
r/a-MI? 963 SOCIAL SECURITY: PAYKET ACCURACY MTS3R713AED V
(U) OENEPU. ACCOUWTINS OFFICE WkHINTON K MAW

r LMOCLL NIFIDFESOURCES DIV OCT 6? OMMO-N-10 / 51I



44

U2-

111111 .25 1.l1.."~II6

Mir~rCHDV R ZOI Mlt N TEST CHART



* - .*e.-. - -

IMIIC FILE COI Unite,,d Ses' G r Accounting, OMc:"

GAO Report to the Chairmen, Subcommittee on
Labor, Health and Human Services, and
Education, Committee on Appropriations,
U.S. Senate

October 1987 SOCIAL SECURITY :

Payment Accuracy
Rates Are Overstated0

N 0 V 1 91987

DL±-D
Dip r L ...... 0

GAO/'HRD-88- 10 -.".
0



GAO United States
General Accounting Office
Washington, D.C. 20548

Human Resources Division

B-229146

October 29, 1987

The Honorable Lawton Chiles
Chairman, Subcommittee on Labor,

Health and lHuman Services, and
Education

Committee on Appropriations
U nited States Sen,,ate

The honorable William 1I. Natcher
Chairman, Subcommittee on Labor,

Health and luman Services, and
Education

Committee on Appr()priations
llouse of Re)resentatives

This report discusses the accuracy of the Social Security Administration payments to more
than 33 million retirees, survivors, and dependents. The report also describes how the
agency monitors its payment accuracy and reports to the Congress on its performance.

Our review was made pursuant to the Budget and Accounting Act of 1921 (31 U".S.C. 712)
and the Accounting and Auditing Act of 195) (31 I.TS.C. 3511).

We are sending copies of this report to the Secretary of Health and Human Services; the
Commissioner of Social Security; the Director, Office of Management and Budget; and
chairmen of congressional committees and subcommittees with oversight responsibility for
the Social Security Administration.

Richard L. Fogel
Assist ant (Compt roller General



Executive Summary :.
.4..

*.4:

Over 33 million beneficiaries-retirees. survivors, and dependents-Purpose received about $175 billion in Social Security benefits during fiscal year
1986. These beneficiaries rely on the Social Security Administration 7%
(',A) to calculate and pay the correct benefits. ssA measures how accu-
rately it calculates and pays benefits by reviewing an annual sample of

payment cases. Because accuracy rates are used as barometers of how
well SsA carries out its fiduciary responsibilities to beneficiaries and the
trust funds, GAO sought to determine the adequacy of SSA's measurement
procedures and the accuracy of the rates reported annually for the
Retirement and Survivors Insurance (si) program. SSA'S largest pro-
gram. GAO also measured the effect of errors on beneficiaries.

SSA's 10 regional assessment offices annually review a sample of about

Background 2,000 payment cases to determine accuracy for the isi program. This

review is an imperfect barometer in that it is not designed to identify
with certainty the many specific causes of errors. Other ,-"SA samples are
designed to analyze causes of errors and monitor changes in processing
accuracy, but cannot be used to project overall u si payment accuracy
because they do not include certain cases. SSA uses the results of it-
annua! payment accuracy sample to compare overall trends in RSI pro-
gram accuracy over time.

In 1985, ssA began reporting an RSi payment accuracy rate to the House
Appropriations Committee, which expressed concern about the impact
staff reductions might have on payment accuracy. sA 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 SSA's processes for measuring payment accuracy, using
the findings of SSA'S quality review analysts tlor 19 81-86 to verify the
reported accuracy rates. ;AO also statistically compared the perform-
ances of the SSA regional assessment ofices to (leermine whether varia-
tions in the error rate detected might be due to something other than
chance. Finally, (A() used SSA's 1984 a)Iym1W Saml)le toI calculate the
effect of errors on beneficiaries.

Results in BA's sampling methodoiegy anlt I r,,t',sfs f,,,u ('asi,,g errI ., ad."

determining annual payment accllacy rate's are adequate. lowever. not

all errors detected are included when ;ll'(aura1\tles are calculated
becalUse of how ,;s\ infit e )r(et s errors. ( 'mseq ,III lx. 1 \ ) blieves a;ct I)a] - ...

error rates are about t Wile what ca\ ('HlllI e1('S. \\,'n S \ does nlot

1'age 2 (;koAI IWO sh It, Va N, ,, ra' IIe% (hertal.
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Executive Summary d

include all errors in calculating and reporting accuracy rates, it over- -r60

states program performance and can mislead managers about the extent
to which potential improvements might be realized.

When -'sA reported its annual payment accuracy rates for 1981-86 to the
House Appropriations Committee, it reported an accuracy rate based
only on total dollars paid, not on the incidence of cases in error, which
was less favorable. Further, SSA's reported accuracy rate did not include
underpayments and certain overpayments, which S!SA believed Should . .

not be reported as errors, nor did the rate differentiate between errors
caused by S-SA and those caused by others.

When GAO counted all detected errors for 19865, the case accuracy rate
was about 87.3 percent (compared with SSAVS 94.1 percent). which
means that about 4.2 million persons were overpaid or underpaid bene-
fits totalling $ 1.1 billion. Recalculating error rates for 1981 -86 to include
all errors s~sA detected did not change the overall downward trend in
errors.

s5sA payment accuracy rates measure overall izsi program accuracy, but
do not measure how errors affect beneficiaries. When GAo calculated thle
total impact (ifall errors on individual cases ove time. it found almost
two-thirds oif errors were underpayments: because ot thle nature of thle
errors, most would not have been likely to be detected by rouitin'e SSA

processes.

Principal Findings

Incidence of Error Not For- 1981 -86, SA re'portled anII average 99.5 percent pay ment atccuracy
rat e baise(I on t ot al 11( rg ram illars ,1, a nd not t he a( v era ge 92. 1 perce-(,nt%Reported .case accuraicy rat e based on SSA (lit eil. Tlhis ga'vI an ovrly avoabe ~
imfpressio n of paymilent aIccIraICY Althboungh b(othl rates are vappropriate
measuires calculated by ss:. tilie case accn racy raIte is a better inrdicato(r
of tile incidence (if error: tile (lollar aiccyI- raIte is aI better indicatlor of,
the overall impact of errors on prOogranl i Iiiiaiios. 1S.* said hat oiide~t
ss'%. it reported the accuiracy rate based ml \~ onl tot al d ollars Ipaid
becaluse, inl thle past , it ha"d repiortedl this igure 1() t hose5 inIuiiring 81)011
overll jid'liIet 'I((licly. ( See p). 13.)

Page :1 (iA0i IiHi) sX 10 h.N milit \ccilraI% Rawts ki. 0O ... a
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Some Errors Are Not In reporting dollar accuracy rates, SSA understates the extent of errors %P,
Reported because its criteria for errors do not include (1) underpayment errors. I-

(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 SSA calculates a separate
underpayment accuracy rate but does not report this outside sSA: the
second, because the amount of the error is relatively insignificant: and
the third, because payments that sSA 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.)

Exclusion of errors detected significantly affects the number of cases y.-
reported in error. When GAO included all detected errors, the case error
rate averaged about 15.0 percent or about twice what SSA calculated
using its criteria. The case error rate steadily decreased from 19.7 per-
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 J.
affected by errors each month.

Although ssA determines whether errors it detects were caused by it or
others, SSA 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,i a
statistically insignificant increase. Reporting the errors caused by ss..%
would provide better comparisons of ss.'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, Hsi errors may be higher than indicated in this report.

GAO combined 5 years of sample data and compared and analyzed t he
error detection rates of the 10 regional assessment offices. i;.\ found a .

disparity in detection rates for the Chicago and Denver rcgi hal otfi' -
that coul d not be attributed to ('hance. This disparity was n1 fitimd by
the ss.\ headquarters grolip, which samples and validates Ihe regional
assesslllents hl t has not dloe a disparil N analysis. From t li ay;iiailt';h,

.. a.01-
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Executive Summary

SS.

data, GAO could not estimate the extent of any undetected errors or their '-

effect on error rates. (See p. 22.)

Effect of Errors on To measure the effect of underpayments and overpayments on benefi-

Beneficiaries-Another ciaries, GAO used KsA's January 1984 sample. GAO found one of every six

Perspective 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 1W
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

Matter for of overpayments and underpayments, are desired, the Senate or House
Consideration of Appropriations Committees may want to so advise SSA.

Congressional
Committees

Recommendations GAo recommends that the Secretary of Health and Iluman Services (MIls)
direct the Commissioner of Social Security to make a more complete dis-
closure of RSI 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 SSA. sSA should use such error rates to
better assess program performance and to decide the extent of improve-
ment it deems attainable.

(;AO also recommends that the Secretary direct the Commissioner to
improve monitoring 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 (etected.

Agency Cormments ,is generally agreed with the thrust of the report. itis said it would Isreview overall lprcedures for reporting payment accuracy (ata anl
reexamine its definitions and pra(t ices, (2) report case as well as dollar %

accuracy in the future for both overpaymtent s and underpaymlent s. and
(3) report the extent (I error attributed to ,5-. IIls also said it planned
to det ermine the reasons for the disparities ill regiolnal (electi(n 'alc(-s 0

0
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Chapter 1

Introduction

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, SA 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
stated 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, SsA'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, Rsi is the largest program that SSA administers. In fiscal year

Affect Benefits 1986, ssA paid over 33 million beneficiaries about $175 billion in bene-
fits. Rsi 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. hSsA
cannot totally control the accuracy of initial or subsequent iisi 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 types of payment erros's
occurring.

I'For fiscal ,var 198I . , r,\ l cdh(l aitll rlv "c(.I-, l x,-\ t ltt h l l lb ( 'l ,
jri F',' lI

fiscal year 1987 anI at thc riqle'lt of' the I I -I, tIlld .S'c I I 'llloti Ir" S I I \tI rl i l Q II , I " It
'vdhatin g crl'. i'+, dit I (olh hd I) ,,.\ t , i n d roI ll oll< to I IIv('',I I l I I tI I 
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staff redtlltions on x'ri Ie
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C'hapter I
Introduction

V
How SA MeauresThe Office of Assessment within s.A reviews. evaluates, and measures* Ho SSAMeasresthe accuracy of Social Security programs, including the ui program, and

Payment Accuracy makes recommendations for corrective action. For thle iisi 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 thle 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 out side thle count ry 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 -adjiidicat ive act ions) and
cases for which no actions have been taken. It is. therefore, The only -

study from which an overall annual accuracy rate can be projectce on
sequently. its value is primarily that of anl overall accuracy inidicaiw.
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 ofpIayment errors are derived from the
other two studies.

2 The Payment Accuracy Study currently samples .1 anuary benlefit pay-
ments. and t he accuracy of that miont h's chieck is reviewed. A samptledl
(hieck may' include benefit payments for. more than onle benleficiary
because multiple tpersons may be entitled tot benefits under a sing'-le
Social Security account nuLmber. The address of' the sam led bene ticia iY v
(let ermines wich of IW regional assessment ottfices will be assignedl t hc
case for review. At a iregiomnal assessmnt office, onle or mlorUe qual it V
review analysts will detcriline t he co)rrect ness of t in' caIse by rev jewin10
the claims folder. maintained and sub~mitted by one of six programl ser-
vice (.enlters ( I'5(. If' required. anl analyst will interview th l'i eticialcy
andl others, such as eliptlovers, and gat her corn dmrat ingi e'\ idl(t tn oi
(ditterent Sourles. Suc~h aw; state hiurellis (it \it al Saistics.

VlFor e'ach cas~e' an analyst the c11 odes thle titudligs. Such i'. t lie dothicr
anniuuit of the payment err~ior. ~ss\ has Set criteria t,(Ii del'tt'iiiii1iiL an1
error iu1ring a ('r;I. i(' andi Io 'm (iiuiii' oilo 'm iinj im iuiII

tulo vius g to ilt alicel' I eu ieiot(In crriy ~u'tta m uuu (i thu'. ;I reu (\ \ I -I h
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Chapter I
Introduction

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 (SsA, 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 SSA 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 SSA managers to provide an indicator of how well SSA is attaining -'.

overall quality objectives. 5'.'d'

Objectives, Scope, and Our objectives were to determine (1) whether SSA accurately measures
and reports Rsi payment error rates and (2) the total amount and dura-

Methodology 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 SsA'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 ,6A's
reports to the Committee and in reports within SSA (internal Office of
Assessment reports to the Commissioner and other 55A& managers).
Where we identified instances of errors that 's. had detected and
recorded in the da t se hilt did not enter into the (alcli lltioii of, its
a(' 'iray rate, we recalci laited the paynient accii racy statist i(s. -

To determine it ss.\ quiality rvieW anal ysis might be missing some
errors. t hereby miderst at ing t le incidence of error. we analyzed 5 fiscal
years ( 1981 -85s) o" payment acciiracy rates. I sing a stat ist ical model, we
(Omilpiiafld all posible pairs 0f reviewilig iegiols to see it error, were

.. .10 1. XR



Chapter 1I5
4 Introduction
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analysts.

To measure how errors affect beneficiaries, we reviewed 2.2-42 ciasls (In
sM .As fiscal year 1984 payment accuracy' sample) in detail and compiled
cumulative statistics about the errors in each case, fm-r example: I twal -

amount of payment errors, total benefits paid, total nunmber oft months
paid erroneously, and total number- of months paid. Tlhe I 984 payment
sample was chosen because it was the latest sample completed whenl We
began our review.

In this report, we present information from our- review andl analysis of
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
briefed the staff of the House Appropriations Committee about our
review of SSA'S payment accuracy. Subsequently. the Committee
included language on this matter in its 1988 appropriat ions report (no.
1009-256). The Committee ad vised ss.M to discls inora io1o its inci-
dence of errors and those attributable to SSA-, as well as the perc'ent age oft'
dollars paid erroneously.

We did our work at SSA~ headquarters in Baltimore; a regional assessment
office and satellite office in Philadelphia: and the Mid-Atlantic and

.4 Great Lakes i5ss To understand the three routine i~t studies (mentioned
earlier) used to monitor program qualityv. we obtained information onl
the quality assurance process. We also gathered and evaluated miore
(let ailed informat ion concerning thlese stuidies. A'ddit ionaml dliscuissio n o)f
our scope andl methlodology ('ain he fountd in appendix 1.

Wve dlid notd review ((cpitern t ri ls relating toti I ic generat io n of, statl is-
, t ics fromir the dat a base. Tli i was" unniecessary because, as art () ()muIt.

det ailed work. we reviewedl lhe dlata inl 19841 case files and comparled
tat datla, on1 1 case by rase basis, with lit(i inlomat ion in the dalta balse:

lI Iing SA (st illilt ing pl'( icdil res. wve were able I ( m co imput e tI ie stat ist R(5
% relmlrted at ssMA ( internally ) aid w itlsidle 'sMs (externally). We did o)ur

wo~rk Frm Mlarchm 1985 ilurouigli (c~e 1 986 ill a('(Oilie with Iicrmn-
ally attelt '( government 'umimuli i-g Staundards.

P'age I I (.W IIRI)-8X 1i) I'a. inew~ \sccurIc. Raei A~ -rt- I )hsr'tai s.
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Chapter 2

RSI Payment Errors Higher Than Reported

ssA s measurement system for tile RS ;r(graml is adelqiltc III bial it (all
provide accurate and reliable estimates onl tile amiount of ernir II the
program. This measurement system uses the annual PaymentAuirc
Study (mentioned earlier) to draw a. sample, following a specified Sam-
pling methodology, and to provide basic data. These data are pro 'jected
to the universe by specified statistical techniques. Although the mea-
surement system is technically sound, we believe the data Could be bet -
ter presented to (1 ) more fully disclose th-~ iimount of error in thle it
program and (2) enable managers to better gauge tile extent to which
potential improvements might be realized.

During fiscal year 1986, ss- reported to the House Appropriations (Com-
mittee an R-si accuracy rate based only on dollars paid. even though ss.Vs
Office of Assessment had also measured thle Rsi program wit h a rate
based on cases paid.s.x said it reported an accuiracy rate based only onl
dollars paid because that was what it had repor-ted in thle past to those
inquiring about this matter. An ftsi rate based on dollars paid generates
a high accuracy rate and, conversely, a low-error statistic- because thle
program payment errors that do occur in monthly payments 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
describing the Rsi program and should be used to fully disclose the
extensiveness of payment errors.

Dollar errors detected by ssA analysts are about twice what S.5A's reports
to the Committee indicated. ssA counted certain overpaid dollars while
excluding several categories of detected errors because it did not con-
sider these as reportable errors. In addition,,SSA did not count underpaid
dollars as errors even though they were detailed in internal reports.

For fiscal year 1986, all RSI payment errors detected by SSA analysts
indicated that over $ 1.1 billion was underpaid or overpaid during thle
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 paymentW
errors than analysts in other regional assessment offices.

SAreported to the Committee that the iRsi accuracy rate ranged between

Does ot ~99.5 and 99.6 percent from fiscal years 1981 through 1986. This figure
All Detected Errors includes only benefit dollars associated with certain overpaymlents

Page 12 GA.-O FIR[)-88. V Pavnie14ii .*Ac-urauc Rajtt e,. X~ (htvr%tated
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Chapter 2
RSI Payment Errors Higher Than Reported .

occurring in the sample month., It does not include all detected errors
recorded in the data base, namely net underpayments, errors below $5
per month, and errors barred from correction.

Although NSA only reported certain overpaid dollars to the Committee,
internal SsA reports specify dollars attributable to both overpayments
and underpayments. ssA does not consider underpayments 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 underpavments should be reported as errors.

An Office of Assessment official stated that the minimum amount for
reporting a monthly benefit error. set at $5, was based on the quality
assurance criterion used in the Aid to Families With Dependent Children
program. This $5 amount represents a negotiated criterion agreed to by
the federal government and the states for determining state fiscal liabil-
ity for incorrectly paid benefits. SS:\ decided to adopt this criterion for
the Payment Accuracy Study, even though determining fiscal liability is
irrelevant to this study.

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 ,
from $1 to $5 a month affected the case error rate by an average 30,
percent (see p. 17); therefore, in our opinion, tlhese lesser amounts
should be included. Further, SSA recognizes tllit these are paynent
errors even though not reported; t hey must. t herefore. be corrected
unless they are barred from correction. We (lid not cmnsider benefit c(m-(n-
putation errors below $1.()0 to be payment err(ors because ss.\'s r'o)unding
procedures for benefit payments require rounding comput at ions down-
ward, not upward, to the nearest tollar.

-.9.
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('hapter 2

PRSI Payment Errors I|igher Thait Replrted

The Payment Accuracy Study procedures state that if a payment case is
barred from correction by an administrative procedure, it is to be
reported internally as a "non-dollar impact deficiency." ss.' believes that
reporting cases barred from correction as errors is inappropriate
because the cases are deemed "correct" by an administrative procedure.
SSA 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 HSA 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.

SSA'S including all errors in calculating and reporting payment accuracy
would better indicate the itsi 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 .'_IN

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. J

S,'?

Reporting Error ,5A reported dollar error rates to the Committee and in internal Office of
Assessment 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-
tee, provide a measure of the extent to which beneficiaries 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 Hlealth and luman Services nor the Congress is
sent the reports because SSA believes lieit her (esires such det ail. We
were told that internal reports have l)een distributed outside ss, whe,
requested or when SSA felt the reports answered a specific inquiry.

Case accuracy rates are a better indicator of s.Vs ability to pay benefits
accurately because these rates show how meany people are being cor-

re(tlV or incor rect lv paid. whtreas the dollar accuracy raItes are t ne- .- ,

sure of the size of dollar errors in relation to total dollars paid. Although ,.

Page I.1 GA() FIRI)-S, 11) Pa. 1ment .vura' RateA .re (0xerstated
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RSI Payment Errors Higher Than Reported
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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 1 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. ,!

ssA'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 low of 72.1 4

percent in fiscal year 1986 to a high of 96.1 percent in fiscal year 1982:
others, such as beneficiaries, cause most overpayments, 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 sS: each year
would more precisely indicate how well ,:s.\ fulfills its responsibility to
accurately pay benefits.

Taking the errors detected by SSA in the annual sample. we calculated
who was responsible for payment errors. Overall, most errors were

* attributed to SS.; the ('ase error rate decreased bet ween fiscal ycars
1982-85. showing a slight but statist ically insignificant increase in 1 986
(see tal)e 2.1).

4..-.
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Table 2.1: Causes of Payment Errors
(Fiscal Years 1981-86)8 In percent

.Fiscalyears

Cause of error 1981 1982 1983 1984 1985 1986

SSA 115 144 t00 8 1 62 70

Beneficiary or other 20 21 29 37 26 30

"Excludes errors made ir cases barred from correction by SSA s admitnslraivo pfocedures

Some errors could be categorized as being caused by either the benefici-
ary or 16A, depending on how one interprets the findings in a specific
case. For example, a beneficiary who was overpaid because he did not
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
beneficiaries of this requirement at the time of application and sends
periodic subsequent reminders; in addition, this requirement is stated in,

the information provided to applicants and beneficiaries. SSA attributed
the error in the example above to the beneficiary. In reviewing SsA's
basis for categorizing the causes of errors, we found that its determina-
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 9f SSA'S performance over time; however, because of the
nature of the annual Payment Accuracy Study, incidence of error is not
the best indicator for detecting recent changes in accuracy. The study
measures cases being paid erroneously as of the month of the study;
therefore, it primarily reflects errors made in earlier years. Conse-
quently, the usefulness of the data in measuring how accurately SSA

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 r)isalhowanCes Study and the Postadjudicative
Study. Such measures, which are compiled as a 1;-month rolling average
and reported quarterly, would be better indicators of the effect staff'
reductions could be having oin 1S program accuracy. Both the annual
payment and quarterly process accuracy rates arc included in our" three .
reports oin Social Securit v.

.- .'°'
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Chapter 2 p'
RSI Payment Errors Higher Than Reported

RSI Cases in Error -'sA'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
correction by an administrative procedure were included. For instance,
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
case represents one or more beneficiaries paid under one Social Security
account number. The categories represented by the bar graphs in figure
2.1 include both overpaid and underpaid cases because SSA includes both
in its internally reported statistics.

Figure 2.1: Case Error Rates (Fiscal Years
198186)21 Percent of Cases

9

. .... ..... .....

1981 1982 1983 1984 1985 1986

Fiscal Year

Acmrnstraiveiy 13I'red Errors

Monmhiy Errors Beilow $5 .

SSAl ,or cwe'a

From fiscal years 1981 through 1 986, ss..\ internal ly reported case cr-r( r.
444rates that averaged 7.9 p~ercent . W hen errors below $5 ' per miont h and

errors b)artt'd fro co U rrect ion arte added, t he av\erage errorw rate
increases to ; 4.9 percent. The erro r rate dlecreased fro m 1982 to 198

largely b~ecause of fewer cases Weing I tndt'rpaid.
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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 198 1 to 1982 and thle
decrease since 1982 were not due to chance, but we could( not rule oult
that possibility for the small increase fromt 1985 to 1986.

The underpaid case error rate dropped from 14.8 percent in 1982 to 6. 7
percent in 1985. S.SA attributes the underpayment decrease to inore
timely processing of benefit increases from earnings after ret iremlent.'
The error rate increased slightly in 1986 because the( nulnlber of
underpaid cases below $5 per month went uip. ssA\ was resp~onsible for
72.1 percent of the underpaid cases in 1986. p~rimarily because of' corn-
puter processing problems. The percentage of underpaymients caused by
s~sA has generally declined from a high of 96. 1 percent in 1982.

From 1981 through 1986, overpaid cases fluctuated between 4.7 and 5.6
percent of cases paid. Before 1986, beneficiaries had been responsible
for the greater proportion of overp~aid cases. This proIport ion peaked in
1983, when beneficiaries were responsible for 74.7 percent (oft the over-
paid cases, but declined to 50.0 percent in 1986. Of' the cases it analyzed
and reported, NSA found that the reason for this decline was ( I) that ben-
eficiaries were more accurately reporting earnings to comlply with thle
annual earnings test and (2) the phasing out of student benefits. "'SA.
attributed the improved accuracy in earnings reporting to its sending
reminders to beneficiaries about estimating earnings.-
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RSI Benefit Dollars P~aid in The dollar error rate calculated by 'SSA, Used to report pl~ nIt accIracyv
Error to the Congress, av~eraged less than 1 /'2 of* 1 percent ov~er 6 fiscal yecars.

W~e compared this rate with lthe dlollar error rate we calculated that
inc'ludedi addit ional NSA detected errors (table 2.2). ('onsiderat ion of
these additional error categories increases the average dollar error rate
to almo st 1 percent. A dollar error rate of 1 percent sems low, butl curl-
rent lv this rate amounts to '$1 .5 billion in erroneous benefits each year..
Of the three types of errors SNA. detectedI butl (id niot include in its dollar
error rate calculation, including uinderpaymnents as a dollar error
increased the rate by the largest increment. Overall, from 1981 to 198:3.
the dollar error rate steadi ly increased because of increasing un rderpay-
ments; thle rate t hen decreased, alt hough niot constant ly. wit I It he lowest
total dollar error rate for the 6years in I1986.

Table 2.2: Dollar Error Rates Over 6
Fiscal Years" In percent

Fiscyears ____ .

Recorded errors 1981 1982 1983 1984 1985 1986 ..

Calculated by SSA 052 043 052 049 048 035
Additional calculations by GAO
Underpayments 037 0 58 0 59 027 036 0 19
Below $5per month 003 002 001 002 002 002 %.
Barred 0 13 0 14 009 004 007 009 '.

Total 1.05 1.17 1.23 0.83 0.96 0.66
Me~~ calculadted the,,( error rate,', wsro 2,sA 11A I- rito 1 e. arid rt-( wirl Error', I he oarx error * .

rale', are Aeq!hted E-stoale's iwt ie irithrw( wi i t.," rvii~, 1

The e ffect o f di ffering etrror-i' irt l i g crit e ria i I pro ject ed e rri r doll ars
is illustrated in figure 2.3. F~or ex anmple. in fiscal year I 986 . t he ('st i-
miatedi dollars paid1 in error grew fro m $60( 2 millio n ($0t.6 hillionn, using
the accuiracy rate, ss., reported to t he ( olnnittee. to $ 1.1 billion when] all -

detected and recorded errors are( included. Ini this figure. uinderp~ayment s
are illustrated separately because S',, (lid rioit inch idc Own]e inl its reporti
to the Commit tee. SS..'S I1986 Internal r'epo rt shoN is un rderp aidl do)llars
andi overpaid dollars in at similar mianner. As shown in figure 2.3, the
addit Ion of e rrors of less thIan Sir per mnt lIIII does I ot Imate IvriallI Iy a ffect
het( pro ected dollars in error. ev-en t hot igh t lie adldit ton oft tiese error01s.

does significantly increase t hi pr ijecl ed cases int error ias was seen in
f igu Ire 2. 1.

'e'
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Figure 2.3: Dollars in Error (Fiscal Years
1981-86)

2.0 Billions of Dollars

4..

1.5x.

1.0

0.5

0

1981 1982 1983 1984 1985 1986

Fiscal Year

4, A,1"'',,s:,ax v y Ra- c f ,-o's

os I~ Mo":'ly [L'o's [3, ow $5 4

Ac'trding to ( v SMit was resp )nsile It w 77. 1 percenlt of t he uinderp a id
'V (101 Idolatrs inl 1986. I ncorriec t c fuiptit at ions hav\e replaced late recompit a-

ti)ns (ias Iiwiit i(le viei erl ier. toI increase benefits5 as at result ()f earnings
after ret irenment ) as t he leading unlderpalvmlent probleml.

In 1 986, SSAx repoItrteid t hat beneficiarties were respo nsi ble fm tr5:3 .7 per-
'V cent tt the t erpa iddlas. Althbough t he annual ea rnings test was still

.4, th(le highiest single i'easotn ftw orverpaymnent s (2 1 .0 percent ). t is realst
was at its Itowest po1 int since overpaviment s have beenl repo~ rt ed .Mtost

overpaid doldla rs fillI 198G resulIt ed frt nl prt blents th1 at ft urnerl '. had a
mutch smaller dollar err~or rate. s I IcIh as iIlctI.) i t'ct (et ernlIi IlI it1 )11.' t t" Itill-
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Payment Accuracy Qult tview anlylsts deter-mine p~ayment accl acy r-ates by r Iev jew~ing
case. W fond hatanayst insone Iegiondai assessmfenit offices mlay

Reviewvs M\ay Not Be be better* at detecting errtor-s than analysts in other- regional assessmlent
Detctng llErrrs offices. Consequently, Rsl eiror-s may be higher- than indicated in this

repor-t. We combined 5 \'('drs of payment accur-acy r-esults to compare
thle 10 () egional assessment of fhces. OurI st at ist ical anly1%sis showed si"
nificant differ-ences, which could niot be at tiribtited to chance, in the
number-s of err-ors detected by the var-ious recgionls. These difUcecescc
wer~e not detected b~y thre hecadqu ar-ter-s gr-oup, which samileis and ev'al-
ates cases rleviewved by the regional assessment offices. We appliedl anl
analysis methodology specifically designed to identity statistically sig-
nificant differ-ences in detect ion r~ates bet ween pair-s Of r-egin al offIices.

MAdid niot make such an analysis.

Each regional offices eri w dlet ection)f rates for the paymnent ac'uia\'
samples of 1981-85 are( shown inl table 2.3. For' example, in 19 1 1 thle
Boston Regional Office found] 17.2 per('eni oft lie ('ases it i'evjewed to ( he
in er-rorl. In the 1981 -85 per-i d, over-all (let ect itn Wi'a iitt' ifli g i lie oticfliis

r-anged frlom at low of 11 .A per('ent f'oi' Ienver- to (a high of' 19. per'i( ''it

for Philadelphia. Some of' the diflf'erences in em wor dete(tion liiat ts are
because the major-ity of samiple cases assigned to it i'egi( mal f''i'ori
recview come fri ml one orI two of' the six t'i's; (hus. ths cases ('lI na v no t

htave thle same f'requec wA Of' em w-)Is as t I se ('ases assi gn ed Iii) anIlt I her
r-egional office. Whith r-e'e ives cases fri iml differ-ent I s . i 'I ant iiiitr
way. a ritIegional offlice assigned ('ases with I more erri u'-s should hind)( rii ne

Table 2.3: SSA Regional Assessment
Office Error Detection Rates by Sample In percent

YerSample year 5-year
Regional assessment office 1981 1982 1983 1984 1985 average

Aotrl 17 ,

1(4 '1

Overall average 16.6 19.5 15.3 13.9 11.3 16.1 '
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The study results shown in table 2.3 do not confirm that one( region 01i-

consistently better at detecting errors than anot her. IDifference, (-ild Ill
attributed to, as mentioned above. (1I) some regions' being assigned nim-rt
cases with errors than those assignedI to other regions ort (2) t he irinal

and expected variation that arises fromt ran(Iom sampling. Sincew(
wanted to know whether some regions were better at detecting ('rr-ors
than others, we analyzed the 1981 -85 Plyment Accuracy Stul (1i1x lat
determine if differences in error detection rates betx. een regions wr
statisticai significant., WXere we to find any% statist ically significant (lit'-
ferences, we would conclude that some factor. ot her than the saill)ing
process, was affecting error detection. lIn oulr opinio n. that facto(r woul d
most likely be the ability ol the regions to (ietect errors. O ur statistical
model controlled for other influences by, mat hemat ical ly remoiving the

-'effect of some offices' receiving for review more cases with er-rors thlanl
others; we then evaluated the statistical significance of the remaining

.. Jdifferences in error detection rates. U sing the model, we comp~aredi the(
- differences in rates between all possible p~airs of regions and found com-

parisons with Chicago and [Denver to be statist ically significant.- We
found no other comparisons to be statistically significant. Fromt the
model, first, we conclude that Philadelphia Kansas C'ity. Dallas. New
York, and Boston were more likely to detect an error thanl Chicago (table
2.4). For instance, Philadelphia would have an 85.3 percent better
chance of detecting an error than Chicago; wve are, 90) percent confident
that the true difference ranges between 82.3 p~ercent andl 88.4 percent.

* Table 2.4: Comparison of Regional
,' Assessment Offices' Likelihood of In percent

Detecting Payment Error Greater probability of
detecting payment error

than Chicag9 __

Regional assessment office Estimate Interval"
Philadelphia 85 3 82 3 to 88-1
Kansas City 848 76 7to 918
Dallas 738 70t o769
New York 68 7 593 to 787

Boston 5 18 23 6to91iC

'Irlerais ae cornrje1at f" sInc ia ,O-fre 10c,1A,'icu

wit tilt) t lit imltidelice m11'X al Ill 1 it I l-wi .. i;.ip.-.

Page 23 GAO IIR)-MN 10 Ilio. iti .*%cviracN Itito, (i .r i~i



Chapter 2
RSI Pa3 nient rror% Higher Thani Reported

Secmidi we t( ind statistically significant (litfferencies tin erro r (It'! tt ii t
bet ween IthI e P hi ladel phIIia atndt D enver 4fdices. We est irnat ed I tat I it Ia -
delphia had a 72.) percent better chance o)f detect ing an erro)r than D en-
ver it' it reviewed the same case, and we are 901 percent confident that -

tht( true dif ference lies bet ween 48.8 and 98.7 percent.

Although 01W analysis suggests 'hat some reviewers are, noit detecting
som)We e,~rrs SSA headiquarters' re-reviews o)f at sample oft cases reviewed
by regi( n;' I :Issessinent o)ffices generally have not found t hat reviewers
missed erro)rs. SSA headquarters uSI's a su~bsample o)fthe iRsl sample cases
to validate the results of ttsi payment accuracy case reviews done in
regional o)ffices, After a case is selected for re-review by headquarters
p)ersonnel, the claims folder andi the quality assurance review folder
(with evidence gathered by regional quiality review analysts) are sent to

SSA headquarters where personnel review the regional findings and the 1

co)ding of these findings in the data base. Headquarters personnel have
o)nly p~aperwork available for their review, whereas the regional quality
review analysts had the o)pportunity 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.

W%
F(:the period we examined (1981-85), subsample reports show that

most error cases andi a sample of nonerror cases were re- reviewed at SSA

headquarters. The number of nonerror cases re- reviewed was reduced
during this periodi because INA believed that (1 review accuracy had
increasedI and] (2) thle amount o)f (it her work done by t he headquarters
review group had increased. Recent cases re-reviewed have included
most t'rrmr cases and about 1(0 percent of nonerror cases; but, generally,
t he re-review has n1it ident ified any errors missedi by regional reviewers.0

ssM- could considler whet her it wouild he cost-effective to have cases fro)m -

each i)flice re-reviewetl by an experienced reviewer tin anot her region. It'
such I crwis-checks were d(mev withbout the benefit () the re-reviewer's
km wing t he prior determination, the cro)ss-thieck c(iilti pro)vide an inde-
p~endlent, t echnical ly sounrd yerificat ion. (Cuirrent re- reviews by head-
quiarter (w5i )s5micl are made witht km iwledge (if the reviewer s
tdeterminat ion: I Iese i -ri'vi'ws tlend to emphdasize ensuring that the
re'viewe's (-()ding o)f findings is ((isistclnt withI l-nmtt'ure' rat her t han *

ci, 15-i I'ck inrg.
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stae pn4' )grallm per-f ormantt' Mi ca)4 li lflisl(adl Iflllaii(ers W111 Il' ('441-

gre'ss 111)011 the extent 14) whc i))tc11411 al imlprov4ln('il s Imght he~
relized'(. Ini adiionl. 's"_\ Ii('('(s 1) (I(t('rflii)( ~hial anhdit n 111( 1fllim1)11ring -

(w v('rjticati41 (ilig!Ir it2 (' cd('d U) l1511?'(' yj118111 re 1'4XU' a1lilx st- 81')'

(14tect'1ing all 4214 4m.

A inldament al goal ot 5.\ is to imike a(4)II1i4 1.1-1 lw(i1'fit 148> 1))4'ls. 1))-
tec(t ing thle inltere'sts of' belnefi('iari4's ando ti i (i~eI t,14 Ilie Inilst flnvls.
As 511(1). the paymnent acc(llraIcv rte4 is -Al il1j1 111lal iI1(Iiaiit ()' ma181-

age'mcnt effectiveness and pI-ogll (lesigl. Silwe4 paylflli al)raci('V 481
I)(, m1as5re 1'2Iil a X'a P14!v ()f' ways Il 144)1' pfl'~v \ Widl) h(feelies ill per-
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gram 4 )Vmersighll
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Chapter 2
RSI Payment Emwos Higher Than Reported

" 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 payment accuracy rate and

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

Agency Comments and In a letter dated September 25. 1987, the tits Insp~ector General said is
was in basic agreement with our report. (See app. IL.) I le added that

Our Evaluation overall procedures on reporting p~aymnent accuracy will be reviewed and.
in the future. -sSA will report on case as well as dollar accuracy.

Concerning our recommendation to rep~ort all categories of detected Risi
program errors, the Inspector General said -s:.Vs disclosure of payment
accuracy data, both internal and external, could be more uniform and
comprehensive. lie noted thlat thle I lou se Appropriat ions 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. I11 for a discussion oft the Committeev's report.) The
Inspector General said that historical dlefinit ions and p~ract ices about
payment error data will be reexamined to d(eterminle specific changes
that should be made. Ife said t lie reportls (in payment accuracy cvrn
the Period ending December 3 1. 1987. will reflect thtese, changes.

Concerning our- recommnndatil N) examinle ho w well regiomnal assess-
ment offices detect payment erroirs duiiiing thle anll 11al lPavment Accu-%
racy Study. the Inspect0or General said~ 111;11 thle ilisjaril in error rates
we ident i fied at t w( reghins was n di necessaily di ie to I srtf~rmlanl(t
deficiencies. According to thle In1spector Geerl ;(w(fhl.( tIi faictors, such as
regional variations inl error rates o)r. )((5 11,1 emgrajdhic and e(-
nomic caulses, might he reslifsihlefo Inwmr (1(11( de(0c wi's- \evert he-
less, the Inspector General said 11hat there i', iuu'rit ill Ilie t111,11t of wii!
finding andl tin1s will pursiue t he reasons I- I tll-, disl a ujI y I le aniticipat es
preliminary resulIts befi re I 9 88.

W~e b~elieve iliis's plants are resp~l\ cusv 1 (niii it" rclIIluin('niat m il

Page 26 (1A * IIRI lx IiPa'. niimvu r Rale .' ke r* .. atefl'
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Chapter 3

How Errors Affect Beneficiaries

Knowing thle size aii1( (lIitat1 iti ofif vifllt erro'(rs toI beneficiar'ies can
supplement paymnent accuriacy dat a. Di )ring ourw re'view, we exp~andedl
SSA.," criteria for err( II inluinlg erro rs out1st a ning befoire ss.\5 samle i

mont h. WeC (id this b~ecauise it is possible, ats weI notUiced dur iing oullr
review', that beneficiaries (anIl be correctly paid in ss.\s sample mionth,
yet have aln fco Irrect ed playmient erro r fro m periodi(s before the sample
month. It' an errorw was outstanding, we calculated th l et berleft effect
for each beneficiary ats of the samp le monlith (this effect i nclulded all
uncorrect ed errTors for those beneficiaries since th ci'~ase began i: we thenl
calculated the sumn of these payment errors in termis of miontlhly pay-
ments to beneficiaries. ss% (does not roult inely copijle accumulated pay-
mnent errors for the cases it samples.

UsT~ing an expanded view of ulncorrectedh erroirs. we tfound that 16,8 pe'r-
'S cent (4.5 milionm cases) had anl unco rrect ed erro it s (if .Iauuarv 1984 and

that the cases had been in error for anl average of about 5 years.
t nderpaid cases averaged $59 1.50, wvhich wvas wort Ih ab~ nit 1 .G imnt his
of 1984 mionthily benefit paymients foir tho se cases. and overpaid cases
averaged $1 .0619.50. which was worthi about 2.4 monit s (IF 1984 benefits
for these cases. WVhenl compiaredi withI toltal benlefits paid in eatch ca'se.
error amOunit s averaged abouilt 5 p ercenlt . Mo1st oft lie error casI' (d5wouil d

'U not have been (det ecte'd Ill' (corrected by routine s,,,. processes. Even if an
error had been detected by 55*.\, apart fromn thle sample of 2,242 cases.
14(6 percent of t he enrl (aIseIs coul no11 I t he ful l crrec ted becaulse t hey
were eit her totally olw partially barredl fromu correct io n by anl s5.\ adiinl-

-~~ ist rat ive p~rocedu re.

.Almiost One in Six Of the almost one inl six caises, inl erro in 16.8 percenlt ). 51 iint cases had all
~~Underpayment s orI al 11 ver ialvmleut s and I 5( ic (ases, had bo t 11. W~e co m-

Cases Had ~puted a net error inl each caste and founid thatl slightlIy mor( e t hanl 6 of
~~ Outstanding error Cases had at toltal net Iindherpal )V ntt. Dl) i ITer( lS ill Cases wVit li nlet

underpayment s auigeol fr( Il $ I per'icase' t o1 $6. 285.8(1. wit 11 anl averageUnderpayments o orof $591.50 per case: th Im ned ianI i(I derJa v inent w; , $ 194..5 5. Whe wIi ill -
S Overpaymnents pared with the totlt a 'avillenits mlade Ii ea'ch ca se. u uderp aid dlil s

rangedl fromii less I hadll I p ercenlt to( 24:8 percenlt It hie beneficirv rece ived
P about (ne-third (if the amililt (lit it ledl. with an ailvarage (if' 1 4 pence lit 0

Ini complJarison, dol)1lar c'nn is inl cast'" wXithi tlotal iet iera11 t

"I'l(, $6 2 .7,8( t~riequ n~vlt Il-rd h N"A '10 (?,1 11, hd, Xl~l , 1!!
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Chapter 3
How Errrs Affect Beneficiaries

ranged from less than $ 1 per case t~o $21,367.20.- wit It an a kvrage of
$1,069.50 per case; the median overpayment wvas $251 .40). In termis of
total payments in each case, overpaid dollars ranged from less than 1
percent to 100) percent (the beneficiary was not ent it led to benef it s
received), with an average of 5.4 percent. The 1 6.8 percent error rate
included cases with relatively small total errors., We comptte1 the aver-
age without these small errors and found t he error rate decreased to-
13.1 percent.

ssA will detect and correct some errors b~y root ine p~rocesses. For exam-
ple, beneficiaries who continue to work after retirement may. be eligible
for an increase in their monthly benefits. ss,% lpr(medulres require that
this increase be made within 21 months after the end oif the earnings
year. Cases that exceeded this 21 -month1 crit erionm were considered erro-
ne~ous by ssA and us, even though a future rout ine pro)cess wou~ld evenltu-

* ally correct the problem. Of the cases in error as oft the samp~le date. 10.8
percent were either corrected by the time of 5.s:% s case review or., :,i our
opinion, were likely to be corrected1 in the future lby one of several rmu-
tine 55sA processes, such as the Auitomat jif Earnings Reapp~raisal Opera-

* tion, intended to review and update records and recalculate benefits.

As compared with cases that could be corrected by routine p~rocesses, an
administrative procedure barred cit her total or- pailtial correct ion of 14.6V
percent of the error cases, as mentioned earlier. 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, whiich at least one was
barred from correction. Cases withI net o)verpayment s were mlore than
twice as likely to be partially or- tot ally barred fromt correct ion than
those with net underpayments. Generally, when the undlerp~ayment i s
not caused by the beneficiary, it canl be correct (1( even after 4 years

Eroeu eeisThe nu mbe r of nin ~ths at henlefticia r'V r(Ue i N4e I- oi m is be neftitIS, as of,
.January 1984. ranged from a inimnum (0t 1 month 1()t a miaximium of 257

Continued for an months, with an average (ft' G I.: I utt I is a I il a mle( ha iit () t 0 l)nt hs. 0 )n
Average of 5 Years the average, cases i n error rece i vedIl e w ronlg InoIIII I iYv henefI am l()lnII

for 70 percent of the months, Ifor which aI benlefit was jiaiol or was due.
Without small errors5, the a v(raige wais I1 I )Ei *01

VIvfi t w ~it 1 el lxvllsv of e,iu l 1,111, hi' ic 1,i ;.\I lX LI I' T) - i 1\ i I 111 i i- 1 1) 1 ',ill

ar age~i erro*r. UiLI.eS li~id to I~e III ii 1 1'. 1, I i'. 1,( " '.l1 F
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Chapter 3
How Errors Affect Beneficiaries ,',:

..- a

Errors Worth About 2 We compared the accumulated error totals with the 1984 benefit pay-

Months of 1984 Benefits 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 cost-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 I 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 V-

per case of $1,069.50 Vwas 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 1 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 yearly
expenditures.

Conclusions 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 acct-
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 Accuracy
Study, will be larger than the averages presented in this chapter. This is
so because of the following: Had the cases not been included in the sam- "-
pie, the payment errors for most cases would have continued indefi-
nitely and the amounts overpaid or underpaid would have accumulated
further.

Page 29 GAO IIRD-88-10 Pa1 lne t Ac'cura' Rates Are Oh ,ralated _
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Chapter 3

How Errors Affect Beneficiaries

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.

Matter for 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

Consideration of requested basis, the Senate or House Appropriations Committees may
C ,ongressional want to so advise SSA.

Committees

Pg :

N-'
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Appendix I

Scope and Methodology

P~ayment Accuiracy StudyI cmi11( accuirately measure error-s. (2) compare
the errors ss.. finds1 with what it reptorts, (3I) determinle whet her all
eIT( ts were being (let ected, (4)l recalcu Ilate it* rt U rates to re flect anyv
dletectedi errors riot inllu IIded in ss \s ca I(-t ital ion, and 5 F) masure t I e

dolla fect oft errors onl blleficiaries.

From a st at ist ical st and)i nt, we evaluml ed thet samiple size and the pr-)
Adequacy of Sample (-edo res ised It()r Samp~le select imltn case review, and estimatting thle

Design and extvilt l virtW we also reviewved thev apiciatio it' thIe prescribed

Methodology procedures.

Verification of Detected To) vent vss. externially revported errorm rates, we o)btainled puiblished S,'.

and Reorted rrorsrel)oiis fri m fisc-al x'ear 1981 t inIInigli I9M6 and ss. ref)ois to t lie I Ioiis(
Appro)priations ( tmul tee Forl fiscail 19Mb we I hell (oinfared data from - -l

thlese sour-ces with lthle sIidy's supiltingii dat a base. We limiited four ver
ificat ion o)F t lie data base Ito a (omjarisoi lof thfe cmiig oill mo(St 1984
cases andt thle findIings recortled ill thle (Iiafit y assuiraince review folder. -

Alt bouigh aI few (Ii Here n(-es werc e tectedl. he jst alces were 1mo1

numeousenogh, Inl ouil I opinion, to a f~et Ihe validit v oif' the dat a base.
Wo t lelln used t lie dat a base and S",\V triteria foir repl)t-t)I* 'tr to

reca lctI lat t it e cvrror st a tist itcs rt'ptt)rt ed ii itenrIiaIfIv anI d ex t ernall I I ys.,.
ft in- ist-al yea rs 1 98 1-86,

To) thit'tk Ie at-tuiracv (of t it(' qua.1lityv ass I raihe reviews tIlttit by t lie

regional assessilt'nt offites, we -ttisidert'd t lie reasonab'iies.s o)F I lit

lIeI( 2.2-42 t ases saiiiplcdtl in 1984. geiit'rally we lisetl Ili dt'at a ill thlit

rvifw tit. W'(ill utl taltlnpt tf int t'j'ilt'itlv \ctritv\ til lt idiuigs

throumgh a chittk of thel thituits ftitlei-, ill thit' t'

ITo ttI i f i-k .1ii- Ir IIIghI t be gilIIg tiI it it i'i te i ii I IIg it'gitil ttffi111ttk

it ~ ~ ~ ~ a 11 gi t lI I II Ii Ii I I' I ti tl' lf i it '- lit i ' t I ' It

%. ..



/%1

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 S"
(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 To generate alternative accuracy statistics, including the errors SSA

Error Rates 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 ssA 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 c 1 To evaluate the impact of accumulated errors on beneficiaries, we
Beneficiaries 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 year was chosen because
the data were the most current available when our review was stalted.
Althougl the ,January payment was sampled, not until the following fall
were all cases completed. findings entered into the dat a base, and the
data base verified. The 1984 Paynient \ccuracy St udy sample, 2.242 1?,[ .
cases from across the couilt rv, \as rev jewed hV ill aI'sls i) I he regil l ill
which the sampdled beneficiary resided.

SsA considers an error o exist only when T1he samilth' j1, mi1 p;ayilieil is P
incorrect. For the pirpose of lleatsi ilig I ll' illpact (1f c' r0l"l oll h)lw ei- P

ciaries, we included all cases where the hl neficiar v was elI her (Ille
money or owed nloney be('cals, of an error. regarle'ss of wet hel twI
sample nminth l)aynent was corl'ecl r inc rr'c. As a 1leasilre ot, " I h'
impact of errors (11 belleficiarit's, I lie allmliilt of lhe error I'mr a specific
('ase was (alhulat(l alld express(I as a ltwal oif all fli hi( I t liel, [(,fi-
ciary or due the goV'irnmlelt, We haliite(l ot her ci il/ui;lt ly statistics.

Page :34 Atl Ilii) GA It IIN ' Pa' m n ccira,' a Rat' \rq Pht' er'ta tl
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Appendix I
Scope and Methodology

such as total benefits paid, months paid, and months incorrectly paid;

we also made mathematical comparisons, such a~s t he 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- liv ing increases granted to Social Secur- •-
ity beneficiaries), expressed in constant 1984 dollars. To calculate the.".
number of benefit months represented by the error amount, we divided "'

the new total dollar error by the amount of the .anuary 1984 monthly .
benefit amount. This constant. dollar technique was necessary because !_
the value of error dollars over the years ws affected by inflation.

,

(R.

.1-'.

*~1.*____ ____ ___-____

Suchas ttalbeneits aid monhs pidand onth inorretlyaid

we aso mde atheatial cmpaison, suh a theperentae o

doarswiheh 1984montl beeitpament we ca~lll'll 'ulated aI new()trl~lq "l%'

) ' _ :.:;-,: ;-: :..-.;:-, ,!..- ... total:., dollar.: erro (using- cost.:-of "::-in incre.a,-:.:-:es, grante to.% .: Socia Se-" .• .-
:,,:.,, ........: ...-.:.:.,....:.... beneficiaries),... expressed.-. in.constant--1984..dollars.- o calculat the -



Appendix 11

Comments From the Department of Health and .'

Human Services

nIPAITMKNT Of HEALTH &HUMAN SERVICES Offie of IrwOscW G.iel

SP25 1W

Mr. Richard L. Foe.
Assistant Comptr oiler General
U.S. General Accounting Office
Washington, D.C. 20548

Dear Mr. Fogel:

The Secretary as1~ed that I respond to your request for the -

Depart .entes comments on your draft report, "Social Security:F
Payment Accuracy Rates Are Overstated." The enclosed comments
represent the tentative positicn of the Department and are

4subject to reevaluation when the tinal version of this report is
* received.

We appreciate the opportunity to comment on this draft report
before its publication.

.4 Sincerely yours,

Richard P. Kusserow ..

Inspector General

* Enclosure

119P 1 .1R sh1)P . oiiXcir4R l r %e~a
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AppendLx I1
Comments From the Department of Health
and Human Services

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

General Comments

This report presents the General Accounting Office's (GAO)
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 not 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 of 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 dollar -
accuracy rates,

-- all errors detected during the sample
period, and

-- the incidence of errors attributei t- 2.

Page 36 (;A() IIRISXI 0 |aO mi:It .(ccmarae% Rt4 . h r Jr;h 4 "
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Appendix 1
('onments From the Department of Health
and Human Services

Decartment Comments

We agree that SSA's disclosure of payment accuracy data, tcth
internally and externally, could te more uniform and compre-
hensive. The House Appropriations Committee in its report
(number 100-256) makes specific mention of the payment accuracy
data that SSA provides, and indicates that the data reported to
Congress should "disclose the incidence of errors and the
extent of error attributed to SSA as well as the percentace of
dollars paid erroneously." As we take action to comply with
the Committee's instructions, we plan to reexamine our histori-
cal definitions and practices regarding error data with a v-ew
towards determining what specific changes should be made and
the correlating effects on trust fund accounting, program
oversight and resource management. We will comply with the
Committee's instructions beginning with the data for the period
ending December 31, 1987.

GAO Recommendation

The Secretary should also direct the Commissioner of Sccial
Security to determine:

the extent to which regional assessment
offices may not be identifying errors
during the payment accuracy study and
the effect such undetected errors have
on the payment accuracy rate, and

what additional verification or changes
in the monitoring of regional quality
review analysts' determinations may be
warranted.

Department Comments

This recommendation stems from GAO's efforts to determine
whether some regional assessment offices perform better than
others in detecting errors. Using a statistical model, GAO
compared the differences in error detecticn rates between al:
possible pairs of SSA's 10 regional assessment staffs and foujnd.
statistically significant differences in the error deet
rates for the Chicago and Denver staffs. The-e tw-s re cI 7.
showed consistently lower error rates. :;A' does e e
that the lower error rates are due to samr'ln 3' v,,
chance, or differences in actual error ra]ee. A rdn ,
the report, GAO's "statistical mel -
influences by mathematically re!- n i , t-
offices receiving more cases wt r:r-.
others.*) GAO concludes that thio fin. ,
two review offices are not findinu, or- , r, n

GAO ,%
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nainlacrc ae htae ihrta hysol e
Wed o ge ihti oclso httedsaiyi

natona raccurac radtesnthatae hightelthan thy shul be. rul
Wet denotrapree with thisnoclcusion thra ther dispart ratni

dfcece inthesetw regions. I u iw h aine

Tero rate.s Additonaly, we on noeiven the thrun rul

,0 : GAO's finding and will pursue efforts to determine the reasons
for these apparent disparities in regional detection rates. We

1987 -%

anticipate preliminary results by the end of calendar year%
19 7.:
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