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WHAT DO WE KNOW ABOUT THE “ERROR RATE” 

IN SCHOOL MEAL PROGRAMS?
We do not know much about the extent to which ineligible children are being certified to receive free or reduced-price school meals.  Two sources of data have been analyzed by USDA’s Food and Nutrition Service to estimate the extent of erroneous certification — data from the Census Bureau’s Current Population Survey (CPS) and data on the results of the school lunch verification process.  Unfortunately, neither data source contains the information needed to estimate erroneous certification accurately.  Moreover, both types of analyses that FNS has conducted are subject to serious weaknesses because of problems inherent in these data.  These weaknesses result in overstatement of the extent to which ineligible children participate in the school meal programs.  
Analysis of Census Data
FNS’ analysis of CPS data compares the number of children actually certified to receive free meals to an estimate derived from census data of how many children are eligible to receive free meals.  The analysis finds that in recent years, the number of certified children has significantly exceeded the estimated number of eligible children.

It should be noted that this finding does not hold if the analysis includes the reduced-price meal category along with the free meal category.  The number of children certified to receive free or reduced-price meal benefits is very similar to the number estimated to be eligible based on the CPS data.

Most important, the comparison cited as evidence of substantial “overcertification” is marred by serious methodological shortcomings.  
· Timing:  In the comparison that uses census data, CPS income data for a full calendar year are compared to school lunch certification data for the fall of the preceding calendar year.  For example, the CPS income data for calendar year 1999 are used to estimate the number of eligible children and this estimate is then compared to the number of free meal certifications made in August, September, and October 1998 (for the 1998-1999 school year).  During a period when unemployment is falling, wages for low-wage jobs are rising significantly, and incomes are increasing — as was the case in the late 1990s when these analyses were conducted — income over a calendar year would tend to be higher than income in the prior fall.  This means that the estimate of the number of children eligible for free meals would be lower than the number certified even if every free meal certification were correct.  If FNS’ analysis for the 1998-1999 school year is adjusted so that the calendar-year estimate of the number of children eligible for free meals is compared to certifications for free meals made in the fall of that same calendar year, one-fifth to one-quarter of the “overcertifications” estimated under this method disappear.

· Use of Annual Income:   In the FNS comparison, an estimate of the number of children eligible for free meals, based on CPS income data for an entire calendar year, is compared to the number of children certified for free meals by the end of the previous October.  In applying for free or reduced-price meals, however, families are not told to provide their annual income.  To the contrary, families are told to provide their prior month’s income.  In practice, families generally provide income for the previous month, income for the current month, or, in a small number of cases, annual income if that provides a better picture of their income.  When providing annual income, the family may use the prior year’s income to project the current year’s annual income if the prior year provides an accurate reflection of current income.  Some families may also apply after the start of the school year (but before the end of October) if their income drops.  Because incomes fluctuate significantly, especially for low-income families, substantially more children are eligible for free meal benefits based on income in August or September or October — or income over the previous year — than are eligible based solely on annual income as determined by the CPS.  This discrepancy alone is likely to result in a sizeable underestimate of the number of children eligible for free school meals in the FNS analysis and renders the comparison of free meal certifications to the estimated number of eligible children problematic.
A 1987 study of the school lunch program gives some indication of the extent to which fluctuations in income and household composition diminish the accuracy of the FNS comparison.  The study found that 15 percent of the children who were eligible for free or reduced-price meals in November or December were found to have had income or household composition changes large enough to raise their family’s income above the free or reduced-price income limits by the following spring.  These children were correctly certified for meals.  Yet under the CPS data that FNS uses, these children would appear as ineligible and as having received meals because of error or fraud.  Significant numbers of children in households correctly certified for free meals are likely to be classified as ineligible under the FNS analysis because of its exclusive reliance on annual income data.  

It should be noted that a similar issue arose a few years ago with respect to the WIC program.  FNS estimates based on annual CPS data showed many more infants receiving WIC than appeared to be eligible for it.  As controversy grew over this matter, USDA commissioned the National Research Council to study it.  NRC found that “[USDA’s] current method of using annual income to estimate eligibility results in an understatement of the number of infants and children eligible for WIC.”
  The NRC findings are significant since the issues that must be addressed in estimating the number of children eligible for WIC and the number eligible for free meals are broadly similar.  Both programs use similar rules regarding the period for which income may be used in determining a child’s eligibility for these programs.

FNS also has suggested that its results show that school meal participation by ineligible children is increasing.  It is not possible to tell from the FNS analyses, however, whether certification of ineligible children is increasing or whether a greater portion of eligible children is being certified.  While there are no data on whether the percentage of children eligible for free meals who are certified has changed over time, there is strong reason to believe that the percentage of eligible children certified has increased significantly over the period the FNS analyses cover.
  There are several reasons why the proportion of eligible children who are actually certified might have increased during the 1990s.  “Direct certification” for free school meals — in which children receiving food stamps or TANF cash assistance are automatically enrolled without having to complete an application — became more prevalent over this period, which increases the certification of eligible low-income children.  Simultaneously, program outreach by school personnel intensified because school meal certification counts are used to distribute federal and state education funding streams, which grew over the period analyzed.  In addition, technology has improved schools’ ability to make receipt of free or reduced-price meals more invisible to other students in the lunchroom, which might have reduced low-income families’ reluctance to enroll.  In its report on its analysis of CPS data, FNS acknowledges that these factors may have lead to an increase in the portion of eligible children that are certified even though they also may have brought in ineligible children.  
Critique of Verification Data
FNS also points to the results of the income verification process as a source of information on the extent of overcertification.  In the income verification process, up to three percent of applicants who have been certified to receive free or reduced-price school meals are asked to provide income documentation in November or December.

Unfortunately, verification data are severely limited as a source of data for measuring certification error.
· Benefits Are Terminated For Non-Responders Even If They Remain Eligible:  For a variety of reasons, many families contacted through the verification process do not respond, and as a result their school meal benefits are terminated whether or not their income would render them ineligible.  The verification notice is often sent home with children and many households report never having received the request.  Other parents report that they were unable to understand the verification notice or that it was in a language they couldn’t read.  Consequently, it is important not to assume that all or most children whose meal benefits are reduced or terminated as a result of the verification process are actually ineligible to receive benefits.

FNS recently analyzed verification data from 19 states.  Although this data is not nationally representative, it does include data from urban areas and thus may provide an indication of the impact of verification nationwide.  FNS found that 74 percent of students whose benefits were reduced or terminated as a result of the verification process — or nearly three of every four — were terminated due to non-response rather than because they had been found to be ineligible.
  In addition, the most recent nationally representative study of income verification in the school lunch program, conducted in 1987, found that 81 percent of all non-responders were actually eligible for free or reduced price meals.
  (Some 59 percent were eligible for the meal benefit they were receiving, while 14 percent were certified for free meals and eligible for reduced-price meals and 8 percent were certified for reduced-price meals and eligible for free meals.)  This study noted that significant numbers of parents reported they were not able to understand the verification notice because it used words they didn’t understand or was in a language they couldn’t read.  .  The school meal program differs from other means-tested programs in which there are face-to-face meetings with caseworkers and requests for documentation are generally made at these meetings where they can be explained.  Other studies conducted for FNS found that significant proportions of those who were terminated due to non-response did not recall ever receiving a request for verification, which is usually sent home with a child.  
· Less Error-Prone Children are Exempt from Verification:  Students who are “directly certified” to receive a free or reduced-price meal because they receive TANF or food stamp benefits are not included in the group of students from which verification samples are drawn.  In a recent non-representative pilot project, FNS found that about 95 percent of children who were directly certified at the start of the 2000-2001 school year were still eligible for free or reduced-price meal benefits later in the school year.  This finding suggests that the error rate for all children certified for free or reduced-price meals is significantly lower than the error rate just for the group of certified students that is subject to verification (since the group subject to verification does not include those who are directly certified and the error rate is quite low for directly certified students).  As a result, the percentage of children found ineligible in the verification process or terminated due to non-response to a verification request cannot be equated with — and is almost certainly significantly higher than — the actual percentage of children receiving free or reduced-price meals who are not eligible for the meals.

· Income or Household Composition May Change After Certification:  Families subject to verification are asked to document their income in the month prior to verification rather than at the time of certification.  Since verification may be conducted until December 15, families may be providing income documentation for November or December when the income reported on the application represented family income as of August or September.  When a child’s meal benefits are reduced or terminated as a result of the income level reported through the verification process, it is impossible to determine whether the child was erroneously certified or whether household income or composition changed and the initial certification was correct.  FNS has no data on the extent to which the overcertification problem found in any of its analyses reflects certifications that were conducted correctly but where family circumstances subsequently changed.  The analyses, however, were based on data from the late 1990s when incomes were generally rising and would account for some changes in eligibility.
Conclusion

Although existing data do strongly indicate that some ineligible children receive free or reduced-price meals, existing analyses do not measure how many children are incorrectly certified.  The analyses based on census data suffer from a number of serious methodological flaws, while the data based on school-lunch verification results blur data on the number of children whose families did not respond to a verification request with actual findings of ineligibility, and also fail to account for the exclusion of the least error-prone children (those who are directly certified) from the pool of children subject to verification.

In addition, the analyses fail to distinguish between children who were ineligible at the time of certification and children who became ineligible later in the school year.  This is an important distinction when the analyses are being used to design changes in the certification process.  No studies to secure data on this important question have been conducted.

SCHIP and Medicaid provide eligibility for children for 12 months based on income data provided at the time of application, since these programs have found that it is not administratively feasible to alter eligibility status throughout the year as family income fluctuates.  Yet FNS’ school lunch studies count as errors all cases in which a certification was conducted correctly but family income rose over the free meal income limit later in the year (and often placed a child in the reduced-price income range rather than the free meal range).  FNS counts these children as erroneously certified because under the program rules households in which income has risen above the eligibility threshold are ineligible, even though in practice these rules are not enforced.  A substantial portion of “overcertifications” may simply reflect this unrealistic measurement standard, which tags the school lunch program as having committed errors in these situations.  When developing policy proposals that would affect the eligibility determination process, income fluctuations should be treated differently than certifications that are incorrect in the first place. 

In the absence of better information about the extent of overcertification or its causes, policy proposals intended to address the issue need to be designed with great care.  Otherwise, they risk resulting in large administrative costs, limited impacts in reducing errors, or — most serious of all — large numbers of needy, eligible children losing benefits as a result of families having difficulty complying with additional paperwork requirements or understanding what they are supposed to do.  Based on past research, an estimated one million or more eligible children could lose benefits if income verification requirements were applied to every applicant.
 
� For the most recent year for which these data are available, the number of children certified for free or reduced-price meals was two percent larger than the number estimated to be eligible based on the CPS data.  Because of the numerous problems involved in using CPS data to make this comparison, as described elsewhere in this analysis, this two percent difference is not meaningful.


� National Research Council, Estimating Eligibility and Participation for the WIC Program, Phase I Report, 2001.  In response to an earlier version of this paper in which we raised doubts about using annual CPS data to estimate the number of children eligible for free or reduced-price school meals, FNS argued that the estimate of the number of eligible children is similar regardless of whether annual income or “average monthly income” is used.  This response is beside the point: “average monthly income” misses income fluctuations during the year in the same way that annual income does.  Neither approach reflects how eligibility actually works in the school meal programs or FNS’ own guidance to schools regarding how income should be measured.  Indeed, the NRCs study on estimating the number of people eligible for WIC explicitly states that the deficiencies of the old FNS method of measuring the number of people eligible for WIC based on CPS annual income data applies equally to data seeking to measure the number of eligible people based on average monthly income.  





� It should be noted that because FNS’ comparison of the number of children certified for free meals to the number estimated to be eligible uses the number of children certified for free meals by October 31 — rather than the number certified at any time during the school year — the degree to which use of the annual CPS data understates the number of children who are eligible is not as large in FNS’ analysis of the number of children eligible for free school meals as in analyses that use annual CPS data to estimate the size of the WIC-eligible population.


� To the extent that eligible children are not being certified and the number of children who are certified exceeds the number of children who are eligible, the number of certifications that represent ineligible children would be greater.  Unfortunately, there are no available data either on the number of children who are eligible for free meals based on a valid income measure (as distinguished from the problematic estimates of the number of eligible children produced by relying exclusively on annual CPS data), as explained above, or on the extent to which eligible children are not being certified.


� For example, a report on verification in Illinois by USDA’s Office of the Inspector General makes this mistake, referring repeatedly to “error rates” that include non-responses to verification requests.  What the report actually found was that about nine percent of households subject to verification provided income documentation that showed them to be ineligible for the meal benefits they were receiving and another ten percent lost benefits because they did not respond to the verification request.  The report, however, describes the 19 percent as an “error rate” even though almost certainly a portion of the non-responders were eligible.  The report also includes the results of “focused verification,” in which a more error-prone subset of students is targeted for verification, without making clear that as a result the number of respondents found to be ineligible is higher than it would be for the overall school meal population.  A focused sample is not meant to be representative of the pool of students that were certified based on an application and the results would tend to overstate the error rate in that pool.  Earlier GAO research found that when focused sampling was used the rate of respondents whose benefits were reduced or terminated (28 percent) was about three times higher than the rate (9.6 percent) when random sampling was used.  





� The same analysis found that benefits were reduced or terminated for 18 percent of those who did respond to the verification notice.  This is higher than the 11 percent reduction or termination rate found in the 1987 study.  The increase from 11 percent in 1987 to 18 percent in the more recent study cannot, however, be taken as evidence that the certification of ineligible children has increased.  The recent analysis is not from a representative sample of students or schools, while the 1987 study was nationally representative.  The two studies thus are not comparable.  In addition, and of particular importance, the 1987 study was conducted before “direct certification” of children receiving food stamps or cash welfare assistance was introduced into the school lunch program.


Directly certified children are not subject to verification.  Thus, in the more recent study, directly certified children were excluded from the sample of children subject to verification.  Since directly certified children have a very low overcertification rate, the children subject to verification in the more recent study are a more error-prone subset of all certified children.  As a result, the percentage of respondents found to have incomes above the meal income limits would necessarily be higher in the more recent analysis than in the 1987 study.  This change in methodology alone may explain much of the difference between the 11 percent and 18 percent figures.  It also indicates why the 18 percent figure should not be used as an overall error rate or applied to the free meal program as a whole: the 18 percent figure applies only to non-directly certified children in a non-representative group of schools, not to the school meals programs as a whole.  


� It is quite possible that the 81 percent figure would be somewhat lower today due to the introduction, since the study was conducted, of direct certification of some children who receive food stamps or cash welfare payments.  Children who are directly certified are not subject to verification.  To the extent that children who would be directly certified today constituted a portion of those who were eligible non-responders in the 1987 study, the 81 percent figure might be lower today.  The 81 percent figure is so high, however, that even if the percentage of non-responders who are eligible for free meals is significantly lower today, the percentage almost certainly remains very large.  FNS has funded a current study to examine the extent to which non-responders are eligible or ineligible for benefits.  Results are expected in the early summer of 2003.  This new study will not be nationally representative, but it will cover several major metropolitan areas.


� This estimate is discussed in more detail in the Center on Budget and Policy Priorities’ paper Are Ineligible Children Receiving Free or Reduced-Price School Meals?.
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