. This
categorization distinguishes between errors caused by ssa and others.
Generally, SsA causes most underpayments, ranging from a iow of 72.1
percent in fiscal year 1986 to a high of 96.1 percent in fiscal yvear 1982:
others, such as beneficiaries, cause most overpayvments, ranging from a
low of 50.0 percent in fiscal year 1986 to a high of 74.7 percent in 1983.
Reporting and comparing the incidence of error caused by ssa each vear
would more precisely indicate how well ssa fulfills its responsibility to
accurately pay benefits,

Taking the errors detected by ssA in the annual sample. we calceulated
who was responsible for payment errors. Overall, most errors were
attributed to ssa; the case error rate decreased between fiscal vears
1982-85, showing a slight but statistically insignificant increase in 1986
(see table 2.1).
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W
Table 2.1: Causes of Payment Errors e _____________________________________| b‘ v
(Fiscal Years 1981-86)° In percent

_Fiscal years

Cause of error 1981 1982 1983 1984 1985 1986 X
SSA 115 144 100 81 62 70 o
Beneficiary or other 20 21 29 37 26 30 N
JExcludes errors made in cases barred from correction by SSA s administrative procedures L

. . . . :\.:'
Some errors could be categorized as being caused by either the benefici- e
ary or ssa, depending on how one interprets the findings in a specific :'._f-:
case. For example, a beneficiary who was overpaid because he did not N
report earnings in excess of the maximum allowed alleged he had not ,:‘
been told that such earnings had to be reported. ssa says it advises all e
beneficiaries of this requirement at the time of application and sends s
periodic subsequent reminders; in addition, this requirement is stated in ,_.
the information provided to applicants and beneficiaries. ssA attributed "j_ .
the error in the example above to the beneficiary. In reviewing ssA’s e
basis for categorizing the causes of errors, we found that its determina- 08
tions, generally, were reasonable and based on the information in the
file.
Portraying the incidence of error, as shown in table 2.1, gives a clearer .
indication of ssA's performance over time; however, because of the o
nature of the annual Payment Accuracy Study. incidence of error is not ‘
the best indicator for detecting recent changes in accuracy. The study EANK
measures cases being paid erroneously as of the month of the study; “
therefore, it primarily reflects errors made in earlier yvears. Conse- }_-:f:f_
quently, the usefulness of the data in measuring how accurately ssa RN
handled actions affecting benefits in 1986 versus 1985, for example, is

limited. Better measures for that purpose are studies of process accu-
racy—the Awards and Disallowances Study and the Postadjudicative
Study. Such measures, which are compiled as a 6-month rolling average
and reported quarterly, would be better indicators of the effect staft
reductions could be having on rRsi program accuracy. Both the annual
payment and quarterly process accuracy rates are included in our three
reports on Social Security.

'Soctal Security Staft Redietions and Service Quality (GAG HRD ST 66 Mar 101987 GAO
HRD-BT-BR. Turee 21087 sond GAO TIRD ST 130BR Sep 17 1987
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) RSI Cases in Error ssA’s detected and reported case error rates over 6 years are shown in -

figure 2.1. Case error rates, reported internally, would increase if cases
[ with a monthly dollar error below $5 and cases with errors barred from
o correction by an administrative procedure were included. For instance.
b . . v :
in fiscal year 1986, the case error rate increased from a reported 5.9 to .
12.7 percent when all detected and recorded errors were counted. Each 3
case represents one or more beneficiaries paid under one Social Security - -4
e account number. The categories represented by the bar graphs in figure
Y 2.1 include both overpaid and underpaid cases because ssa includes both "]
In its internally reported statistics. -
; :
é - -
Figure 2.1: Case Error Rates (Fiscal Years
' 1981-86) =
P> 21 Percaent of Cases hED.
¢
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o From fiscal years 1981 through 1986, ssa internally reported case error ”
L rates that averaged 7.9 percent. When errors below 85 per month and :
. errors barred from correction are added, the average error rate
2t increases to 4.9 percent. The error rate decrcased from 1982 to 1985 ~
» SN . . .
d y largely because of fewer cases being underpaid. .
L .
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We tested the changes in case error rates for statistical significance to _\ .
determine whether the changes could be due to chance, inherent in ran- -
dom sampling. We found that the increase from 1981 1o 1982 and the ::-:
decrease since 1982 were not due to chance, but we could not rule out -
that possibility for the small increase from 1985 to 1986. pe2
N
The underpaid case error rate dropped from 14.8 percent in 1982 to 6.7 -
percent in 1985. ssa attributes the underpayment decrease to more o
timely processing of benefit increases from earnings after retirement.! :'_-l':
The error rate increased slightly in 1986 because the number of :-:__
underpaid cases below $5 per month went up. ssa was responsible for .*:::\
72.1 percent of the underpaid cases in 1986, primarily because of com- ;-\._ ]
puter processing problems. The percentage of underpayments caused by
$SA has generally declined from a high of 96.1 percent in 1982, t.;';
LA
From 1981 through 1986, overpaid cases fluctuated between 4.7 and 5.6 o

percent of cases paid. Before 1986, beneficiaries had been responsible
for the greater proportion of overpaid cases. This proportion peaked in

1983, when beneficiaries were responsible for 74.7 percent of the over- -
paid cases, but declined to 50.0 percent in 1986. Of the cases it analyzed -:::"_
and reported, ssa found that the reason for this decline was (1) that ben- e
eficiaries were more accurately reporting earnings to comply with the j'.:-;:
annual earnings test and (2) the phasing out of student benefits. ssa {-.

attributed the improved accuracy in earnings reporting to its sending
reminders to beneficiaries about estimating earnings.”

n order to know if RSI benefits should be mereased for those entitled to theny w ho earn wagles or
have self-emploved income, the Social Security Act requires SSA to recompute their benefits SSA's
policy is to annually review benett computations for beneficiaries with recent carnings A partially

. . AT .

automated process, Automatic Earnings Reappratsal Operation. is nsed to recompute benetit St
. . . - R

amounts The time it took to complete this process mereased from 16 months i 1978 to 42 months in RSHAE

1980; after 1980 the tme required has gradually been reduced The SSA time eniterion for a payvment A
.

sample error is that the process should be completed no Later than 21 months after the end of the

eamnings vear GAQO's Delaysn Rc'mmpunng Social Secunty Benefits Case Underpayments for . ;.
Extended Penods (G A -84-0 T Sept 130 1984 discnsses problems SSA expertenced in this area ‘-‘.‘-;.
"Soctal Security benefits are meant to replace. i part carnangs lost to o benetioary or heneficraries .\--'
becatise of retirement disability or death Therefore the amonnt of benetits that a retires nnder age :\'
70 and dependents will recen e each vear depends on whether the beneticirs s parttally or fully N
retired The earmings test calso known as the retirement test nis nsed to measare the degree of renire :.\:.‘~
ment and to deternune toe amonnt, it any . to be dedacted trom monthly benetits Annual exempt _.:_-_"
amounts vary depending on whether the beneticrary s nnder agge G0 or ot feast e 65 dmounts also f\-f;
L

VAry tfrom year to vear to keep them i ratio with carmimgs levels Benctioares are reginred to esty
mate earnings for the coming vear ard of necessiey benefies are adgusted tuased onc the estmuite
Following the end of the carmimgs vear benefictaries are required to file an annual veport speatying
the exact amount carned durigg the previons vear and it needed areconabation of benefits recen ed
I8 made
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K Using the case error rates just discussed. we estimated the number ot ;

cases paid in error each month in a given vear, from 1981 to 1986, The

'\ estimated number of cases paid incorrectly over 6 vears is shown in fig- o~
T
\ ure 2.2, Sy
) .:- 5
§ O

) ] N __ __ __ _ . _ _ _ -~ -
b . . C-
Figure 2.2: Cases in Error (Fiscal Years e

1981-86
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K . Using ssa's eriterion for reporting an error. an average ot 2 million cases
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g was erroncously paid cach vear over the 6-vear period. However, when s
- . N . . .

. other categories of recorded errors are included, the average rises to

. N . . N . . -~

almost I million cases per vear: Using the average number of beneti- o

claries per kst ease, we estimate that the average nunmber of persons v
g affected by payment errors was abont L7 million per vear for the 6-yvear .

period. For THS6, an estimated 1.2 million persons were affected by pay- o~

L ment errors .;:
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RSI Benefit Dollars Paid in  The dollar error rate calculated by ssa, used to report payment aceuracy

Error to the Congress, averaged less than 1/2 of 1 percent over 6 fiscal vears.
We compared this rate with the dollar error rate we calculated that
included additional ssa detected errors (table 2.2). Consideration of
these additional error categories increases the average dollar error rate

: to almost 1 percent. A dollar error rate of 1 percent seems low, but cur- -

3

af

» '

I

-

e
rently this rate amounts to $1.5 billion in erroncous benefits each year. e
Of the three types of errors ssa detected but did not include in its dollar .
error rate calculation, including underpayments as a dollar cerror RO
increased the rate by the largest increment. Overall, from 1981 to 1983, e
the dollar error rate steadily increased because of increasing underpay- \‘

! ments; the rate then decreased, although not constantly, with the lowest :-::;-

total dollar error rate for the 6 years in 1986.

L - e (B

Table 2.2: Dollar Error Rates Over 6 .
Fiscal Years® In percent o
N
B o ~ Fiscalyears e
Recorded errors 1981 1982 1983 1984 1985 1986 Sy
Calculated by SSA 052 043 052 049 048 035
Additional calculations by GAO ::':_\__ -
Underpayments 037 058 059 027 036 019 -.}'«.::
Below $5 per month 003 002 001 002 002 002 Yo
Barred 013 014 009 004 007 009 XA
Total 105 117 123 083 096 0.66 e

'We calculated these error rates using SSA < data base of detected and recorded errors The totat etror
rates are weighted estimates not the anthmetic sum ot theandiidual components

The effect of differing error-reporting criteria on projected error dollars
is illustrated in figure 2.3. For example. in fiscal yvear 1986, the esti-
mated dollars paid in error grew from $602 million ($0.6 billion), using
the accuracy rate ssa reported to the Committee, to $1.1 billion when all N
detected and recorded errors are included. In this figure, underpayments g

are illustrated separately because ssa did not include thenvin its report N
. N I . L] -
to the Committee. ssa’s 1986 internal report shows underpaid dollars “5\".1-

and overpaid dollars in a similar manner. As shown in figure 2.3, the
addition of errors of less than $5 per month does not materially attect B
the projected dollars in error. even thongh the addition of these errors
does significantly increase the projected cases in error as was seen in

figure 2.1.

GAO HRD-RK-10 Payment Accuracy Rates Are Overstated




" a s B avl a8 a'h a 8. a” 3 e . N M W W W M W W, WL - WA W N gl ol ot e - ol - gie JAR" - o
4
W
"
N Chapter 2
é RSI Payment Errors Higher Than Reported
9
’.". .
. ".
5 -
S %
~Q --
*. -
\: i
o Figure 2.3: Dollars in Error (Fiscal Years .
1981-86)
2.0  Billions of Dollars N
! ::u »
Y \l ._'-
‘-' .-(‘
~ e
oy o
L7 %
DJ ‘.!
.-. ..f
", ~
oy
bl s
. >
s". .‘_.
' ot .
L
)"
o .
- 1981 1982 1983 1984 1985 1986
Fiscal Year .
] " i | Adminsiatvey Bareck o' g ;
P e N
AZ L —7 Mort~iy Errors Beow $5 ':-.
-’ * g
A Irternally Resorted Urderpay™ents ';
. SSA Reportea Querpaymen's }
’. ".-
)n . . . . ——— v . -
o According to ssaL it was responsible for 77.1 percent of the underpaid -
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: after retirement) as the leading underpayment problem. p
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- In 1986, ssa reported that beneficiaries were responsible for 53.7 per-
o cent of the overpaid dollars. Although the annual earnings test was still
. the highest single reason for overpayments (21.0 percent). this reason o
: was at its lowest point since overpayvments have been reported. Most .
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Payment Accuracy
Reviews May Not Be
Detecting All Errors

Téble 2.3: SSA Regional Assessment
Oftfice Error Detection Rates by Sample

Quality review analysts determine payment accuracy rates by reviewing
cases. We found that analysts in some regionai assessment offices may
be better at detecting errors than analysts in other regional assessment
offices. Consequently, RSl errors may be higher than indicated in this
report. We combined 5 vears of payment accuracy results to compare
the 10 regional assessment offices. Our statistical analysis showed sig-
nificant differences. which could not be attributed to chance, in the
numbers of errors detected by the various regions. These differences
were not detected by the headgnarters group. which samples and evalu-
ates cases reviewed by the regional assessment offices. We applied an
analysis methodology specifically designed to identify statistically sig-
nificant differences in detection rates between pairs of regional offices.
ssa did not make such an analysis.

Each regional office’s error detection rates for the payvment accuracy
samples of 1981-85 are shown in table 2.3, For example, in 1981, the
Boston Regional Office found 17.2 percent of the cases it reviewed to be
in error. In the 1981-85 period, overall detection rates among the offices
ranged from a low of 11.3 percent for Denver to a high of 19.6 pereent
for Philadelphia. Some of the differences in error detection rates are
because the majority of sample cases assigned to a regional otfice tor
review come from one or two of the six pses; thus, these cases may not
have the same frequeney of errors as those cases assigned to another
regional office, which receives cases from different pses. Stated another
way, a regional office assigned cases with more errors should find more
Crrors,

In percent

Year Sample year 5-year
Regional assessment office 1981 1982 1983 1984 1985 average
Boston 1720 215 o0 1o oo o
Now York e 140 i
Philadelphia T Jh B! ! [
Attanta o th ! ,
oo [ LR
[ el T RN
Kanaas i, RO et T
ety tyo 1]
bt e e e e
Tyeeatth 1 [
Overall average 16.6 19.5 15.3 13.9 113 16.1
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The study results shown in table 2.3 do not confirm that one region is
consistently better at detecting errors than another. Differences could be
attributed to, as mentioned above. (1) some regions’ being assigned more
cases with errors than those assigned to other regions or (2) the normal
and expected variation that arises from random sampling. Since we
wanted to know whether some regions were better at detecting errors
than others, we analyzed the 1981-85 Payment Accuracy Study data to
determine if differences in error detection rates betv. een regions were
statisticaliy significant." Were we to find any statistically significant dit-
ferences, we would conclude that some factor. other than the sampling
process, was affecting error detection. In our opinion, that factor would
most likely be the ability of the regions to detect errors. Our statistical
model controlled for other influences by mathematically removing the
effect of some offices’ receiving for review more cases with errors than
others; we then evaluated the statistical significance of the remaining
differences in error detection rates. Using the model, we compared the
differences in rates between all possible pairs of regions and found com-
parisons with Chicago and Denver to be statistically significant. We
found no other comparisons to be statisticaily significant. From the
model, first, we conclude that Philadelphia Kansas City. Dallas, New
York, and Boston were more likely to detect an error than Chicago (table
2.4). For instance, Philadelphia would have an 85.3 percent better
chance of detecting an error than Chicago; we are 90 percent confident
that the true difference ranges between 82.3 percent and 88.4 percent.
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Table 2.4: Comparison of Regional -
Assessment Offlces' lee“hood 0' In percen{

Detecting Payment Error

.

o

e,
o 4t

Greater probability of
detecting payment error
____thanChicago
Regional assessment office Estimate Interval®

Philadelphia 853 823to8R4
Kansas City 848 TB6710918
Dallas 738 707t0760
New York 68 7 59310787
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Boston 518 20061091 ¢
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"nfferences were constdered sigmificant if they met the 900 pepeent Tevel of statisticad contudenne
that 1sf we drew 100 samples, we would expect to find error detec ton vate ditferences taibng
within the confidence interval i 90 of these samples
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Second, we found statistically significant differences in error detection
between the Philadelphia and Denver offices. We estimated that Phila-
delphia had a 72.0 percent better chance of detecting an error than Den-
ver it it reviewed the same case, and we are N percent confident that
the true difference hies between 48 8 and 98.7 percent.

Although our analysis suggests that some reviewers are not detecting
some errors, ssa headquarters’ re-reviews of a sample of cases reviewed
by reglonal assessment offices generally have not found that reviewers
missed errors. ssa headquarters uses a subsample of the kst sample cases
to validate the results of ksl pavnient accuracy case reviews done in
regional offices. After a case is selected for re-review by headquarters
personnel, the claims folder and the quality assurance review folder
(with evidence gathered by regional quality review analysts) are sent to
ssa headquarters where personnel review the regional findings and the
coding of these findings in the data base. Headquarters personnel have
only paperwork available for their review, whereas the regional quality
review analyvsts had the opportunity to interview each beneficiary and
others. such as employers, and to gather additional evidence. If relevant
evidence was not gathered during the regional review, the subsample
reviewer is limited in the conclusions to be drawn.

Fc - the period we examined (1981-85), subsample reports show that
most error cases and a sample of nonerror cases were re- reviewed at Ssa
headguarters. The number of nonerror cases re- reviewed was reduced
during this period because ssa believed that (1) review accuracy had
increased and (2) the amount of other work done by the headquarters
review group had increased. Recent cases re-reviewed have included
most error cases and about 10 percent of nonerror cases; but, generally,
the re-review has not identified any errors missed by regional reviewers.

ssa could consider whether it would be cost-effective to have cases from
cach office re-reviewed by an experienced reviewer in another region. If
such cross-checks were done without the benefit of the re-reviewer’s
knowing the prior determination, the cross-check could provide an inde-
pendent, technically sound verification. Current re-reviews by head-
quarters personnel are made with knowledge of the reviewer's
determination: these re-reviews tend to emphasize ensuring that the
reviewer's coding of findings is consistent with procedures rather than
cross-checking.
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reports to the House Appropriations Conunttee. For the st progratn, =<1
Y reported a pavment accuracy rate no less than 995 percent for 1Hs].546 .
. . . -~
j Our analvsis of kst pavment aceuracy indic-tes however that the
- reported accuracy rates overstate perfornanee hecatse ssy does 1ot N
2 « count all of the errors 1t detects in vearly studies, exchiding ervors ~
mvolving ¢ [y underpayments. (2) amounts below S5 per month qond 5 '
= . . . A . >
a cases precluded from correction becanse of administrative procedines -
* _-.
~ and 4
: « report accuracy rates on the basis of cases paid, which cincludimg the
3 above three categories) results inan average of 85-percent paymoent
g accuracy for 1981-86. )
1 -
~ Not including all errors detected when calculating acenracy rates over-
~ states program performance and can mislead managers and the Cone-
~ . . . . ‘.
b - gress about the extent to which potential improvemenis might be A
o realized. Inaddition, ssa needs to determine what additional monttoring 4
or verification might be needed ta ensure quality review analvsts are
- detecting all errors. ht
A fundamental goal of ssais to make aceurate k8 benetit payments, pro- =
- tecting the interests of beneficiaries and the integrity ot the trust funds. o
. As such. the payvment accuracy rate is an important indicator of man- -
. agement effectiveness and program design. Since payvment acetracy can
- be measured m a variety of wavs that portray wide differences in per-
formance. ssa should provide as full a disclosure ot its performance as -
o possible to assist both management and the Congress in providing pro-
W dram oversight, o
- o
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: I'he Secretary of Health and Human Services < hould diveet the Conui -
- Recommendations ‘ clary ol Health ‘ e :
.. stoner of Social Security to report all categories of detected ps? program .
. R . . .
errors. Such reporting should include
.\. 'I.
= o case aceuracy rates as well as dollar accuracy rates, ¢
e . A
- « all errors detected during the sample period. and 7
>~ « thencidence of errors attributed to ssy
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Chapter 2
RSI Payment Errors Higher Than Reported

Agency Comments and
Our Evaluation
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the extent to which regional assessment offices may not be identifying
errors during the Payment Accuracy Study and the effect such unde-
tected errors have on the pavment accuracy rate and

what additional verification or changes may be warranted in the moni-
toring of regional quality review analysts.

T UL G -
™ \--f'_.- ...-\-\‘-‘\..‘: N .I\'.-%{.:f_’., SIS

In a letter dated September 25, 1987, the nis Inspector General said HHS
was in basic agreement with our report. (See app. I1.) He added that
overall procedures on reporting payment accuracy will be reviewed and.
in the future, ssa will report on case as well as dollar accuracy.

Concerning our recommendation to report all categories of detected kst
program errors, the Inspector General said ssa’s disclosure of payment
accuracy data, both internal and external, could be more uniform and
comprehensive. He noted that the House Appropriations Committee
made specific mention of the need to disclose information on the inci-
dence and source of errors in its report (no. 100-256) on 1988 appropria-
tions. (See p. 11 for a discussion of the Committee’s report.) The
Inspector General said that historical definitions and practices about
payment error data will be reexamined to determine specific changes
that should be made. He said the reports on payment accurdacy covering
the period ending December 31, 1987, will retlect these changes,

Concerning our recommendation to examine how well regional assess-
ment offices detect payment errors during the annual Payment Accu-
racy Study, the Inspector General sard that the disparity inerror rates
we identified at two regions wis not necessarily due to performance
deficiencies. According to the Inspector General, other factors, such as
regional variations in error rates or. possiblv, demographic and eco-
nomic causes, might be responsible for lower detection rates. Neverthe-
less, the Inspector General said that there is ment an the thrust of our
finding and nins will pursue the reasons tor thas disparity. He antiaipates
prefiminary results before 1488,

We believe HES's plans are responsive to our recommendations
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How Errors Affect Beneficiaries
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Knowing the size and duration of payvment errors to beneficiaries can o
supplement payment accuracy data. During our review, we expanded >
ssA's eriteria for error. including errors outstanding before ssa’s sample T
month. We did this because it is possible, as we noticed during our _':
review, that beneficiaries can be correctly paid in ssa’s sample month, o
yet have an uncorrected payvment error from periods before the sample ;-“
month. If an error was outstanding, we calculated the net benefit effect Y
for each beneficiary as of the sample month (this effect included all A
uncorrected errors for those beneficiaries since the case begany we then 0
calculated the sum of these payment errors in terms of monthly pay- ‘:
ments to beneficiaries. ssa does not routinely compile accumulated pay- e
ment errors for the cases it samples. /

-~
2

Using an expanded view of uncorrected errors, we found that 16.8 per-
cent (4.5 million cases) had an uncorrected error as of January 1984 and

»
(I

that the cases had been inerror for an average of about 5 vears. (
Underpaid cases averaged $591.50, which was worth about 1.6 months e
of 1984 monthly benefit payvments tor those cases. and overpaid cases :

averaged $1.069.50, which was worth about 2.4 months of 1984 benefits ¢
for these cases. When compared with total benefits paid in each case, f:-:
error amounts averaged about 5 percent. Most of the error cases would N
not have been detected or corrected by routine ssa processes. Even if an "
crror had been detected by ssa, apart from the sample of 2,242 cases. ".'

14.6 percent of the error cases could not be fully corrected because they
were cither totally or partially barred from correction by an ssa admin- -
Istrative procedure.

) -“)

Of the almost one in six cases in error (16.8 pereent ). some cases had all
underpayments or all overpavments and some cases had both. We com-
puted a net ervor in cach case and found that slightly more than 6 ot 10
error cases had a total net underpayvment. Dollar errors in cases with net
underpayments ranged from ST per case to $6,285.80. with an average

of $591.50 per case: the median underpayment was 19455 When com- o
pared with the total payments made in each case, underpaid dollars R
ranged from less than 1 percent to 243 percent (the beneticiary received ;-s
about one-third of the amount entitled), with an average of 4.4 percent j.\
In comparison, dollar errors in cases with total net overpayvments
-

-

¥ )
@

I'—~— . N Ty o . ~
The $6.285 80 underpayment occtrred becitse SSA did not i e cog s (e seticin e o0 .

monthly benefit compntation: The beneticiary i this case turd been inderpaied S the s 7o~

" '_- sl

)
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Chapter 3
How Errors Affect Beneficiaries

Pl atae

ranged from less than $1 per case to $21.367.20.- with an average of
$1,069.50 per case; the median overpayment was $251.40. In terms of
total payments in each case, overpaid dollars ranged from less than 1
percent to 100 percent (the beneficiary was not entitled to benefits
received), with an average of 5.4 percent. The 16.8 percent error rate .
included cases with relatively small total errors.” We computed the aver- .
age without these small errors and found the error rate decreased to
13.1 percent.

::\.
ssa will detect and correct some errors by routine processes. For exam- = ]
ple, beneficiaries who continue to work after retirement may be eligible o
for an increase in their monthly benefits. ssa procedures require that :
this increase be made within 21 months after the end of the earnings t
year. Cases that exceeded this 21-month criterion were considered erro- =
neous by ssa and us, even though a future routine process would eventu- \.?
ally correct the problem. Of the cases in error as of the sample date, 10.8 o~
percent were either corrected by the time of SsA's case review or, ia our :::1‘
opinion, were likely to be corrected in the future by one of several rou- ERY
tine ssA processes, such as the Automatic Earnings Reappraisal Opera- .
tion, intended to review and update records and recalculate benefits. ?;:'

0
As compared with cases that could be corrected by routine processes, an '-;:\
administrative procedure barred either total or partial correction of 14.6 -t )

B

percent of the error cases, as mentioned ecarlier. About three-fourths of
these cases had one or more errors that were totally barred from correc-
tion. The other one-fourth had multiple errors, of which at least one was
barred from correction. Cases with net overpayments were more than
twice as likely to be partially or totally barred from correction than
those with net underpayments. Generally, when the underpayment is
not caused by the beneficiary, it can be corrected even after 4 years.

LS

1.
.

‘'

RS
: The number of months a beneficiary received erroneous benefits, as of 0
Erroneous Benefits , ‘ ary reeed CUR ARG
. January 1984, ranged from a minimum of 1 month to a maximum of 257
Continued for an months, with an average of 61.3 months and a median of 40 months. On -~
« 3 (F, e 1 O IV I O R oy i . . RETE .
Average of 5 Years the average, CASCS TN CITOF Teceive d Fh( wrong ‘1An(mlhl‘\ b( nefit amount g
for 70 percent of the months for which a benefit was paid or was due, :',
Without small errors, the average was 66 percent. ‘:'_‘-I' ‘
O
e LN
“Fhe $21.367 .20 overpayment ocenrred becanse SSA tonnd that the beneticiry shondd fuive biad ben AN
efits withheld becanse of carmings Ths benehiaary bad beenoverpoad torthe past 21 2 vears o
AWe detined small errors s i ciase waith below s $30 1ot accamudated crrorand belos S5 0month :‘:
average error. Cases had to meet both eriteri to be consadered sanatl ':._-’.
.':‘(
E
o
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Chapter 3
How Errors Affect Beneficiaries

Errors Worth About 2
Months of 1984 Benefits

Conclusions

We compared the accumulated error totals with the 1984 benefit pay-

ment to get another perspective on the impact of errors on beneficiaries.

To do so, we first had to express the accumulated errors in 1984 dollars
because inflation had increased the value of earlier error dollars. We
used the cest-of-living increases granted to Social Security beneficiaries
to increase all error dollars to a 1984 base. We then measured the eco-
nomic worth of the accumulated errors as of the 1984 sample date. Fur-

ther details on this constant dollar technique can be found in appendix I.

Application of this constant dollar technique showed that the average
net underpayment per case of $591.50 was worth $827.00 in 1984 eco-
nomic purchasing power. We divided the escalated error totals by the
1984 benefit payment for each case and averaged the results. Using this
technique. the average net underpayment was worth about 1.6 months
of 1984 benefits for these beneficiaries. The range varied on an individ-
ual case basis from less than 1 month to almost 17 months worth of
benefits. For a typical elderly couple aged 65 and over in 1984, this
amount of economic purchasing power represented about 6 percent of
total yearly expenditures.

Our constant dollar analysis showed that the average net overpayment
per case of $1,069.50 was worth $1,342.00 in 1984 purchasing power
(about 2.4 months of 1984 benefits). The range was again wide for indi-
vidual cases, from a low of less than | month to a high of almost 35
months. For a typical elderly couple in 1984, the additional economic
purchasing power was worth about 10 percent of total vearly
expenditures.

Most uncorrected errors are small relative to the monthly benefit. These
errors are not of the type likely to be detected by routine processes that
review payments, update records, and recalculate benefits. Conse-
quently. these errors are likely to continue for a long time and the accu-
mulated error amount can be substantial. The total lifetime impact of
errors on beneficiaries affected by errors not detected by routine
processes or special studies, such as the annual Payment Aceuracy
Study. will be larger than the averages presented in this chapter. This is
s0 because of the following: Had the cases not been included in the sam-
ple, the payment errors for most cases would have continued indefi-
nitely and the amounts overpaid or underpaid would have accumulated
further.
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Chapter 3

How Errors Affect Beneficiaries

Matter for
Consideration of
Congressional
Committees

ssA does not currently compile data from its Payment Accuracy Study to
disclose the size and duration of payment errors to beneficiaries. Period-
ically collecting and reporting the effect of errors on beneficiaries would
provide an additional payment accuracy indicator, disclosing the extent
to which errors are affecting beneficiaries’ payments.

If data about the average and median amounts as well as the duration of
overpayments and underpayments are desired, either on a periodic or as
requested basis, the Senate or House Appropriations Committees may
want to so advise SSA.
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Appendix |

i 1 .‘__:.f_
. Scope and Methodology i
e

g
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TN

We wanted to (1) determine if the sample design and methodology of the '-r_;

Payment Accuracy Study could accurately measure errors. (2) compare
the errors ssa finds with what it reports, (3) determine whether all
errors were being detected, (4) recaleulate error rates to reflect any
detected errors not included in ssa’s caleulation, and (H) measure the
dollar effect of errors on beneficiaries.

From a statistical standpoint, we evahiated the sample size and the pro-

Adeguacy of Sample cedures nused for sample selection, case review, and estimating the
DeSlgn and extent of error; we also reviewed the application of the preseribed

Methodology procedures.

Verification of Detected To verify ssa externally reported error rates, we obtained pubhished ssa
and Reported Errors reports from fiscal year 1981 through 1986 and ssa reports to the House o
Appropriations Committee for fiscal 1986 we then compared data from e

these sources with the study’'s supporting data base. We limited our ver-
ification of the data base to a comparison of the coding on most 1984
cases and the findings recorded in the quality assurance review folder.
Although a few differences were detected, the instiances were not
numerous cnough. in our opinion, to affect the validity of the data base.
We then used the data base and ssa’s eriteria for reportable error to
recalculate the error statistios reported internally and externally by ssa L
for fiscal vears T981-86.

N
\_‘-\"o
.»' g-'—-
To cheek the accuracy of the quality assurance reviews done by the el
regional assessment offices, we considered the reasonableness of the DAY
~ -

determinations and verified the acenracy of the benefit caleulation for
the 2,242 cases sampled in 19840 generally . we used the dataomc the e
review file. We did not attempt to independently vertfy the findings '
through a check of the clams folders i the pses

To check i errors muight be gomy nindetected during regronal office
reviews, we analy zed S vears (TOS T S5 of pavment aceuracy data Sinee

the 10 regional assessment otfices revieswed cases from cach ot the 6
s we constrncted aonetrix showimg ol the number of cases reviewed
and (20 the muumber ol error cases foand Tor each <o by cach reviewing
regiotid office As mentioned carher. some regional oftices detected
more errors than others because they were assigned more error cases for
roview I order to evaluate whether the ditferences i error detection
rates conld be ammbated sofely 1o chonee. rather than some other reason
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Appendix I
Scope and Methodology

(such as analysts in some regions being better at detecting errors than
analysts in other regions), we used the logistic (LOGIT) statistical model.
We selected the LOGIT model because of its ability to deal with certain
characteristics of the sample data, which we needed to consider before
evaluating the statistical significance of detection rate differences. Spe-
cifically, the model (1) permits use of a dichotomous dependent variable
(an error is either detected and valued at 1 or not detected and valued at
0), (2) permits use of nominal independent variables (regions are anno-
tated 1 through 10 and pscs are annotated 1 through 6), (3) allows psc
comparisons even with small numbers of sample cases in some regions,
and (4) controls for interaction effects, that is, regions’ receiving differ-
ent numbers of cases with errors from different pscs.

Generation of Alternative
Error Rates

To generate alternative accuracy statistics, including the errors ssa
deemed ‘'not reportable,” we used the data base to produce case and
dollar error rates that included all detected and recorded errors for each
of the 6 years. This procedure was possible because $sA quality review
analysts coded all errors noted in sample cases regardless of whether or
not the errors were considered reportable, We used statistical techniques
similar to those used by $sa and projected the alternative error statistics
to estimate underpaid and overpaid dollars and numbers of error cases.

Impact of Errors ca
Beneficiaries

To evaluate the impact of accumulated errors on beneficiaries, we
obtained all available quality assurance review folders for the 1984 Pay-
ment Accuracy Study sample from the 10 regional assessment offices
responsible for carrying out the review. This vear was chosen because
the data were the most current available when our review was started.
Althougl the January payment was sampled. not until the following tall
were all cases completed. findings entered into the data base, and the
data base verified. The 1984 Payvment Accuracy Study sample, 2.242 gsi
cases from across the country, was reviewed by analvsts in the region in
which the sampled beneficiary resided.

ssa considers an error to exist only when the sample month payment is
incorrect. For the purpose of measuring the nmpact of errors on beneti-
ciaries, we included all cases where the benefictary was either due
money or owed money because of an error, regardless of whether the
sample month pavment was correct or incorrect. As a measure of the
impact of errors on beneficiaries, the amount of the error for a specific
case was caleulated and expressed as a total of all money due the benefi-
ciary or due the government. We calculated other camulative statistics,
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such as total benefits paid, months paid, and months incorrectly paid;
we also made mathematical comparisons, such as the percentage of
monthly payments in error. To compare the impact of accumulated error
dollars with the 1984 monthly benefit payment, we calculated a new
total dollar error (using cost-of-living increases granted to Social Secur-
ity beneficiaries), expressed in constant 1984 doilars. To calculate the
number of benefit months represented by the error amount, we divided
the new total doliar error by the amount of the January 1984 monthly
benefit amount. This constant dollar technique was necessary because
the value of error dollars over the years was affected by inflation.
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Appendix 11

Comments From the Department of Health and
Human Services
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N Mr. Richard L. Fogel | -
.. Assistant Comptroller General | s
- U.S. General Accounting Office [ o
- Washington, D.C. 20548 ! -
N | Dear Mr. Fogel: | A
. ' .
- The Secretary asked that I respond to your request for the |
) Departwent's comments on your draft report, "Social Security: .
K s Payment Accuracy Rates Are Overstated." The enclosed comments | >
Yy represent the tentative positicn of the Department and are . b
t: subject to reevaluation when the tinal version of this report is ! hf
. received. ‘ “
) ."':-
(o We appreciate the opportunity to comment on this draft report | -?;
before its publication. ‘
!
‘ -
o ‘ Sincerely yours, \ -
!: i ] \ i ..‘
’ | ",.
_;' \ \A \\ [ N [ | -
) .
o, Richard P. Kusserow .
Inspector General
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Appendix 11
Comments From the Department of Health
and Human Services

COMMENTS OF THE DEPARTMENT OF HEALTH AND HUMAN SERVICES CON THE
GENERAL ACCOUNTING OFFICE DRAFT REPORT, "SOCIAL SECURITV-
PAYMENT ACCURACY RATES ARE OVERSTATED"

General Comments

This report presents the General Accounting Office's (GAOQ)
analysis of the Social Security Administration's (SSA) measure-
ment and reporting of payment error rates in the retirement and
survivors insurance (RSI) program. It also presents data
developed by the auditors on the amount and duration of
erroneous payments to Social Security beneficiaries. In
essence, the report concludes that SSA's sampling methodology
and procedures for measuring errors and determining annual
payment accuracy rates are adequate. In fact, the auditors
used the review data produced by SSA as the basis of all of
their findings. They did nct see the need to perform an
additional audit of the quality assurance review process.
However, the report notes that the data could be better
presented to fully disclose the amount of error in the RSI
program, and to allow for better program oversight by Congress
and SSA. Specifically, the report faults SSA for not reporting
case error rates, for understating the extent of errors by not
also reporting on underpayments, errors from $1 to $5 per
month, and errors barred to correction, and for not reporting
whether errors SSA detects are caused by it or others. The
report also has findings related to the performance of SSA's
regional assessment offices in detecting errors.

We are in basic agreement with the thrust of the report that
more comprehensive disclosure of data is both desirable and
feasible. We plan to review our overall procedure in the area
of reporting payment accuracy data, and we will in the future
report on case as well as dollar accuracy for both overpayments
and underpayments.

GAO Recommendation

The Secretary cf Health and Human Services should direct the
Commissioner of Social Security to report all categories of
detected RSI program errors. Such reporting should include:

-- case accuracy rates as well as decllar
accuracy rates,

all errors detected during the sample
period, and

POl

the incidence of errors attributed to 5032
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Appendix II
Comments From the Department of Health
and Human Services

Te™

Derartment Comments

We agree that SSA's disclosure cof payment accuracy data,
internally and externally, could be more uniform and ccm
: hensive. The House Appropriaticns Ccmmittee in 1%ts regc
‘ (number 100-256) makes specific menticn cf the payment a
data that SSA provides, and indicates tha*t the data repc
’ Congress should "disclcse the incidence c¢f errcrs arnd the
i extent of error attributed to SSA as well as the percentage of
‘ dollars paid errconeously." As we take acticn to comply with
the Committee's instructions, we plan t{c reexamine our histor:i-
. cal definitions and practices regarding error data with a view -
: towards determining what specific changes shculd ke made and S
‘ the correlating effects on trust fund accocunting, program -
oversight and resource management. We will ccmply with the o
Committee's instructions beginning with the data fcr the pericd f
ending December 31, 1987. L
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GAO Recommendation e

|

|

\ The Secretary should also direct the Commissicner
‘ Security to determine:
!

i

i

]
LRy
193}
(0]
(9}
)
[}
s

~- the extent to which regional assessmen<®
offices may not be identifying errcrs
during the payment accuracy study and
the effect such undetected errcrs have -
on the payment accuracy rate, and -

-- what additional verificaticon or changes ’
in the monitoring of regicnal quality :
review analysts' determinaticns may te !
warranted. s

! Department Comments -

This recommendation stems from GAQ'

i s effcrts tc cdetermine

\ whether some regional assessment offices perfcrm ketter than

' others in detecting errors. Using a statistical medel, GAC

| compared the differences in errcr detect:on rates hetween adll

\ possible pairs of SSA's 10 regicnal assessmrent staffs and found

} statistically significant differences in the error detestion

‘ rates for the Chicago and Denver s+ affs Thaese tw> re

] showed consistently lower error rates 5AT does nou bel

| that the lower error rates are due *2 sampling wvartabilisy, &

! chance, or differences in actual errocr ra‘tes ~ordirny %o o

X the report, GAO's "statistical mecdel =one St hay "
influences by mathematically remiwina *he ST ff-
offices receiving more cases wi<h <=rrorc o 23
others.*) GAO concludes that th:s dina ot ' =

rors

two review offices are not finding er
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Appendix 11 .

X |
M Comments From the Department of Health "
" and Human Services i
o
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Y .
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\3 }E
§ national accuracy rates that are higher than they should be. g
I We do not agree with this conclusion that the disparity in Y
-~ error detection rates is necessarily due to performance o
) Y p
} deficiencies in these two regions. 1In our view, the varilances N
- could be due to other factors, such as regional variations 1in ‘ T
v error rates. Additionally, we do not believe that we can rule 3 RS
out demographic and economic causes for a lower error rate 1in ‘ ph
! these regions. -
£ :
- These concerns notwithstanding, we find merit in the thrust of -
o | GAO's finding and will pursue efforts to determine the reasons N
? ‘ for these apparent disparities in regional detection rates. We 9
- anticipate preliminary results by the end of calendar year :\
oy 1987. -t
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