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ARE INELIGIBLE CHILDREN RECEIVING 
FREE OR REDUCED-PRICE SCHOOL MEALS?
The Department of Agriculture, which runs the school meal programs, is concerned that ineligible children are receiving free or reduced-price school meals.  As a result, in the context of child nutrition reauthorization, the Administration or members of Congress may propose changes in the way children are certified for free and reduced-price school meals.  While analyses indicate that there are some ineligible children receiving free or reduced-price meals, there are no data that allow for an accurate measurement of the extent of the problem.  More important, past research demonstrates that the kind of changes being considered —such as requiring households to provide pay stubs or other documentation of their income to the schools — are likely to cause very large numbers of eligible children to stop getting the meals.  Even though it may sound reasonable to require more households to provide income documentation, the consequences of such a requirement could be severe for large numbers of needy children.  We should not institute sweeping policy changes until we know how to do so without driving away many eligible, low-income children.  Instead we should take modest steps right away to enhance the accuracy of meal certifications, while pilot testing a variety of more substantial policy changes to find whether there are sound ways to prevent ineligible children from receiving meals without deterring large numbers of eligible children.
We do not know how many ineligible children are enrolled to get free or reduced-price meals.

· USDA has tried to measure the number of ineligible children getting free or reduced-price meals using annual census data, but these data do not provide the information needed to make an accurate estimate.  For example, these census-based estimates compare the number of children certified to receive free or reduced-price meals in the fall of one calendar year to children who appear to be eligible based on their income in the following calendar year.  The analysis cannot distinguish between children who were certified even though they were ineligible, children who were correctly certified but whose families’ incomes rose over the school meal income limits later in the school year, and children who were correctly certified and had incomes below the income limits throughout the full school year, but whose families’ incomes rose above the income limits in the second half of the calendar year in which the school year ended (ie. in the second half of 1999 for the 1998-1999 school year).  These census-based estimates also suffer from other methodological flaws, which together suggest they may significantly overstate the extent to which ineligible children are certified to receive free or reduced-price meals.  For example, in a study of the WIC program, the National Research Council determined that more households fall below the income eligibility limit when monthly income is considered than when annual income is considered.  This would also apply to the school meal programs, which means that the census-based analysis understates the number of eligible children, and makes it appear as though more participants are ineligible than actually are.
· Schools are required to check the income reported on at least three percent of applications for free and reduced-price school meals.  USDA has pointed to the percentage of children that lose benefits as a result of this verification process as corroboration of the notion that there is a substantial error rate in the school lunch program.  But children lose eligibility for free or reduced-price meals if their families do not respond to the request for income documentation, even if their income is below the eligibility limit.  In studies, many families that did not respond reported that they did not receive the notice, which can be sent home with children, or that they did not understand the notice (either because they didn’t understand the words used or they didn’t understand English).   In USDA’s most recent analysis of verification data, nearly three-quarters of the children that lost benefits were disqualified because their families did not provide any documentation of their current income, not because their income showed them to be ineligible.  As discussed below, most of these children appear to be eligible. 
We know that requiring income documentation drives away alarming numbers of eligible children.
· USDA conducted a study in the early 1980s in which 10 percent of households with children enrolled to receive free or reduced-price meals were required to document their income or lose eligibility.  Many families did not provide income documentation and lost meal benefits.  Later audits revealed that 86 percent of the children that lost benefits because their families did not respond to the request for documentation were actually eligible.  
· Similarly, a separate USDA study conducted in 1987, showed that 81 percent of all households that did not respond a request for income verification actually were eligible for either free or reduced-price meals.  (Some 59 percent of non-responders were receiving correct meal benefits 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.)  While program changes in the 1990s suggest that the percentage of non-responders that are actually eligible for free or reduced-price meals may be lower today, the number of eligible children that would lose benefits if income documentation requirements were substantially expanded would still likely be very high.
· USDA is currently conducting pilot projects testing expanded income documentation requirements.  Unfortunately, these pilots are being conducted in a non-representative sample of schools.  For example, no big city schools are included, and lower percentages of the students in pilot schools are certified to receive free or reduced-price meals than the national average.  As a result, the findings cannot be extrapolated to all schools.  The evaluation of the first year of the pilots, however, shows that expanded income documentation requirements significantly reduced the proportion of students certified to receive free or reduced-price meals.  Unfortunately, the evaluation has not yet examined whether the children who lost benefits were eligible or ineligible.  Nonetheless, in one study, an average of 33 percent of the students required to provide income documentation — one of every three — lost benefits because their families did not respond to the verification notice, rather than because income documentation showed them to be ineligible.  This finding is consistent with USDA’s most recent analysis of the effect of the regular school meal verification procedures, based on data from those states that chose to submit it to USDA, under which requests for income verification are sent to up to three percent of all children certified for a free or reduced-price meal based on an application.  In analyzing these state data, USDA found that 34 percent of households required to provide income documentation lost benefits because they did not respond.  
These findings suggest that over a million eligible households could lose benefits if income documentation requirements were applied to every approved applicant.  For example, even if the non-response rate could be brought down from about one-third to 20 percent and even if only 40 percent of non-responders were eligible — both very optimistic assumptions — over a million eligible children would lose benefits under a universal documentation requirement.  If the non-response rate were 30 percent and 50 percent of non-responders were eligible, over two million eligible children would lose benefits.
In the absence of tested policies that increase the accuracy of school meal applications without hurting eligible children, widespread income documentation requirements should not be adopted.  Instead, child nutrition reauthorization legislation should include a series of steps to immediately reduce the number of ineligible children receiving meals while research is conducted to identify effective approaches to improve eligibility accuracy without losing significant numbers of low-income eligible children.  
· Require states or school districts to “directly certify” children receiving food stamps or TANF cash assistance to receive free meals so that families do not have to complete an application, unless the school district demonstrates that it lacks the capacity to do so.  Research has shown “direct certification” to be extremely accurate and much easier for families.  The practice is currently optional and over 35 percent of districts do not use direct certification.  
· Expand direct certification to households enrolled in Medicaid or SCHIP in states where the income eligibility limits are close to the free and reduced-price meal eligibility limits.  Since households must provide income documentation to be enrolled in those programs, allowing direct certification for free or reduced-price school meals would eliminate duplicative paperwork for families and school personnel.  
· Establish full-year eligibility once children are certified.  Under current law households are supposed to report household composition changes and certain income changes.  But such changes are rarely reported, USDA has never enforced the provision, and schools do not have the administrative capacity to enforce it.  Programs like food stamps and Medicaid, with staffs of full time caseworkers, are moving toward longer certification periods — lasting six to twelve months — because of the difficulty of aligning benefits to monthly income fluctuations.  This meaningless reporting requirement should be eliminated in the school meal programs.
· Conduct nationally representative pilot studies of alternative approaches to certification and income verification.  Research to date simply has not found a method of increasing certification accuracy without driving substantial numbers of eligible children from the program.  Methods of achieving a higher response rate when income documentation is required should be tested along with an array of approaches to preventing certification of ineligible children — including targeting income verification efforts on households in which reported income is within $100 of the free or reduced-price monthly income eligibility limit or on households in which reported income does not match state wage records. 

While suggesting more research might sound like a stalling tactic, when so little is known about how to achieve effectively the goal of increasing accuracy without losing eligible children, testing alternative policies is the only prudent course to adopt so as not to undermine the basic purpose of the program.  Policy makers’ desire to respond dramatically to certification inaccuracy should not take priority over ensuring that needy children continue to receive the school meals for which they are eligible.  
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