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Preface 

This report presents the results of an eighteen month 

investigation of quality control and corrective action in the Aid to 

Families with Dependent Children (AFDC) program in six jurisdictions. 

The motivation for this study comes from a continuing set of concerns 

about the efficiency and equity of this, the nation's largest public 

assistance program. These questions have been directed primarily at 

how well such a large and complex system has been able to manage a 

myriad of federal guidelines, individual state options for program 

eligibility and payment levels, and various social, political, and 

fiscal crises. 

Inevitably, with the growth of the AFDC program came the concerns 

with fraud, abuse, and effective management. The one central focus 

for addressing these concerns and for restoring public confidence in 

the administration of the program has been the quality control efforts 

of the Department of Health and Human Services (HHS). This study 

examines how individual jurisdictions have attempted to improve the 

"quality" of their AFDC programs under HHS guidance and fiscal 

sanction policy, and how these various state efforts have affected 

caseload and expenditure levels and overall program dynamics. 
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The Quality Control Program was initiated in the early 1960s. 

The most ambitious phase of the program, however, did not begin until 

the early 1970s. Its objectives were to reduce administrative and 

client error and to eliminate what was perceived to be a significant 

amount of fraud in the AFDC program. These objectives were to be 

achieved through a multi-faceted program of error identification and 

increased managerial control. The Quality Control Program involved, 

and to this day maintains, a continuous or circular flow process, 

consisting of three basic elements: 

1) Error identification 

2) Data analysis 

3) Corrective action planning and implementation 

The error identification process has several components: 

selection of a representative sample of AFDC households for quality 

control review; the quality control review itself; the generation of 

quality control data; and the derivation of r;;t:. "error rates." Data 

analysis consists of evaluating the statistical reports that are 

produced during the error identification process. The objective is to 

identify sources of error in the program so that the third component, 

corrective action planning and implementation, can begin. In this 

study, corrective actions will be defined as any activity initiated by 

public assistance administrators to improve program management and/or 

to reduce error. 

The Quality Control Program has had an interesting and 

politically volatile history. During the initial period of the 

program (1963-1970), some states fully complied with the specific 
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requirements of the program. Other states, however, found the process 

cumbersome and their efforts fell short of what quality control 

proponents in the Department of Health, Education, and Welfare (HEW) 

expected. Consequently, in April 1973 HEW adopted a new, and much 

tougher, posture toward the quality control program. Regulations were 

announced that threatened financial penalties for states reporting 

error rates in excess of prescribed levels. By and large, these 

threats produced acceptable and responsive plans for corrective 

action. Although the plans differed substantially between 

jurisdictions, the goals remained the same -- to reduce fraud, abuse, 

and administrative error, and to mitigate the possibility of incurring 

fiscal penalties. 

By the late 1970s, measured error rates had declined in virtually 

all jurisdictions, and in some jurisdictions dramatically. However, 

it remained unclear precisely how specific corrective actions had 

affected AFDC caseload and expenditure levels, if at all. It was 

generally recognized that a variety of factors interact to generate 

AFDC caseload levels and expenditures; that these factors vary between 

AFDC jurisdictions; and that individual factors produce different 

impacts on the components of AFDC caseloads and expenditures 

openings, closings, and average payments in different 

jurisdictions. What was needed was more detailed information on the 

specific impact of corrective actions on each of these components. \To 

What extent, for instance, have corrective actions acted to reduce the 

number of applications received, to raise the number of applications 

rejected, or to increase the number of active cases closed? 
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In order to determine the impact of corrective actions on AFDC 

caseload and expenditure dynamics, the Public Assistance Data Analysis 

Laboratory at the Social Welfare Research Insitutute (SWRI) undertook 

a series of studies involving six AFDC jurisdictions: New York City, 

Upstate New York, the California counties of Los Angeles, Alameda, and 

San Diego, and the entire state of Florida. Through the use of both 

qualitative and quantitative methods, the research staff has attempted 

to isolate and measure the independent impact of quality control 

induced corrective actions on the caseloads and expenditures in these 

jurisdictions.[*] Detailed econometric models of AFDC caseload and 

expenditures were constructed; corrective action impacts were 

estimated; and a variety of program simulations have been used to 

identify the component sources of change in AFDC. 

The rationale for and results of these analyses are presented in 

five major sections. In section I, Chapter 1 presents a summary of 

the research design, while Chapter 2 provides a brief history of 

quality control in AFDC. In Chapter 3 the specific research 

methodology is fully developed. Section II presents the results of 

our analysis in New York State, with separate chapters devoted to an 

overview of the New York AFDC program, and the empirical results for 

the two New York models. Section III provides an introduction to the 

AFDC program in California, with explicit attention focused on 

[*] The sites were chosen in cooperation with the Division of 
Family Assistance Studies, Office of Research and Statistics, 
Department of Health and Human Services, the funding agency. 
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corrective action activities. The section continues with individual 

chapters dedicated to the analysis of AFDC dynamics in the three 

counties studied. In Section IV the results of our research in the 

state of Florida are reviewed. Finally, in Section V we present some 

summary comparisons and a review of the study's major findings. 
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Section I 

Modeling AFDC and Corrective Action 



Chapter 1 
OVerview and Research Design 

Econometric studies of complex transfer programs such as AFDC 

involve a variety of research issues and methodological choices. Some 

of the research issues are qualitative in nature, as in the selection 

of jurisdistions; many of the methodological choices focus on 

quantitative problems, relating to data availability, model 

specification, and estimation technique. This chapter is devoted to 

summarizing these issues, with special emphasis on a "caseload 

components approach" to corrective action evaluation. 

Selection of Sample Jurisdictions 

There are many factors which reinforce our belief that each 

jurisdiction's AFDC program is unique. Underlying demographic, 

economic, political, and administrative characteristics differ 

substantially, not only between states, but between counties and 

cities as well. Because economic/industrial environments and, 

therefore, labor market opportunities can vary so dramatically between 

specific areas of a given state, it is crucially important to conduct 

an analysis at the level of the local labor market for which adequate 

data are available. Moreover, the distinction between 
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state-supervised and state-administered AFDC programs is a major 

factor in the decision to construct county or state specific models. 

If resources were unlimited, it would be advantageous to study 

corrective action policy in a large number of individual 

jurisdictions. From each one we could presumably obtain valuable new 

insights into the effects of various corrective actions on AFDC 

dynamics. However, since the SWRI methodology is both data rich and 

analytically intensive, it was necessary to choose a small number of 

areas in which to conduct in-depth analysis. After completing a 

preliminary review of AFDC program characteristics and data 

availability in several states, six jurisdictions in three states were 

finally chosen to participate in the study: 

1) New York - Separate models for New York City and the remainder 
of the state 

2) California - Separate models for the counties of Alameda, Los 
Angeles, and San Diego 

3) Florida - Statewide model 

The selection of these six specific areas was based on several 

criteria shown in the past to be adequately sensitive to the goal of 

evaluating AFDC dynamics: 

1) Existence of adequate data to permit a comprehensive 
analysis of caseload and expenditure dynamics consistent 
with SWRI's modeling methodology 

2) Assurance of full cooperation from state welfare and labor 
departments 

3) Significant "success" of the state or local area in reducing 
their measured error rates 

4) Geographic diversity of states included in the research 
study 



5) Administrative diversity of states (i.e., state-supervised 
versus state-administered programs) 

3 

First, and of paramount importance, was the existence of adequate 

data. While the SWRI methodology is general, the actual time series 

for each jurisdiction must of necessity be relatively complete and 

specific to the state or area. Monthly time series data for all 

caseload components (e.g., applications, rejections, and closings), as 

well as information on changes in employment, unemployment, earnings, 

benefit levels, and administrative policy are the foundation of a good 

evaluation model. 'lbe quality of these data, therefore, was of the 

utmost importance. 

Complete access to this information had to be assured before a 

state was given final consideration. 'Ibis was our second 

criterion; such assurance was determined on the basis of conversations 

with federal and state welfare administrators. 

The third criterion was the degree of variance in an index of QC 

activity, reported Quality Control error rates. In order to evaluate 

the impact of QC-induced corrective actions it was necessary to study 

states which (a) had experienced significant success in reducing their 

error rates over time, and (b) had attributed that success in general 

to corrective action activities. All three states met this 

requirement. 

The initial phase of the quality control study involved detailed 

interviews with AFDC administrators who have been intimately involved 

with the corrective action process and the accumulation of error rate 

data. These interviews provided information about the characteristics 

of the various corrective actions and administrative methods 
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implemented in each of the specific jurisdictions. As will be seen 

throughout this report, these QC related activities range from 

expanded review and recertification of the existing caseload, such as 

in the case of California's monthly income and eligibility reporting 

system, to increased training of both intake and supervisory 

personnel, a process which virtually all the jurisdictions utilize 

extensively. 

Geographic diversity was also considered in the final selection. 

The differences between regions, in terms of economic conditions and 

labor market opportunity, make it highly desirable to study states in 

different areas of the country. Since labor market related variables 

(i.e., wages and employment levels) were expected to play a crucial 

role in the development of state and county specific models, it was 

desirable to select states that would reflect these dissimilar 

environments. 

The final criterion involved administrative diversity. In a 

state-administered system a "single state agency" is designated to 

execute the responsibilities associated with the program. In a 

state-supervised system the counties are authorized to administer the 

program and are required to pay for part of the total welfare expense, 

including both benefit and administrative costs. This is an important 

distinction if the more autonomy a local community (county) has with 

respect to its AFDC program, the more stringently it will administer 

its caseload. This may result in the development and implementation 

of stricter and more rigorous corrective actions, as well as the more 

rigid application of state-mandated corrective action policies. 
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California and New York both have state-supervised programs. 

Florida's program is state-administered. 

The selection criteria for individual counties in the State of 

California were similar to those used in assessing the desirability of 

the selected states. In addition, the guidance and suggestions of 

state welfare administrators in California were key factors in the 

choice of counties to be modeled. Existence of adequate data and 

assurance of county level cooperation were major considerations. 

Second, the three counties chosen represented approximately one-half 

of the state's AFDC caseload; ~priori, this would suggest that our 

results would be at least somewhat representative of the entire state. 

And finally, the fact that each county contained a major metropolitan 

area played a role in the selection process. It has often been argued 

that it takes greater effort to control the incidence of error in 

urban areas than in rural ones (implying the need for more 

comprehensive and far-reaching corrective action measures). This is 

due to a high residential population density among other things.[*] 

[*] In a statement prepared for a Congressional subcommittee, 
Herbert Rosenzweig of New York City's Human Resources Administra-
tion maintained that, 

In states with large cities, the welfare population resides 
in high-density ghetto areas. In these areas people are 
relatively anonymous. Information about changes in the 
circumstances of recipients such as a husband returned to 
home, child left the home or a recipient went to work -
it is not common knowledge to the neighbors. These changes 
are more likely to become common knowledge in small towns and 
in rural areas •••• The smaller the community, the more likely 
the investigator is able to find out about changes in the lives 
of recipients from neighbors, merchants, local banks, etc. 



Choice of Methodology 

There are two classes of estimation techniques Which could be 

used to reveal the underlying determinants of AFDC caseload and 

expenditure dynamics: (1) "micro" simulation and (2) "macro" 

regression analysis. Each method has its particular strengths and 

weaknesses. 

6 

Construction of micro-simulation models requires a massive 

effort. A suitable model must be capable of simulating a wide range 

of events for each family in a given population sample. Given 

economic, demographic, or administrative changes, the model would 

"forecast" how various factors would influence the probability that a 

family would turn to welfare for income maintenance. By simulating 

the impacts of all potential changes on a large sample population, it 

is theoretically possible to estimate changes in the demand for 

welfare and thus predict growth trends in caseloads and expenditures. 

While micro-simulation is a potentially powerful analytic tool, 

its cost of construction, maintenance, and use is usually substantial. 

The sheer volume of data on individual family units that.must be 

collected and analyzed requires years of careful computer study. 

Regional, state, and county differences cannot be easily isolated. 

Moreover, micro-simulation models tend to give inadequate attention to 

the impact of macroeconomic factors on caseload dynamics. No 

satisfactory way has yet been found to integrate macroeconomic 

relations in a probabilistic model of individual family units. 

"Macro" regression analysis is done on a much smaller scale, 

although a large amount of data must still be gathered. Rather than 
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focusing on changes in individual sample families, macro modeling 

begins with more aggregated information on population characteristics, 

economy~ide variables such as unemployment rates, and specific 

changes in administrative policy. Macro modeling usually involves 

time series regression analysis where some aggregate factor such as 

the AFDC caseload (or some component of AFDC such as "openings" or 

"closings") is "explained" statistically by a set of exogenous or 

predetermined variables. Its fundamental strength lies in its 

relative simplicity and in its ability to isolate the independent 

impact of several determining factors, such as corrective actions, on 

a given dependent variable, such as case openings, closings, or 

average payments. 
The main reasons, then, for relying on macro regression analysis 

in this study are the following: 

1) these models can be produced at a small fraction of the cost 
of micro-simulation research; 

2) macro models can fully incorporate and evaluate the impact 
of macroeconomic factors, population dynamics, and specific 
administrative policies; and 

3) their low cost and relative ease of construction permits the 
development of individual county, state, and regional 
models. 

A Brief Review of Alternative Theories of Caseload pynamics 

Regression modeling of AFDC dynamics requires proper 

specification of a variety of factors likely to affect caseload and 

expenditure levels over time. These factors include changes in 

benefit le~els, economic and employment opportunity conditions, and 
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most important for this research, changes in administrative factors, 

including corrective actions. The most useful feature of the SWRI 

models has been their ability to statistically isolate and measure the 

individual and combined impacts of factors precisely like QC-induced 

corrective actions. 

Tb measure the net impact of corrective actions on the caseload, 

it is necessary to isolate the effects of these activities from all 

other factors influencing the caseload. The SWRI methodology does 

this by accounting for as many of the other factors as possible. It 

is useful, therefore, to distill these various factors into three 

general categories, each of which is associated with a general 

hypothesis of caseload dynamics. These are: 

1) the alternative income hypothesis 

2) the economic opportunity hypothesis 

3) the institutional hypothesis 

The alternative income hypothesis suggests that AFDC caseload 

trends can be explained in terms of families' "voluntary" decisions 

regarding work and welfare. According to this hypothesis, which is 

based on neoclassical economic theory, families will make a choice 

between the benefits available from public assistance (e.g., cash, 

medical care, food stamps) and the "benefits" available in the labor 

market (e.g., wages, fringe benefits). This choice, theory suggests, 

will be made with the objective of maximizing the family's utility. 

Utility is evaluated in terms of an optimal bundle of goods derived 

from work and welfare. If potential benefits derived from public 

assistance increase relative to potential labor market earnings, more 
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families will choose public assistance over the labor market. 

Implicit in this hypothesis (at least in its strict formulation) is 

the ass1.1nption that the work/welfare trade-off is unconstrained by 

employment availability or by restrictions imposed by welfare. 

authorities. Jobs are assumed to exist at some given market wage and 

the opportunity to apply for and receive welfare benefits is limited 

only by explicit program regulations. 

The employment opportunity theory amends the unconstrained market 

assumption of the neoclassical hypothesis. It postulates that the 

lack of adequate job opportunities at a sufficiently high level of 

earnings or a sufficiently stable rate of employment deprives many 

families of a real choice between work and welfare. Economic 

recessions, combined with."structural" unemployment decrease market 

options so that many families are forced to turn to public assistance 

for economic survival, at least on a temporary basis. 

This argument is particularly useful for analyzing the potential 

. choices of women and non-white minorities who face discrimination in 

"human capital" and labor markets. Limited access to education and 

skills deny minority workers sufficient "human capital" to qualify for 

jobs which offer wages high enough to maintain economic 

self-sufficiency. Occupational discrimination adds to this problem by 

limiting access to those jobs for which many potential or actual 

welfare recipients are qualified. Together these two forms of 

discrimination create a large sub-population of families which cannot 

survive over long periods of time without periodic recourse to public 

assistance ..... ··welfare becomes the "surrogate male earner" in the 
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household. 

The health of a state economy and the degree of discrimination --

particularly within individual labor markets ~ is therefore presumed 

to be a major determinant of caseload and expenditure levels. There 

is one principle implication of the employment opportunity hypothesis 

for understanding AFDC dynamics: if basic labor market opportunity is 

not available, then marginal changes in welfare benefits or average 

wages may have little impact on the size of the caseload. 

Institutional theories focus on the impact that changes in public 

assistance laws, welfare department regulations {particularly with 

respect to corrective action), and political factors have on AFDC 

application rates, acceptance policy, and terminations. The critical 

issue is not necessarily the degree to Which economic factors affect 

the number of families Who require public assistance; rather it is how 

many of these families actually apply for AFDC benefits and 

subsequently participate in the welfare system. Institutional 

theories attribute the explosion in AFDC during the late 1960s 

primarily to more liberal welfare policies, a growing awareness of 

eligibility, changing social mores and a host of other cultural and 

political factors. The same theories trace the slowdown in caseload 

growth in the 1970s to a rapidly spreading political and fiscal 

conservatism, increased emphasis on verification of eligibility 

factors, more frequent and thorough reviews of existing caseloads, and 

the impact of other QC induced corrective actions. 

An observed reduction in the AFDC caseload can therefore be due 

to any of a pumber of competing factors: a relative decline in benefit 
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levels, growing employment opportunity, or various quality control 

induced corrective actions. The task, then, is to decipher a variety 

of relevant infonnation about caseload behavior so as to isolate the 

effect of each of these factors. Only in this manner can the 

independent impact of corrective action be determined. 

Model Results and Policy Prescriptions 

Analyzing AFDC caseloads and expenditures in terms of these three 

theories is particularly worthwhile for policy purposes. If the 

alternative income hypothesis best explains caseload trends, then 

controlling future caseload levels obviously depends on a 

policymaker's ability to affect either the level of public assistance 

benefits or labor market earnings. Since government normally has 

little discretionary power over private sector wage policy, the only 

"controllable" factor, short of comprehensive training or public 

employment programs, is the public assistance benefit structure. 

Consequently, acceptance ·of tOe alternative income hypothesis as the 

basis for policy almost inevitably leads one to consider lowering or 

otherwise restricting benefits to limit caseload and expenditure 

growth. 

The employment opportunity theory suggests an altogether 

different policy approach, one Which admittedly is much more difficult 

to implement. In this case, changes in benefits will have a minimal 

impact on the size of the caseload, and therefore, states can allow 

benefits to rise without fear of setting off another welfare 

"explosion.~~ However, according to this theory, either rising 
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unemployment or a long-run decline in stable job opportunities will 

lead to expanding caseloads and expenditure levels. The AFDC caseload 

can be limited only by broad economic policies designed to increase 

the supply of jobs and the level of earnings in the private and public 

sectors. This is probably an impossible task for welfare 

administrations or even for state governments. However, it does 

suggest that the federal government must explicitly consider the 

impact of its economic policies on public assistance costs. 

Affirmative action and other anti-bias measures may also be an 

important part of a reasonable welfare policy to the extent that they 

ameliorate those conditions which force some families to rely on AFDC 

benefits. 

The institutional hypothesis, by contrast, places the power to 

influence caseload levels directly within the purview of federal, 

state and local government policy. Changes in program regulations, 

quality control corrective action activities, and "employables" 

policies are examples of measures which may affect the caseload level. 

Federal, state, and local governments' effect on the caseload is in 

turn a function of such factors as the political climate of the 

country, the fiscal health and political stability of local 

governments, welfare rights activity, judicial review, and specific 

policies to minimize error rates. This research places explicit 

emP1asis on the independent impact of corrective actions subsumed in 

the institutional hypothesis. 
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Caseload Components Model 

Most early attempts by social scientists to uncover the 

detenninants of welfare caseload trends relied on aggregate caseload 

equations. These single-equation models could only encompass a few 

factors and, therefore, could reveal only limited information about 

the internal dynamics of the caseload process. Later models focused 

on the change in the caseload, disaggregating this change into its 

primary components: "openings" and "closings." These attempts 

benefited from the introduction of asymmetrical relationships in the 

model, as more knowledge about the operative factors in the system 

could be ascertained. The SWRI model takes the disaggregation process 

one step further. Individual regression equations are estimated for 

each of the following components of the "caseload identity:" 

(1) Applications Received 

(2) Application Processing Rate 

(3) Acceptance (Rejection) Rate 

(4) Closing Rate 

With this methodology, the determinants of the process of 

caseload change can be estimated, wherein administrative policy and 

corrective action are but two of the detennining factors. This 

permits us to provide quantitative estimates of the impact of these 

activities on the separate components. We are then able to 

reconstitute the "identity" and simulate the caseload. In this 

manner, the ability to model the dynamics of the AFDC process is 

greatly enhanced. A larger number of variables can enter the model 

and each corrective action can be statistically evaluated. 
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'11le Estimation Technique 

'11le basic econometric technique used throughout this analysis was 

conventional ordinary least squares (OLS) regression on time series 

data. Monthly observations on all variables were used. we opted for 

a monthly, rather than a quarterly or annual model, for the following 

reasons: 

1) There are significant seasonal variations in the caseload 
and its components, in employment conditions, and in 
many administrative policies. A monthly model provides 
a richer, more detailed analytical tool than a quarterly 
or an annual one because it can be used to describe, 
simulate, and then predict these seasonal patterns. 

2) Monthly data provides better statistical estimates 
of coefficients than annual or quarterly data. Because 
mOnthly data captures the seasonal statistical variation 
that annual data disguises, and provides more data on 
which to estimate relationships (more degrees of freedom), 
the estimated regression coefficients have the statistical 
property of being more efficient. 

3) A monthly model allows for better specification of 
administrative policies, with respect to the time 
period in which they are operative. '11lese policies are 
usually not congruent with calendar (or fiscal) years. 
Because many policies have only short-term "impact" 
effects, and other policies are of a periodic nature 
and of short duration (such as specific recertifi-
cation programs) monthly models are preferable to 
quarterly or annual ones. 

4) Monthly data allows for better specification of the 
dynamics of the welfare system. Some policies which 
directly affect one component of the system also have 
indirect feedbacks on other components. '11le lags between 
the direct and indirect effects are often of one or two 
months duration. 
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Simulations and Counterfactuals 

The ultimate goal of this research was to evaluate the net impact 

of various quality control corrective actions. To accomplish this 

goal it was necessary to develop a computer simulation program which 

reconstitutes the caseload identity from its estimated component 

parts. Once the regression equations have been estimated, the 

caseload can be simulated, and then the simulation results can be 

compared with the actual historical caseload series to determine how 

well the overall estimation model works. 

One further step is necessary to evaluate the impact of the 

various corrective actions. This step involves a series of 

"counterfactual" simulations. These simulations, in effect, remove 

the corrective action variables from the equation system altogether. 

The output from this process yields a new set of (counterfactual) 

caseload and expenditure estimates which can be compared against 

simulated results which include the impact of corrective actions. The 

difference between the estimates generated in the actual and 

counterfactual simulations provides the analyst with the information 

necessary to evaluate both the individual and combined impacts of the 

corrective actions being studied. This methodology produces, we 

believe, the best estimates available of the independent effect of 

corrective actions on caseload and expenditure levels. This 

methodology will be developed more fully in Chapter 3. Before turning 

to the specific research methodology, however, Chapter 2 provides a 

brief history of the Quality Control program in AFDC. 
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Chapter 1 
A Brief History of Quality Control in ~ 

The origins of Quality Control (QC) in public assistance programs 

can be traced back to the early 1960s. Senator Robert Byrd of West 

Virginia, then Chairman of the Subcommittee for the District of 

Columbia, became concerned with rising welfare caseloads and 

expenditures in the District. His Subcommittee requested that a study 

be conducted to determine the degree of ineligibility in the AFOC 

caseload. The study, based on a five percent sample of the AFOC 

population in the city, concluded that two-thirds of all cases were 

ineligible. Although many questioned the validity of the sampling 

procedures and the final results, members of the Subcommittee began to 

question the "integrity" of AFOC caseloads in other large urban 

centers. The fact that they had previously been advised by the 

Department of Health, Education, and Welfare that ineligibility in the 

national caseload was approximately two percent added even more to 

their concern. 

In June 1962 Senator Hill of the full Senate Appropriations 

Committee requested that HEW conduct a nationwide review of the AFDC 

caseload to determine the degree of ineligibility throughout the 

country. That undertaking, referred to as the National Eligibility 
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Review, included local, state, and federal personnel working in a 

unified effort to fulfill the Committee's request. 

Tb accomplish the objectives of the review, samples of the AFDC 

caseloads in all 50 states were drawn "according to nationally uniform 

directions" for the months of January, February, and March of 1963. The 

number of families involved in the review totaled 21,085, or 

approximately two percent of the nation's total caseload. 

Tb minimize the potential for bias in the final results several 

precautionary measures were taken: 

1) Reviewers were assigned to areas and to caseloads for 
Which they normally had no responsibility. 

2) Completely random samples were chosen with no deletions, 
substitutions, or advance disclosure of cases in the sample. 

3) Uniform training materials and instructions were used nation-
wide to assure a common base of understanding and to fulfill 
the need for accuracy and objectivity. 

4) Federal staff were assigned to each state to participate in 
the review by directly observing all review processes, 
checking cases reviewed by state staff, and conducting 
independent field investigations of some of the sample 
cases. 

The results of the review were released in July 1963. They 

indicated an average nationwide ineligibility rate of 5.4 percent; that 

is, 5.4 percent of families in the sample were found to be not eligible 

for the AFDC program, given state and federal eligibility criteria. 

The variation between states was substantial. Eleven states reported 

rates below two percent; Kansas and Massachusetts were lowest with 0.8 

percent ineligibility; California was second lowest with 1.2 percent. 

TWo states reported ineligibility rates over 15 percent: West 

Virginia, at 17.3 percent and Georgia at 16.4 percent. 



19 

The study concluded that ineligibility was lowest in states Where 

caseloads per worker were lowest, Where reinvestigations of the 

family's eligibility were more frequent, and Where payment levels most 

closely approached a realistic minimum standard of living. 

As a result of these findings, HEW moved to implement specific 

measures to ensure proper and efficient administration of the public 

assistance plans in all states. Among these measures was a federal 

requirement calling for the redetermination of the eligibility of each 

family receiving public assistance every six months. The previous 

schedule required redetermination every twelve months. Second, HEW 

called for the development of a new nationwide system to strengthen the 

administration and supervision of eligibility decisions in AFDC. This 

was dubbed the Quality Control system. It required a continuing 

program to test the quality and accuracy of decisions on eligibility 

and payments. The objective of the system was to ensure the validity 

of the caseload as well as to identify problem areas so that corrective 

action could be taken. Finally, HEW undertook comprehensive reviews of 

individual state AFDC programs to determine if they were, in fact, 

being properly and efficiently administered. 

Although the earliest QC program was partially designed to test 

the validity or "integrity" of individual state caseloads, its primary 

emphasis was on assuring the quality of overal1 agency "performance." 

The specific focus was on caseworkers and the quality of,their 

decisions. The review process, therefore, looked for errors in the 

methods and procedures used in determining eligibility and benefit 

amounts. If improper procedures were used, errors were cited, 



regardless of whether or not the error resulted in incorrect 

eligibility or payment. 
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Under HEW requirements each state was to operate its own 

individual quality control program, following uniform policies and 

methods established by the Department. However, for the remainder of 

the decade many states were admittedly lax in organizing and 

implementing the required QC programs. Generally speaking, the system 

itself was not viewed as the priority issue HEW had intended it to be. 

The less-than-vigorous approach to QC displayed by many of the 

states prompted a reassessment of the program in the late 1960s. This 

reappraisal was intended to strengthen QC and to make it more effective 

as a management tool geared to improving public assistance 

administration. However, concurrent with this reassessment several new 

programs and regulations were introduced into AFDC which would 

drastically affect error rates and consequently quality control 

efforts. O'le such change, the "simplified method of eligibility," 

required that eligibility be based on a simple declaration by the 

potential recipient that the information he/she provided was accurate 

and reflected the family's true circumstances. The caseworker was 

expected to accept the recipient's statement as de facto evidence of 

circumstances. Under this method the procedural requirements of 

verification placed upon the worker were significantly reduced. 

A second program change, the •30 and 1/3" earnings disregard 

provision, was designed to provide an incentive for AFDC recipients to 

work by disregarding a certain portion of earned income in the 

calculation of the benefit amount. With the introduction of this 
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provision, more information and more complex calculations were 

necessary to determine the correct amount of payment. Thus, a greater 

probability of error was incurred. 

A third change in the AFDC program that occured at this time was a 

"separation of services." This administratively severed the delivery of 

cash benefits from that of social services. The separation of services 

concept was based on the assumption that the income maintenance 

function of intake and eligibility workers required less education and 

work experience than did the provision of social services. Therefore, 

less experienced workers could be assigned the income maintenance 

responsibility. 

All of these changes were made with specific, though very 

different, objectives in mind. Simplified eligibility was introduced 

to reduce the verification requirements on the worker; it also 

reflected a less punitive approach to the recipient. The income 

disregards were designed to provide an incentive to work by allowing 

recipients to retain more of their earnings without dollar-for-dollar 

benefit reductions. And finally, separation of services was instituted 

to assure the most effective provision of social services. However, 

each of these program changes could increase the frequency of error 

through both deterioration in the quality of work (as in the simplified 

eligibility and separation of services) and the complication of payment 

calculations ("30 and 1/3" income disregard). In light of these 

changes, the determination of valid and accurate rates of ineligibility 

and overpayment became a priority issue, and the fledgling quality 

control program was revised to take these changes into account. 
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In October, 1970, after a total reassessment of the quality 

control program, new guidelines were issued by HEW. New requirements 

imposed upon the states included: 

1) an increased sample size to yield a requisite degree of 
reliability and accuracy of conclusions about a state's 
total caseload; 

2) the establishment of tolerance levels of 3 percent on 
ineligibility and 5 percent on overpayments; 

3) the identification of specific factors leading to error in 
eligibility determination or benefit amounts; 

4) a distinction between agency caused errors and those errors 
resulting from inaccurate information supplied by the 
client; 

5) a formalized federal monitoring program of state QC systems; 
and 

6) a greater federal emphasis on data analysis for the purpose of 
developing and implementing appropriate corrective action. 

Several states, however, still did not respond with the resolution 

that the Department was seeking. Many jurisdictions had difficulty in 

organizing and implementing their QC programs; others were not 

compiling the sample sizes required; and still others were not 

submitting QC reports at all. In early 1973, 19 states did not have 

fully operational QC programs. Importantly, many of them were the 

larger states that contained a high proportion of the total AFDC 

caseload. 

HEW faced a dilemma: not all states had fully complied with the 

guidelines and QC had to achieve its stated objectives. It was 

resolved that some type of incentive for the states to implement and 

maintain effective QC programs was needed. This eventually evolved 

into two HEW policy directions. First, HEW issued regulations on April 
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6, 1973, calling for a more comprehensive QC program to assure more 

reliable detection and elimination of the causes of error, and 

establishing "reasonable" targets for error reductxion. Second, and 

most important, HEW instituted a policy that tied fiscal sanctions 

directly to rates of ineligibility and overpayment in AFDC. 

Specifically, the regulations provided for the exclusion of federal 

financial participation in erroneous payments (i.e., payments to 

ineligibles and overpayments to eligibles). Under the plan, states 

were expected within six months to reduce by one third the amount by 

which their six month base period (April 1 - September 30, 1973) error 

rate exceeded the applicable tolerance limits (3 percent for 

ineligibility and 5 percent for overpayments). In the two subsequent QC 

periods (January - June 1974, and July - December 1974) states were 

required to reduce their error rates another one third of the 

difference between the base period error rate and the tolerance levels, 

at which point they were to maintain those rates for all following QC 

periods. If the required improvements were not made and the error rate 

targets not met, HEW threatened to withhold federal matching funds. 

The regulations released in April 1973 reflected the increased 

level of commitment and the intensified emphasis that HEW was placing 

on error reduction. As well as imposing fiscal sanctions, the 

Department required that states begin to do their QC sampling on a 

continuous basis. That is, once the appropriate sample size had been 

determined the sample cases would be distributed over the six month QC 

period so that an equal number of cases would be reviewed each month. 

Moreover, the new guidelines stated that HEW would perform a complete 
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re-review of a subsample of each state's QC sample to determine the 

validity and accuracy of reported findings. The threat of fiscal 

sanctions combined with close federal monitoring led state agencies to 

finally accept the program as the priority issue which HEW had 

originally intended it to be. 

Although the fiscal disallowances were originally intended to go 

into effect immediately following the compilation of error rates from 

the first QC period, they were consistently delayed as HEW kept 

extending the time frame for required error reduction. The results of 

the second QC period indicated that few states had achieved significant 

reductions in their error rates. Several of the states argued that 

little progress had been made because corrective actions that had been 

implemented had not been given enough time to be effective. States 

therefore requested that they be permitted more time to allow 

corrective actions to produce error reduction as well as to allow them 

the opportunity to measure their error rates more carefully. 

In October 1974, HEW revised the basis for applying the fiscal 

sanctions. The new basis allowed for the base error rate to be 

determined by combining the results of the first and second QC periods. 

States would now incur sanctions if they did not proportionally reduce 

their error rates toward the three and five percent tolerance levels 

during the third and fourth reporting periods. 

The Department also established a five percent tolerance level for 

underpayments in AFDC to emphasize HEW's commitment to the proposition 

that individuals participating in AFDC should receive the full amount 

of assistance for which they were eligible. Since underpayments do not 
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potential fiscal consequences were tied to this specific tolerance 

limit. 
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In accord with the October 1974 changes, the first sanctions were 

to be reflected in the federal grant awards for the first quarter of 

1975. These were to be made in April. However, in March of 1975 HEW 

decided· to again delay the actual disallowances until after July 1, 

1975. This was followed by another decision, just prior to July, to 

provide still another grace period so that states could achieve greater 

error reduction. This delay was granted in recognition of the 

increased financial strains on the states because of the deepening 

recession and unusually high unemployment rates. In accordance with 

this extension sanctions were to be imposed in those states with error 

rates exceeding 3 percent and 5 percent based on the results of the 

July through December 1975 reporting period. By this time, however, 

several states decided to challenge in Federal District Court HEW's 

authority to invoke this type of fiscal penalty. Fiscal sanctions were 

postponed once more. 

By May 1976, 17 jurisdictions (16 states and the County of Los 

Angeles) had filed three different court actions against the Secretary 

of HEW challenging the legality of the fiscal disallowance regulation. 

The primary contention in each suit was that the provision unfairly 

penalized the states for errors that they could not reasonably be 

expected to correct and that the demands of the regulations were unfair 

and arbitrary. 

In tha~ same month the u.s. District Court for the District of 
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Columbia reached a decision in the case of Maryland versus Matthews, a 

suit brought by the state and fourteen other jurisdictions. The Court 

decision was rather comprehensive: the Quality Control standards in 

force at that time were "arbitrary and capricious, an abuse of 

discretion, contrary to and inconsistent with the act, and invalid." 

The Court did agree, however, that HEW had the authority to set 

standards for ineligibility and overpayments and to penalize states for 

not meeting those standards, but it ruled that any tolerance levels 

imposed must be reasonable and supported by a factual base. In 

essence, the Court decided that prescribed tolerances had to be based 

on sound empirical evidence. The Court further noted that there was no 

justification, statistical or otherwise, for the standards that had 

been imposed to date, and therefore it enjoined HEW from taking any 

disallowances in the plaintiff states based on those tolerance levels. 

OVer the next six months, u.s. District Courts in Ohio and Georgia 

reaffirmed the Maryland Court's decision. 

In March of 1977, as a result of these court actions and the 

Maryland decision which cited the lack of an empirical basis for the 

tolerances, HEW revoked the existing fiscal disallowance provision 

contained in its QC regulations. Following the withdrawal of the 

sanctions the Department undertook to develop a new disallowance policy 

through extensive discussions with several state and local governments. 

In order to develop "reasonable" and acceptable revisions to QC 

regulations, HEW began extensive negotiations with representatives of a 

number of state and local governments through the New Coalition 

(composed of the National Conference of State Legislators, the National 
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Governors Association, the National Conference of Mayors, and the 

National League of Cities) and the American Public Welfare Association. 

These discussions focused on improving the AFDC-QC program and on 

designing an appropriate fiscal disallowance provision. The Department 

hoped to develop jointly with state and local governments a set of QC 

principles that could be implemented consistently, insofar as 

practicable, within the program. 

The negotiations that took place during 1977 and 1978 had as their 

primary objective the development of basic principles for a QC 

sanctions policy. These would specify that sanctions should be 

reasonable, based on the empirical evidence of states running the 

programs, be enforceable, practical, and administratively flexible. 

The principles to emerge from the discussions were the following: 

1) Fiscal sanctions should be imposed Where states had not 
reduced errors to established improvement targets. 

2) Targets should be based on achievement of some established 
rate of reduction toward a national standard such as the 
mean or median error rate of all states. This would 
effectively recognize differences in state circumstances. 

3) The goal for payment error rate should be 4 percent, which was 
the target that Congress set in the 1977 Social Security 
Amendments for states to qualify for incentive payments 
in AFDC. 

4) HEW must be flexible and prepared to modify its QC goals 
up or down as experience and additional information dictated. 

5) The Department must continue to provide technical assistance 
to the state administrators to enhance their ability to 
detect and eliminate errors, recognizing that better, 
more efficient public assistance programs are the real goal 
of QC policy. 
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Following the declaration of these principles the Department 

published a "Notice of Prop::>sed Rule!!!aking" (NPRM) in July of 1978, and 

subsequently modified its proposed rules based on public comment. 

Final regulations for quality control were then issued on March 7, 

1979. 

The new regulations stated that in order to avoid a disallowance a 

state was required to meet the national standard (mean of all states) 

or the target improvement factor which had been established, whichever 

required less error reduction. The error rate improvement factor was 

set at 6.4 percent per year rather than the average 18 percent national 

improvement rate that had been suggested in the NPRM. Several states 

had voiced objections over the proposed use of 18 percent, which was 

based on the actual improvement factor of the first two years of QC 

data (1973-75). The argument against the 18 percent factor was based on 

the law of diminishing marginal returns; i.e., as error rates had 

declined over the firs~ four QC periods the most easily corrected 

errors were eliminated with the least costly corrective actions. 

Virtually all states maintained that it had become more and more 

difficult and expensive to achieve significant error reduction. HEW 

took these objections into consideration and subsequently chose to base 

the improvement factor on more recent QC data (January 1976 - December 

1977), resulting in the 6.4 percent improvement factor. 

For states that did not meet either the national standard, or the 

target improvement factor of 6.4 percent, the amount of disallowance 

was to be the difference between federal matching funds for the 

benefits actually paid and federal matching funds that would have been 
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paid had the state met one of the standards. 'lhe regulations also 

provided for the exemption of states from the disallowances if within 

65 days they were able to show good cause, usually external 

circumstances, for not meeting their error reduction rate. States were 

also given the option to appeal a disallowance decision through the 

Grant Appeals Board of HEW. Finally, the Department provided for a 

review of the regulations two years from the date of their issue to 

determine Whether revision of the required improvement rate or of the 

definition of the national standard was warranted. 

States were to be initially subject to disallowances for errors in 

the period April - September 1979. The national standard (weighted mean 

of all states) for this and the following period was to be established 

with respect to an initial base period (April- September 1978). 

Subsequently, national results from each April to September reporting 

period were to be used to calculate the national standard for the 

program for the second and third reporting periods. 

On September 25, 1979, HEW again published an NPRM in the Federal 

Register. The regulations proposed at that time were necessary to 

fulfill a directive of Congress Which was issued during action on the 

1979 Supplemental Appropriations Bill. In effect, the Congressional 

directive (commonly known as the Michel Amendment) removed the 

disallowances from the sole realm of HEW regulation and introduced them 

as statutory law, with the Department responsible for the development 

of new regulations that would be consistent with Congressional intent. 

The new regulations, Which were released in January 1980 and 

became effective in October of the same year, reflected the 
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detennination of the House and Senate to legislate "an ambitious error 

reduction campaign." Congress directed the Secretary of HEW to issue 

regulations that would substitute an overall target rate of 4 percent 

for erroneous payments (to be met by September 30, 1982) in place of 

the 6.4 percent annual improvement factor promulgated in the March, 

1979 regulations. 'lhe regulations provide for a phased reduction of 

one-third of a state's base period error rate in excess of 4 percent 

for the three fiscal years 1980, 1981, and 1982. As in the March 1979 

regulations, matching funds will be reduced for failure to meet the 

target error rate. 

Although the regulations actually require that a state error rate 

in excess of 4 percent be reduced by one-third by September 1980 and 

two-thirds by September 1981, the states would not be accountable for 

the interim targets until October, 1980 -September, 1981 for the first 

goal, and October, 1981 - September, 1982 for the second goal. 'lhe 

Department allowed this additional time because it felt that it would 

be unfair to hold a state to a standard for a calendar period if the 

target did not have to be met until the end of that period. 'lherefore, 

states would not be required to meet the 4 percent standard until the 

October, 1982 - September, 1983 annual assessment period. In 

determining a state's compliance with the error rate target to be 

achieved by a calendar date, the Department used a weighted average of 

the state's estimated error rate for the two six month reporting 

periods following the target date. 

What most clearly distinguished the latest quality control 

regulations from previous regulations is that they were issued under 
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the directive of Congress. The new standards reflected the desire to 

legislate rather than merely regulate tolerance levels for erroneous 

expenditures in AFOC. During negotiations between HEW and state and 

local governments and Congressional hearings concerning the development 

of an appropriate sanctions policy, one of the key issues debated was 

the question of placing quality control guidelines into law as opposed 

to keeping them in regulatory language. Public welfare associations 

and state and local administrators claimed that framing QC policies in 

statutory language would only serve to undermine the flexibility 

required by federal and state administrators for effective program 

management. Thus, they argued that QC policies would be better left in 

regulation Where they could be modified routinely as more was learned 

about the quality control/corrective action process. A concerned 

Congress ultimately rejected this approach, believing that the HEW 

regulations did not reflect a sufficiently serious committrnent to error 

reduction. As a result, it chose to legislate ambitious error 

reduction standards Which all states were expected to meet. 

It should be clear from the preceding review, that, at least from 

an historical perspective, there has been great variation in the way 

that states have responded to federal quality control initiatives. 

Until 1973, when the fiscal sanction provisions were released, there 

were at least 19 states that did not have effective QC programs in 

operation. In contrast, there were other jurisdictions that viewed 

quality control and corrective action as a primary component of 

management control. Given that there have been no national guidelines 

with respect to corrective action policy, states (and counties) have 
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proceeded since 1973 to analyze their own specific problem areas, and 

to implement the appropriate, and at times very different, corrective 

action measures. Given these various program initiatives, in addition 

to at least 51 AFDC programs, it becomes especially important to model 

an analysis of AFDC corrective action activities at a most-local-level 

of program administration. The specific research methodology utilized 

in these area-specific evaluations is presented in the next Chapter. 

Beginning with Chapter 4, we turn to detailed analyses of corrective 

action programs in our six jurisdictions. 



Chapter 1 
Specific Research Methodology 

The purpose of this chapter is to present an "eclectic" 

foundation for the SWRI model of caseload and expenditure dynamics. 

As the first step in this process, the chapter provides a transition 

from theory and hypothesis to a testable statistical form. The 

econometric and mathematical procedures used to evaluate the impact of 

corrective actions are discussed as well. 

The chapter has been divided into five sections: 

a) a concise review of the alternative theories of 

caseload dynamics underlying the SWRI methodology 

b) an introduction to the SWRI model 

c) a testable model 

d) the simulation methodology 

e) the data 

We take up each section in turn. 

a) Alternative Theories of Caseload Behavior - A Concise Review 

Theories of caseload behavior can be categorized into three broad 

areas: (a) alternative income, (b) employment opportunity, and (c) 

institutional theories. SWRI's earlier modeling of AFDC dynamics 
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demonstrated that no single theory clearly dominates as an explanation 

of caseload dynamics. This in turn suggested that any empirical study 

which attempted to determine the impact of various independent factors 

on caseload and expenditure levels should have an "eclectic" 

foundation that encompasses aspects of all three hypotheses. 

As briefly noted in Chapter 1, the alternative income hypothesis 

is derived directly from neoclassical labor supply theory. It assumes 

that individuals are rational, possess complete information about wage 

rates, benefit levels, and employment opportunities, and compete in 

the short-run in markets Where labor demand is infinitely elastic at 

1: existing wage rates. Within this framework each utility maximizing 

individual is faced with a free, though constrained, choice between 

work and welfare. The individual's work choice is constrained only by 

the maximum m.lllber of hours he or she can physically work and by the 

going market wage. The simple objective of the individual is to 

choose that combination of work and welfare that maximizes utility. 

The neoclassical work-welfare decision is based on an 

individual's subjective preference ~or income (work) and "leisure" 

(all non-work activity, including all household chores). A given level 

o( income or benefits may be weighed differently in the utility 

functions of different individuals. The wage and benefit levels can 

be assigned a utility value only if the price of all arguments in the 

utility function are known. Consequently, in the two dimensional 

work-welfare case, relative wages and monetized benefits are the 

primary criteria on which consumption decisions are based. Under a 

simplified set of assll1lptions, the neoclassical theory further 
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suggests the direction of the response to changes in relative prices 

under •no~al• conditions: If, for example, benefits rise relative to 

wages (i.e., if the value of •leisure• rises relative to its 

opportunity cost) a rational individual may choose to increase the 

consumption of welfare relative to work. Conversely, if wages 

increase relative to benefits, an individual may choose to increase 

work activity relative to welfare. 

The essence of the alternative income theory is the transition 

from this microeconomic work-welfare decision to the derivation of 

implications concerning an aggregate caseload. Tb accomplish this it 

is necessary to assume that individuals, as a group and on average, 

behave as micro theory would have them behave. Hence, a rising 

average benefit/wage ratio will induce more individuals to opt for 

welfare in place of work. Those individuals on the margin between 

work and welfare will be most affected by a marginal change in 

relative wages and assistance levels. 

The magnitude of the aggregate response to a change in relative 

benefits will, therefore, be a function of: 

a) the proportion and number of families on the work-welfare 

margin, 

b) the legal and economic factors that condition the potential 

combination of welfare and work, and 

c) the size of the change in either benefits, wages, or both. 

It is impossible to assess the subjective value of benefits and 

wages. For practical empirical purposes, then, the caseload is made a 

function of~the ratio of the potential monetary value of public 
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assistance benefits to the potential market wage rate. It takes only 

one more step to hypothesize that as this ratio rises, more families 

will approach and surpass the margin leading to a larger aggregate 

public assistance caseload. 

The employment opportunity theory also assumes individuals are 

utility maximizing. But individuals face specific constraints as to 

the m.tnber and types of jobs available to them. The restrictions 

arise from either the "supply" or the "demand" side of the labor 

market. 

The employment opportunity theory (or "structuralist" framework 

" - due to the important role of labor market structure) describes each 

worker and ~· job in the economy in terms of a bundle of attributes 

and requirements. In this context, a "state of employment" exists 

when there is a successful matching of the attributes of a given 

worker to the requirements of a given job. Like the alternative 

income hypothesis, the employment opportunity theory originates at the 

microeconomic level. Nevertheless, it too can be translated into a 

macroeconomic hypothesis which can yield several important 

implications for the behavior of the aggregate caseload. COmbined 

with the known attributes of individuals who participate in the 

welfare program, this theory suggests that employment in certain low 

wage, low skill industries should have a differentially strong impact 

on the size of public assistance rolls. The larger the number of jobs 

with requirements no greater than the corresponding attributes of 

individual job seekers, the less restrictive the labor market. 

Conversely, as the structure of employment "slots" diverges further 
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from the attribute sets of job seekers, the relevant labor market 

becomes more restrictive. In terms of neoclassical theory, fewer 

families will be on the work-welfare margin and employment opportunity 

variables, such as change in low-wage employment, will consequently 

replace the benefit/wage ratio as statistically powerful determinants 

of caseload size. 

Furthermore, the employment opportunity theory can be combined 

with the concept of Keynesian or "deficient demand" unemployment. 

This theoretical perspective suggests that caseload dynamics should 

also be related to general macroeconomic conditions. This is 

consistent with a microeconomic expectation that the human capital and 

ascriptive attributes of the "typical" welfare recipient will affect 

her ability to find a job, and consequently welfare participaton will 

be highly sensitive to the level of aggregate unemployment. 

In sUI'IItlary, then, both the aggregate unemployment rate and the 

employment levels in specific industries that normally hire large 

numbers of relatively low-skilled workers will affect the probability 

of individual families turning to welfare and, therefore, the 

aggregate size of the welfare population. 

The last broad category of caseload behavior theory is termed 

"institutional." In the course of this research it was precisely the 

institutional _factors, specifically corrective actions, that were to 

be evaluated, all other factors held constant. Most of the 

institutional theories of caseload behavior are concerned with the 

degree of limitation placed on an individual's "free" work-welfare 

choice. Tbet~primary limitation involves restricting the supply of 
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welfare nslots.n Other institutional theories are concerned with a 

changing demand for public assistance due to alterations in the size 

of population subgroups (e.g., the nl.lnber of female headed 

households). 

Unlike the alternative income and employment opportunity 

theories, most of the factors associated with the institutional 

hypothesis operate directly at the macroeconomic level. For our 

purposes the most important institutional factors are the corrective 

actions that have arisen in response to periodic threats of fiscal 

sanctions by the federal government. It is often these activities 

that are most important in the eligibility determination process and 

in the overall accessibility of welfare programs. Specific factors 

that may influence these institutional processes include the number 

and specialization of welfare office personnel, the frequency and 

intensity of caseload reviews, changes in the procedures used by 

welfare authorities to determine the eligibility of new applicants 

(e.g., increased verification and documentation of factors affecting 

eligibility), and even the quality and extent of personnel training. 

In addition, there are a large number of important social and 

demographic factors thay may affect the size and behavior of the 

aggregate caseload. 'Ihese include the changing degree of family 

instability, migration, urbanization, and the intensity of welfare 

rights activities. Many of these factors indirectly influence the 

caseload by altering the characteristics or behavior of low income 

households. others increase the welfare participation rate of 

existing eligible families. It is not a straightforward exercise to 
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evaluate the importance of factors associated with the institutional 

theory. Since most are qualitative rather than quantitative in 

nature, statistical variables must be carefully constructed to proxy 

for each constraint. careful specification, of course, is required to 

test the implications and hypotheses of all three theories of caseload 

dynamics. 

b) The SWRI Model of Caseload l?jnamics 

During the mid-1970s SWRI developed a monthly, time series, 

multiple equation, AFDC Dynamics model which could be used in 

virtually any AFDC jurisdiction to evaluate the underlying 

determinants of change in public assistance caseload and expenditure 

levels. While the SWRI methodology is general, the time series 

estimator is data-rich and specific to each jurisdiction. Thus, the 

model is able to incorporate many of the complex administrative 

factors like corrective actions that are indeed unique to individual 

areas. 

The theoretical model of the caseload and benefit determination 

process developed by SWRI identifies a number of "filters" or 

"screens" through which each family in the population explicitly or 

implicitly flows in the determination of welfare participation.[*] 

According to this model, one screen determines eligibility; another, 

[*] For a detailed discussion of the theoretical model of the 
AFDC caseload and benefit determination process, as well as the 
development of the structural equation system, see Barry Bluestone and 
James Sumrall, n AFDC case load and Benefit Dynamics: New York City, II 
SOcial Welfare Research Institute, July 1977. 



40 

the family's probability of applying for assistance; and others, the 

probability that their application is processed, the probability that 

the processed application is accepted, and finally the probability 

that a participating family's AFDC case would be closed. 

The SWRI model can be formally translated into a set of 

mathematical identities which describe the AFDC system and how 

caseload and total expenditures change over time. The model begins 

with a basic caseload identity: AFDC caseload in the current period 

(viz., period "t") equals AFDC caseload from the previous period, plus 

cases opened in the current period, plus current period transfers in, 

minus cases closed in the current period, minus current period 

transfers out. Mathematically the identity becomes: 

[3-1] CASES(t) = CASES(t-1) + CA.OPEN(t) + TRAN.IN(t) 

- CA.CLO(t) - TRAN.CXJr(t) 

Openings [CA.OPEN(t)] are disaggregated with an openings identity: 

openings in the current period are equal to the sum of applications 

received in the current period and applications pending from the 

previous period times a processing rate and an acceptance rate. 

Again, in mathematical notation: 

[3-2] CA.OPEN(t) = [AP.REC(t) + PEND(t-1)] * PROC.RT(t) 

* [ 1-R&J .RT (t)] 

where [3-3] PROC.RT(t) = AP.DISP(t) I [AP.REC(t) + PEND(t-1)] 

[3-4] REJ.RT(t) = AP.REJ(t) I AP.DISP(t) 

[3-5] AP.DISP(t) = CA.OPEN(t) + AP.REJ(t) 

Closings [CA.CLO(t)] are defined in terms of a closing rate: 

cases closed are equal to the closing rate times the sum of the 
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caseload in the previous period and cases opened in the current 

period, or 

[3-6] CA.CLO(t) = CLO.RT(t) * [CASES(t-1) + CA.OPEN(t)] 

where [3-7] CLO.RT(t) = CA.CLO(t) / [CASES(t-1) + CA. OPEN (t)] 
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The caseload identity in [3-1] can be reassembled using the rates 

in [3-3], [3-4], and [3-7] and the number of applications received. 

This is done in [3-8]. The product of the three terms inside the 

square brackets is equal to openings; thus openings plus the previous 

period • s caseload times the "continuing rate" (1-cLO.RT) equals the 

caseload in the current period. 

[3-8] CASES(t) = (1-cLO.RT(t)) * {CASES(t-1) + [(AP.REC(t) 

+ PEND(t-1)) * PROC.RT{t) * (1-REJ.RT(t))]} 

+ TRAN.IN(t) - TRAN.OUT(t) 

The complete "components" model is specified as a set of four 

linear stochastic equations, one for applications received and one for 

each of the rates. Each component equation incorporates exogenous 

and/or pre-determined (i.e., lagged one or more periods) variables 

related to one or more of the hypotheses which explain caseload and 

expenditure dynamics. This methodology allows identification of 

individual determining factors in each component and, in the present 

case, identification of the impact of corrective actions. 

Variants on the "Full Components" Model 

The preceding disaggregation of the caseload identity suggests 

that there can be several variants of the SWRI components model. In 

practice, the richness of existing data in each jurisdiction 



,----~--~-~~~---- -------------------

Glossary of Caseload Terms 

CASES(t) . Caseload at the end of period t . 
CA.OPEN(t) . New and Reopened Cases . 
'!'RAN. IN (t) . Cases transferred in during period t . 
CA.CLO(t) : Cases closed during period t 

TRAN.OOT(t) . Cases transferred out during period t . 
AP.REC(t) . Number of applications received during period t . 
AP.DISP(t) Number of total applications processed (disposed) 

in period t 

PEND(t-1) . Number of pending applications from all previous . 
periods 

PROC.RATE(t): Processing rate 

REJ .RATE (t) : Rejection rate 

CLO.RATE(t) : Closing rate 

42 



43 

determines Which variant can be used. 

In this research it was in fact necessary to rely on a less 

disaggregated model for t~ of the six areas studied - Alameda and 

San Diego Counties. 'Ihe variant used in these t~ jurisdictions was 

an Openings Level/Closing Rate model. At the first level of 

disaggregation we have the simple caseload identity: 

CASES(t) = CASES(t-1) + CA.AID(t) - CA.CLO(t) 

Where CA.AID(t) = [CA. OPEN (t) + TRAN.IN (t)] 

CA.CLO(t) = [CA.CLO(t) + TRAN.cxri'(t)] 

As in the case with the full components model, cases closed can be 

defined in terms of a closing rate, yielding: 

CASES(t) = CASES(t-1) + CA.ADD(t) - {CLO.RT(t) * [CASES(t-1) 

+ CA.ADD(t)]} 

Stochastic equations for cases added in period t [CA.ADD(t)] and the 

closing rate in period t [CLO.RT(t)] are generated for this model. 

Although this variant does not allow us to determine which factors, 

and especially which corrective actions, affect each of the separate 

components of the full model (viz., the processing and rejection rates 

could not be estimated), it does allow different sets of variables 

including corrective actions to affect additions to and subtractions 

from the caseload. It therefore remains a valuable tool for 

evaluation purposes. 

c) A Testable MOdel 

The theoretical base for the caseload model suggests which types 

of variables should enter each of the regression equations. 'Ihe 
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number of applications received in a given month, for example, is a 

function of variables originating from all three theories. These 

include economic conditions, benefit levels in relation to potential 

labor market earnings, and the methods used to determine eligibility. 

The processing and rejection rates should, according to theory, 

be determined by institutional (administrative) factors alone. 

However, economic variables (e.g., the unemployment rate) may also 

affect the rigidity or leniency with which eligibility criteria are 

applied by intake workers. The closing rate equation could contain 

many of the variables that appear in the applications equation: for 

example, benefit levels in relation to labor market earnings and 

economic conditions affect the rate at which voluntary terminations 

occur. However, institutional factors, especially corrective actions, 

are often important since individual welfare administrations have the 

discretion to alter existing activities and to implement totally new 

programs as well. In the following section we present the theoretical 

foundations and the functional forms of both the component equations 

and the explanatory variables that can be expected, in light of the 

three theories of caseload dynamics, to influence the dependent 

variable of each equation. 

Applications Received 

Applications received by a welfare service office take the form 

of a flow, caseload, on the other hand, is a stock. Presumably, 

however, a steady state level of applications exists even when there 

are no current changes in the levels of any of the factors which 
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determine the mmber of applications filed. Although the size of the 

relevant sub-populations may remain constant, so~e AFDC families find 

employment or become marded; such cases could be closed. At the same 

time other families become eligible as a result of divorce, desertion, 

childbirth, or loss of income; new cases would open. Hence, the 

caseload level, or stock, can remain constant, While the flow of 

applications, openings, and closings will be a positive number in each 

time period. 

Welfare "cycling" is another form of turnover Which argues for a 

non-zero steady state level of applications when caseload size is 

constant. Welfare "cyclists" are families that use welfare on an 

intermittent basis to bring their incomes up to a given level. Thus, 

the cyclists are opening and closing their cases, sometimes on a 

fairly regular basis. 

The actual levels of explanatory variables can be used to 

estimate the steady state number of applications received. There are 

also "shocks" to the level of applications due to changes in the 

independent variables. When employment opportunities in the labor 

market are reduced, for example, applications may increase more than 

proportionately for several periods, then return to a new steady state 

level. This mechanism works in the following manner: as the labor 

market becomes slack, unemployment rises. The number of eligible 

families Who are potential applicants consequently increases. A 

certain percentage of these new eligible families will apply 

immediately and the level of applications will rise sharply. As these 

new applications are processed, the pool of newly eligible families is 
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again exhausted. New applications will then fall, returning to a new, 

higher steady state level consistent with the new set of economic and 

demographic characteristics of the population. The new level of 

applications will be once more defined by the new levels of the 

explanatory variables. 

Based on this approach, an empirically testable applications 

received equation (AP.REC) might include any or all of the following 

types of variables suggested by each of the major caseload hypotheses: 

AP .REC(t) - a0 + a1 (B/Z) + a2.UR + 83AUR + a4EMP + asAEMP 
n 

+ a6CACL-l + a1FHF + aaAFHF + t a1AII\ 
i-9 

+ e:(t) 

Alternative Income Hypothesis 

The first term in the applications equation, B/Z, is used to test 

the alternative income hypothesis. The construction of the 

"benefit-wage" ratio takes into account benefit stacking[*] in both 

the numerator and the denominator. This ratio applies to families, 

"at the margin," who are making the decision whether to work or enroll 

in AFDC. Their decision is based on the relative returns to 

alternative income flows. Consistent with the neoclassical 

assumptions associated with this hypothesis, we assume that these 

families believe that both options are open to them with equal 

---------------
[*] "Benefit stacking" refers to the total potential value of 

transfer programs including cash assistance, the bonus value of food 
stamps, and the actuarial value of medicaid. 
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probability. 

The maximum benefit (B) varies with family size, and is specific 

to each jurisdiction. The calculation of B begins with a hypothetical 

family of four. The resulting standard is then adjusted by average 

family size in the relevant jurisdiction. The payment amount a family 

receives from the AFDC program is not necessarily the full "standard 

of need." The final grant equals the standard (minus any "rateable 

reduction") minus some portion of any income the family receives from 

other sources.[*] However, the appropriate minimum figure for B is 

the standard (corrected for rateable reduction) because this is the 

potential public assistance income a family can choose to obtain, if 

no other income source is available. 

Medicaid provides comprehensive medical coverage for AFDC 

recipients. The imputed value for medical care used in this study is 

based on an estimated premium for the most comprehensive insurance 

offered in the private health system. The bonus value of food stamps 

is also an important element in the potential benefits available to a 

poor family; this value is calculated by the u.s. Department of 

Agriculture for various family sizes and income brackets. The 

estimated value of food stamps is taken to be the bonus value imputed 

to a family of four, again adjusted for the average number of 

recipients per AFDC case and constrained by the income level that they 

are guaranteed by the maximum cash benefit. 

------
[*] The impact of the "30 and 1/3" earnings disregard is 

explicitly included in one or more formulations of the B/Z ratio. 
Various methpds by which this is done are explained in the data 
section. · 
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The denominator, z, of the (B/Z) ratio represents an alternative 

market wage plus available income supplements. These may include the 

imputed value of medical benefits and food programs. Medicaid is 

available to non-public assistance recipients in most states, provided 

their income falls below a certain percentage of the standard of need. 

The relevant wage for z is a weighted average of wages in a selected 

set of industries Where we would expect to find workers with 

characteristics similar to those of AFDC recipients. These industries 

include non-durable manufacturing and service where employees are 

predominantly female and jobs are characterized by low training 

levels, high turnover, and weak job attachment. Where the wage is 

low, the worker and the family may also qualify for Medicaid (state 

law permitting) and food programs. In this event, imputed values for 

these programs are included in Z as well. 

Employment qpportunity Hypothesis 

The number of applications received in any given month should 

also be affected by the current state of the labor market. UR in the 

AP.REC equation above represents the seasonally unadjusted 

unemployment rate in the jurisdiction being modeled. This variable is 

used to proxy changes in the overall level of employment due to 

seasonal and cyclical factors. The use of the level suggests that at 

higher unemployment rates the steady state applications rate is 

persistently greater due to, for example, larger amounts of welfare 

"cycling." The change in the unemployment rate (A UR) may also enter 

the applications equation to account for short-run deviations from the 
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steady state during rapid fluctuations in the economy. 

The •structural" employment theory of AFDC caseloads may also be 

applied directly to the applications received equation. Tb proxy 

employment opportunities we rely on EMP, the nllnber of workers 

employed in specific industries, both non-durable manufacturing and 

service, characterized by low training, high turnover, and weak job 

attachment. These industries include (1) food and kindred, (2) 

apparel and other textile products, (3) hotels and motels, and (4) 

eating and drinking establishments. Variables were constructed to 

reflect actual employment levels in each jurisdiction in each of the 

industries, individually as well as in combination to reflect 

employment levels in both manufacturing and service sectors. 

Institutional Hypotheses 

Legal, political and demographic variables also influence the 

trend in welfare applications. The most important of these are 

factors Which relate to the size of the "eligible population." As we 

noted earlier, there are no reliable time series on this population 

sub-group. We therefore had to rely on proxy variables Which bear 

some relationship to the "true" number. Chief among these variables 

is an interpolated series on the number of female headed families with 

children under 18. These were derived from various Census of 

Population counts. In its present functional form, FHF can enter as 

either a level or a first difference. As a level it proxies for the 

hypothesis that out of any eligible pool there will be a given steady 

state nlltlber~ of applications: the larger the eligible pool, the 
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greater the steady state level. As a first difference, FHF suggests 

that as the eligible pool grows in the short-run, there will be a 

direct and inmediate response in the form of additional applications 

above the old steady state level. 

Administrative variables can also affect the number of 

applications filed, although we might expect that these factors are 

better suited to the processing, rejection, and closing rate 

equations. Nonetheless, among the AIM variables, we might list such 

factors as: "simplified eligibility," which reduces the "hassle" 

involved in applying for .AFDC; the number of workdays in a month, 

Which proxies for the accessibility of welfare service offices to the 

population; and other factors, including corrective actions such as an 

applicant pre-screening mechanism, Which contribute to a more 

restricted or liberalized applications procedure. Changes in these 

laws and regulations are probably closely tied to the relative 

"liberalness" of political attitudes. They also proxy for an 

administration's desire to make quaiity control performance, as 

reflected by an area's error rate statistics, a high-level priority. 

Some aspects of the changes in political sentiment can be 

captured in the applications equation by a specially constructed 

Congressional voting index on economic issues. This was specially 

prepared with data from Americans for Democratic Action (~),a 

Washington-based lobbying group. 

· Proxies for information diffusion, which may also affect the 

number of applications, are hard to come by. The diffusion of 

information may arise as the result of welfare Rights Organization 
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~O)_activity or outreach programs originating in the welfare service 

office itself. More importantly, the diffusion of information may 

also arise as the result of personal contacts between welfare 

participants and members of the eligible population not yet on 

welfare. This is typically proxied by linear or non-linear forms of 

the AFDC participation rate and/or a lagged acceptance rate. 

Another institutional factor Which often affects the flow of 

applications during a given month is the number of cases closed in a 

previous month. This variable may take the simple form of the number 

of cases closed with a one period lag (CACL-1), or possibly even a two 

or three period lag structure, depending upon the dynamics of the 

reapplication process in a specific jurisdiction. This factor became 

especially pronounced in some jurisdictions during the early 1970s 

when corrective action policies involving comprehensive 

recertification activity became prevalent. Many recipients that had 

their cases closed for administrative reasons, but Who were otherwise 

categorically eligible, returned to the welfare service office in 

subsequent months to reapply for public assistance. 

All of the three key theories can therefore affect the 

applications equation. How much of the total variance in applications 

is explained by each theory is summarized in the empirical analyses 

presented in Chapters 5, 6, 8, 9, 10, and 11. 

Processing Rate 

After applying for AFDC, applicants are filtered through a 

"processing""' screen. Whether an applicat~on is accepted in the 
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current period or placed in the pending file depends on the rate at 

which applications are processed by a welfare service office. The key 

variables which determine the speed at which cases are processed 

should be a function primarily of administrative and perhaps political 

factors. Tb estimate the processing rate (PROC.RT) we might use an 

equation with the following variables: 

PROC.RT(t) • 80 + 8 1\-llAYS + 82RECSYS + 8 3STRIKE + 8~tWRKLOD 
n 

+ 8sllR + t 81AlJ\ + e(t) 
i-6 

The number of business days in a month that welfare service 

offices are open (WN>.YS), for example, directly affects the number of 

applications processed, particularly in light of regulations regarding 

the length of time applications may be kept pending. In some months 

(e.g., November and December) there are more holidays than in others. 

During these months we expect the processing rate to be lower because 

there is less time available to process given flows of applications. 

The conversion from a manual filing system to computerized record 

keeping (RECSYS) is another factor that might affect the speed at 

which applications can be processed. Additionally, exogenous shocks 

to the system, such as a social worker strike (STRIKE), can 

significantly slow the processing of new applications. An unexpected 

flow of new applications may so overload WSO's that the processing 

rate actually declines. This may be accounted for by a proxy variable 

for the size of the monthly workload (WRKLOD). 

Economic conditions, on the other hand, may have an indirect 

impact. A higher unemployment rate may be cause for speeding up the 
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disposition of applications in order to get financial assistance to 

the needy as rapidly as possible. Use of the UR term may therefore be 

warranted in this otherwise institutionally determined function. 

ADM represents a series of dummy variables to proxy legal 

restrictions on pending apPlications and other changes such as 

simplified eligibility. If legal restrictions on the length of time 

an application may remain pending become more strict, we would expect 

the processing rate to increase. Simplified eligibility mandates that 

an applicant's word must be trusted When documentation is unavailable 

to support his/her application. Thus, less time will be spent 

processing an application under simplified eligibility, although more 

time may be spent reviewing active cases to screen out the ineligible 

cases which might result. Such reviews are proxied with other ADM 

terms, which are sensitive to the individual jurisdiction being 

modeled. 

Rejection Rate 

As in the case of the processing rate, we also expect the 

rejection rate to be highly responsive to changes in administrative 

policy. But the probability of rejection should also be a function of 

the proportion of eligible families that are already receiving aid, 

some political. variables, and possibly even economic factors that 

affect short-run eligibility. Consequently, it is possible that both 

employment opportunity and institutional variables will enter the 

rejection rate equation. For example: 

RE.J.Rl'(t) • So + 81ADDVER + 82ADAIX + S3UR + S~tEMP + Ss(C/FHF) 
n 

+ i~SiA'm\ + e(t) 



54 

There are a number of specific administrative variables that 

could affect the rejection rate. Mdi tional verification and 

documentation of factors affecting a potential recipient's eligibility 

(ADDVER) , for example, allow more intense perusal of applications and 

may lead to higher rejection rates. wtN referral policy may also 

increase the rejection rate, due to a larger number of non-compliance 

cases. Additionally, the use of comprehensive training programs may 

lead to a more thorough and structured application of eligibility 

critera by intake personnel, thus affecting the rejection rate. 

During politically conservative periods, marginal cases may run a 

~· high probability of rejection; during more "liberal" times, the 

balance may swing in favor of accepting more applicants. Tb proxy for 

this type of general political sentiment, the Americans for Democratic 

Action (~IX) index is a prime candidate for the rejection rate 

equation. The use of UR or one of the other employment opportunity 

variables (EMP) might also be included to proxy for the response of 

welfare agency personnel to changing economic conditions. 

Finally, it is possible to model the "exhaustion" of the eligible 

pool through the use of estimated AFDC participation rates similar to 

those mentioned in the discussion of the applications received 

equation. During periods when the participation rate (C/FHF) is 

small, but growing, this variable may be able to proxy for the 

information diffusion process. However, at very high participation 

rates it is possible that the rate has just the opposite effect. 

Instead of leading to a greater number of applications, it could lead 

to a higher rejection rate. It is also possible that very high 
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participation rates proxy for a larger number of categorically 

ineligible families applying for welfare. If this is so, we can 

expect that the rejection rate would increase after C/FHF reached some 

fairly high ratio. 

Closing Rate 

The last equation in the caseload identity is the closing rate. 

we expect the closing rate to have a fairly constant steady state 

value associated with levels of variables Which determine the eligible 

population. When there are changes in employment structure, changes 

in the relative attractiveness of AFDC, or changes in the eligibility 

criteria, the closing rate can jump sharply and then return to 

historical levels. Therefore, both levels and changes in the levels 

of explanatory variables are entered into this equation, similar in 

spirit to the AP.REC function. 

In many respects, the closing rate equation should bear a "mirror 

image" likeness to the applications equation. The alternative income 

hypothesis variables, such as the relative benefit/wage ratio, should 

have an impact on case closings as well as new applications. The 

employment opportunity terms should enter as well, for the decision to 

leave AFDC is conditioned on the ability to obtain suitable 

employment. Finally, the institutional hypothesis variables may enter 

to proxy administrative changes and corrective actions, such as 

california's Monthly Income Reporting Fonn (CA-7) and other types of 

recertification policy. 

Some of the independent variables from the processing rate 



equation should also be included since closing a case depends on 

case\110rkers and their \110rkloads. Based on these comnents, the 

testable equation for the closing rate may assume the for-m: 

CLO.Rr(t) • Bo + a1(B/Z) + B2UR+ B3EMP + B~AEMP + Bs~ 
n 

+ BsS'I'RIKE + B7CA-? + I a.AIM. + e(t) 
1=8 :L :L 
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With the functional specification of the closing rate equation, 

the equation system for the AFDC caseload is complete. One should 

note at this point that the development of a caseload components model 

; provides the opportunity for testing a much richer array of 

explanatory variables than permitted by earlier simple single equation 

models. 'Ibis is, above all else, the real value of such an evaluation 

tool. 

d) Simulation MethodologY 

Each of the component equations provides a rich source of detail 

about several aspects of AFOC program dynamics. To determine the 

ultimate impact of corrective actions on caseload and expenditure 

levels, however, it is necessary to reassemble the individual 

components. This involves three steps: First, it is necessary to use 

the parameter ~stimates of the structural equations and the exogenous 

data to obtain predictions of the component flows. Second, the 

components must be reconstituted through the caseload and expenditure 

identities. And third, the identities must be simulated to generate 

aggregate caseload level and total expenditures. 
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The simulation procedure generates a caseload estimate solely 

from the exogenous data and the initial values of caseload and 

applications pending. By choosing a given set of exogenous data and 

then observing the resulting impact on the case load, we can use the 

simulations to evaluate the impact of corrective actions. The 

remainder of this chapter presents how the reconstitution of the 

identities is accomplished, as well as the specific techniques used in 

estimating the corrective action impacts. 

Reassembling the Caseload and Expenditure Identities 

This chapter began with the simple caseload identity: 

CASES(t) = CASES(t-1) + CA.OPEN(t) - CA.CLO(t) 

where CA. OPEN = cases opened in month t 

CA.CLO = cases closed in month t 

Disaggregation of this identity has also been presented. We have 

shown how theory guides the regression estimation process. In this 

section we reverse the process and reconstitute the caseload (and 

expenditure) identity. 

The actual reconstitution can be accomplished in two ways. The 

"simple" method treats each of the independent variables, including 

the participation rate C/F-1 (in the rejection and closing rate 

equations) and the lagged cases closed variable CACL-1 (in the 

applications equation), as exogenous. In this case the actual values 

for C/F-1 and CACL-1 are used in the simulations and counterfactuals. 
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The rationale for this procedure, in addition to simplicity, is that 

these variables are proxies for some qualitative factor rather than a 

direct measure of program participation or reapplication dynamics. 

A more sophisticated approach, and the one used in the actual 

simulations in this research, views these two factors as jointly 

determined variables. Instead of using the actual values for C/F-1 

and CACL-1, the simulation procedure calculates lagged values for 

these variables Using the full caseload identity to estimate the 

former and the closing rate equation to estimate the latter. This 

procedure provides a "feedback" model in that previous period values 

are fed back into the equation system to generate current period 

caseload and expenditure estimates. 

Mathematically the reconstitution is as follows: 

A A A A A 

(1) ~~(t) • [AP.REC(t) + ~~(t-1)]*[PRO.Rr(t)]*[1-REJ.Rr(t)] 

After the init:ial period, the m.Jnber of pending applfcations 

[PEND(t-1)] is calculated internally as the residual of applications 

received plus pending applications from month t-1 less applications 

disposed (processed) in month t. 

A A A A 

(2) ~~(t) • [AP.REC(t) + P.END(t-1)1*11-PRO.Rr(t)] 
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The number of closings is calculated by applying the estimated 

closing rate to the current month caseload. 

A A A A 

(3) CA.CLO(t) • [CUD.RI(t)]*[CASES(t-1) + CA.OPEN(t)] 

Following this step the caseload identity can be reconstructed.[*] 

A A A 

(4) CASEs(t) : CASES(t-1) + CA.OPEN(t) - CA.CLO(t) 

Finally, monthly estimates for total expenditures are generated from 

the actual average expenditure per case and the estimated value of 

caseload. 
A A 

(5) EXP.TOT • [EXP/CASE(t)]*[CASES(t)] 

In this complete set of simulation equations there are but two 

predetermined values -- the size of the caseload and the number of 

pending applications in the month immediately preceding the first 

simulation period. cnce these two values are plugged into the 

simulation, the only factors that can influence the estimated size of 

the caseload or total expenditures are the exogenous (Xi) variables. 

These Xi variables determine the estimated number of applications 

received, the estimated processing rate, and the estimated rejection 

rate. These in turn determine the m.Jnber of new case openings (and 

the size of the pending file carried forward to the next month) • 

Another set of Xi factors determine the estimated closing rate. 

[*] Alan Matthews designed and wrote the simulation program for 
reconstructing the caseload identity. 
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When multiplied by last month's estimated caseload plus this month's 

estimated new openings, the closing rate yields this month's number of 

closings. Further, subtracting this month's estimated closings from 

this month's new openings gives the net change in the caseload in the 

present period. Finally, adding the net change to last month's 

caseload yields this month's estimated caseload. 

The caseload simulation "loops" through this routine for each 

month in the simulation period. Total expenditures are computed by 

simply multiplying the caseload estimate by the actual average 

expenditure per case • 

The Simulations 

Once the estimated component equations for each jurisdiction have 

been finalized, the next step in the evaluation strategy involves the 

preparation of several simulations. Three of these are referred to as 

the basic simulations. Comparison of the caseload and expenditure 

estimates resulting from these alternative simulations allows us to 

parcel out (a) the effects that any structural changes in the caseload 

generating function have had on caseload and expenditure levels over 

time, and (b) the gross impact of corrective action activities on 

caseloads and expenditures. 

The thre~ basic simulations used in the evaluation strategy are 

named and defined as follows: 

1) Present Structure Simulation (PSS) 

2) Pre-QC/CA Structure Simulation (Pre-QC/CA) 

3) PSS-No QC/CA Structure Simulation (PS5-No QC/CA) 
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The initial, or Present Structure Simulation (PSS), is used to 

obtain the best possible econometric estimate of the case load. It is 

based on the estimated regression coefficients in each of the 

component equations. These coefficients are obtained from running 

regressions over the entire period for Which we have data on dependent 

and independent variables in each jurisdiction.[*] The PSS equation 

system, therefore, represents the "best" model that could be 

constructed; the PSS system includes all corrective action variables 

as well as all structural variables (e.g., unemployment rates, benefit 

wage ratios, etc.). Since the individual component equations used in 

the PSS are fitted over the full period, the simulated caseload should 

track the actual historical caseload series very accurately. This is 

one indicator of how well the overall model works. 

The second simulation is referred to as the Pre-QC/CA Structure 

Simulation (Pre-QC/CA). This simulation uses estimated regression 

coefficients obtained from regressions that are run over a shorter 

period of time than the PSS equations. 

The Pre-QC/CA simulations are relevant for statistical analysis 

and caseload simulation. The statistical purpose is to control for 

changes in the structural regime of the caseload generating function 

during the period of quality control activity. These changes are 

[*] Because data availability at the time of our site visits 
varied, the full regression period in each model varied as well. The 
New York models use data beginning in January 1960 and ending in 
December 1978; in San Diego County the applicable time frame is 
January 1964 through June 1979; in Los Angeles County, April 1964 
through September 1979; in Alameda County, January 1964 through 
December 1919; and finally, in Florida, February 1966 through December 
1979. 
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attributable to two sources: (a) the effects of changing responses to 

factors like the unemployment rate, changing levels of employment in 

specific sectors, and changes in the benefit/wage ratio1 and (b) the 

impacts due to implementation of intensive quality control programs 

that began in the early 1970s. As relationships between caseload and 

its determinants change over time, we expect the relative impacts of 

different economic and institutional factors to change as well; the 

estimated regression coefficients should take on different values. 

Isolation of these shifts in statistical regimes is accomplished 

by running regressions over the period that ended at the time quality 

control activity began. In a simulation context, then, these short 

period regressions are used to forecast caseload (i.e., components). 

These forecasts are based on actual data during the regression period 

and actual data over the period of the forecast (post-quality control 

activity). In essence, this Pre-QC/CA simulation indicates What AFDC 

caseload, openings, closings, and expenditures would have been had the 

earlier structure continued to the present and corrective action not 

been undertaken. 

These two simulations -- PSS and Pre-QC/CA -- provide the initial 

framework for the evaluation of corrective actions. The difference in 

the estimated caseload and its components based on simulations (1) and 

(2) indicates.the combined effects of changes in underlying structural 

responses to economic opportunity and alternative income variables as 

well as the effects of corrective actions. The Pre-QC/CA simulation 

indicates What the caseload would have been in 1978 or 1979 had there 

been no changes in any of the pre-1973 structural relationships, and 
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no corrective actions had been initiated. In contrast, the PSS 

accounts for both the changes in "structural" relationships that have 

actually occurred since the early 1970s, and the effects of corrective 

actions. 

Figure 3.1 illustrates the difference between two simulations 

over the period January 1973 (1.78) to December 1978 (12.78). 

Simulation (0) is actual caseload each month. Simulation (1) 

represents caseload estimates based on the Pre-QC/CA structure using 

coefficients from short period regressions (i.e., 1960 to 1972). 

Simulation (2) represents caseload estimates based on the PSS 

simulation using coefficients from the full period regressions (i.e., 

1960 to 1978). 

The figure indicates that the PSS (2) tracks the actual caseload 

(0) very accurately, as it should. It is, after all, based on 

coefficients obtained from full period regressions. The Pre-QC/CA 

simulation (1), however, indicates that if the parameters of the short 

period regressions had remained unchanged from their 1960-1972 

estimates, case1oad over the period 1973-1978 would have been 

significantly higher than both the actual and the PSS estimate. The 

difference between simulation (1) and simulation (2), therefore, 

indicates the total impact of structural change and corrective action 

on the level of the caseload. 

It should be noted that the Pre-QC/CA estimate of caseload need 

not be higher than the PSS estimate. The relative position of 

caseload estimates based on these two simulations is totally dependent 

on the direction of any changes in the caseload generating function in 
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each individual jurisdiction. In one jurisdiction, for example, the 

applications received component of the caseload identity may become 

less sensitive to the aggregate unemployment rate over time (as 

indicated by a smaller positive coefficient in the PSS equation 

relative to the Pre-QC/CA equation). In this case, a one point 

increase in the unemployment rate after 1972 would result in fewer 

applications than would have been the case in a Pre-QC/CA applications 

equation. Precisely the opposite may occur in another jurisdiction, 

however. Applications may become more sensitive to the unemployment 

rate, resulting in more applications, and, ceteris paribus, the 

caseload would be higher in the PSS simulation relative to the 

Pre-QC/CA simulation. 

A third simulation based on the Present Structure Simulation with 

all corrective action related variables removed from the equation 

system (PSS-No QC/CA). It is based on full period PSS estimated 

regression coefficients, but all corrective action variables are 

"turned off" in the entire multi-equation system. That is, all 

corrective action (QC/CA} coefficients in the PSS-No QC/CA simulation 

are, in effect, set to zero, While all "structural" coefficients 

maintain their estimated values. Comparison of caseload and 

expenditure estimates resulting from the PSS and PSS-No QC/CA 

simulations, therefore, allows us to estimate the impact of corrective 

action alone, i.e., what caseload, expenditures and other model 

components would have been had corrective action not existed during an 

otherwise identical PSS regime. 

There is one additional comparison which identifies the 
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independent impact of "structural" change. It is the difference 

between the Pre-QC/CA and PSS-No QC/CA simulations, i.e., (2) and (3). 

This simulation produces estimates of the difference in cases 

· receiving assistance (or openings, closings, and expenditures) due to 

these structural changes in the caseload generating function that are 

not related to corrective action. By construction, the Pre-QC/CA 

simulation stipulates no corrective action; the PSS-No QC/CA 

simulation turns off all corrective action. This comparison, 

therefore, isolates structural effects by controlling for corrective 

action variables over the simulation period. 

In Figure 3.2 the three simulations are presented graphically. 

Simulation (1) represents monthly Pre-QC/CA estimates of What the 

caseload would have been had no structural change in the underlying 

parameters of the model taken place and no corrective actions been 

undertaken. Simulation (2} represents the PSS estimate of caseload 

based on the best model that could be constructed. Finally, 

simulation (3) represents the PSS-No QC/CA estimate. The difference 

between simulations (1) and (2), as shown in Figure 3.1, indicates the 

total impact of all structural changes and all corrective actions. 

The difference between simulations (1) and (3) represents the 

proportion of this total change that can be attributed to structural 

change alone •. And finally, the differential between simulations (3) 

and (2) - the PSS-No QC/CA and PSS simulations - indicates the 

proportion of the total difference in caseload that is solely 

attributable to corrective action. 



Figure 3.2 

AFDC Caseload Simulations 

I ' • I I I I I I t I I t t I I t I I & I I t t t I t I I t t t I I I t I f I t I t I t t t t t t t t t t t t t t t t • . • . • • . • • • • • • • • • • • = .. 
ii ... PRE - QC/CA SIMULATION 
i 

H 
(1) 

(2) 

(:)) 

PRESENT STRUCTURE SIMULATION (PSS) 
PSS - NO QC/CA SIMULATION ... .... ... : .. : ::: 

ii ... • t :: •• .. :a -: 
t u . . •• ... -: : ... •• •• .. •• ... -: • • :t •• . . •• -· ... 
i •• u 

ii .. .... .. .. ! . .. ... ........ .... 

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

:: a • .-~- ~ 
~~ ... :"- .. ·-.... •• .. , 
: u ... . . ... •• • • : •• ... ... 

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

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

.. 
• 

• 

.. 
... 

.. .. .. .... .. • ... .. ... . ... ...... 
• 

... ... 

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

... 

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

... .... . .. .. 
•"' .. .. ... 

.... 

.. 
..... 

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

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

... 
• 

...... 

• • • 

.. 
.. .. ... 

.. .. 

... ·· 

.. .. ... 

.. 

. ... 
• 

..... .. 

.. .. 

•• 

... ... 

.. 
ii . .. 1 .. 
~~ . ... •• i .. 
• := •• 
·== .. i .. .. . .. t .. .. -tc .... i:: . .. • 

••• !:t . ·: .. • • • • • •• ... . .. 
i 
il 

• 0 • • . .. . .. 
l:: : . :• :: 
Ia .... 
i; . .. ...... i ... ........ iS 

0 0 u t• : u ... 
i: : : . 
:::1 

·= .:• • . . . . . . . . . . . ................. ' ..................................... . 



,------------------ -- -- -- -

Which Corrective Actions Did the Most? 

The preceding discussion indicated that through various 

comparisons of the three basic simulations, we can estimate the 

combined impact of structural change and corrective actions, the 
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impact of structural change alone, and the gross impact of corrective 

actions alone. For the purposes of this report, of course, the most 

important aspect of this analysis involves estimating the impact of 

corrective actions on caseload and expenditure levels. However, the 

methodology presented thus far only allows identification of the total 

impact of all corrective action variables on these levels. 

In order to estimate the impact of individual corrective actions 

it is necessary to run several separate counterfactual simulations, 

one for each variable that is judged to be corrective action related. 

We begin with two of the three basic simulations previously discussed: 

1) Present Structure Simulation (PSS) 

3) PSS-No ~/CA Simulation (PSS-No ~/CA) 

A comparison of caseload and expenditure estimates resulting from 

these two simulations provides the total impact of corrective actions 

alone. The next objective involves dividing up this total impact and 

estimating each corrective action's contribution to the total. This 

is done by first running these two simulations -- the PSS and the 

PSS-No ~/CA. Next, a simulation is run "turning off" only one 
. -

corrective action variable in the multi-equation system; one 

corrective action coefficient is, in effect, set to zero, while all 

other coefficients including all other corrective action coefficients, 

maintain their estimated values. The caseload estimates resulting 
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from this simulation indicate what the caseload would have been had 

all corrective actions except one been operative. A comparison of the 

full PSS caseload estimates and selective PSS-No QC/CA estimates 

therefore, indicates the impact of the one individual corrective 

action. 

Let us once more illustrate this technique graphically. Figure 

3.3 presents the three simulations just discussed. Simulation (2), 

Which begins in 1.73, represents the PSS estimate of caseload, based 

on the best, most accurate model that could be constructed. 

Simulation (3) represents the PSS-No QC/CA estimate of caseload, i.e., 

What the caseload would have been in the absence of all corrective 

action activities. All corrective actions were therefore responsible 

for reducing the potential caseload from (3) to (2). Simulation (5) 

indicates what the caseload would have been had all corrective actions 

variables except a program called MLOUTS been operative. This 

variable was designed to capture the impact of a 1976-1978 policy 

which involved the mailing of questionaires to AFDC recipients in an 

effort to acquire information about changing circumstances. The 

effect of the MLOUTS variable was to reduce caseload from the level 

predicted in simulation (5) to the level in simulation (2). Or, in 

the absence of MLOUT, caseload would have been at a higher level (5) 

compared to our best estimate of the actual level (2) with the policy 

in place. The differential betwee~ simulations (5) and (3) represents 

the effect of the remaining corrective action variables on the number 

of cases receiving assistance. In subsequent simulations this 

differential is divided up and assigned to the remaining individual 
J\1·· 
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corrective action variables in the jurisdiction's equation system. 

e) The Data 

Most early studies of public assistance dynamics suffered from 

inadequate data. As a result, these models contained only a few 

variables, and often even these were crudely constructed. "Average 

cash payment per case," for example, was often used as an explanatory 

variable to proxy for the value of public assistance benefits. This 

is an inadequate measure for two reasons. First, the average benefit 

is determined by the level of the caseload. As an explanatory 

variable, the appropriate measure of potential benefits must be 

exogenous to caseload. Second, the average benefit cannot distinguish 

between the payment level for clients without other sources of income 

and that for clients receiving only supplementary support. It thus 

fails to account for benefit "stacking." 

Most researchers were probably aware of such data problems but 

were constrained by the fact that data collection is a very costly 

endeavor. Moreover, if an AFDC model is devised solely for 

forecasting purposes, a small addition to accuracy may not justify the 

cost of collecting additional information. However, if an AFDC model 

is designed explicitly to evaluate the independent impact of various 

factors on caseload and expenditure levels, the limited set of 

variables that may perform adequately in a forecasting model will 

almost certainly not be sufficient. While a forcasting model requires 

a limited set of variables to proxy for many factors simultaneously, 

an evaluation model must specify variables carefully to proxy for each 



independent phenomenon. Only in this manner can a multitude of 

factors be accurately assessed. 
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Since the present research is primarily interested in the 

evaluation of various quality control induced corrective actions, the 

first step in the process was to develop·the most extensive and 

accurate data files possible for the construction of SWRI component 

models for each jurisdiction being studied. These detailed data files 

took several months to compile and represent an enormous investment of 

time and effort. 

Data Shortcomings and Data Collection Problems 

A "best-possible" data set is never a perfect one. There are 

always problems in acquiring data, and some of the most desirable 

information is unavailable. For instance, no information exists on 

the size of the AFDC eligible pool over time. Therefore, it is 

impossible to directly model secular and cyclical changes in the size 

of the welfare eligible population as a function of demographic, 

economic and institutional variables. As a "best" alternative, rough 

estimates of the number of female headed households with children 

under 18 were used to proxy the number of AFDC Basic eligibles. These 

estimates were interpolated from Census data; we could not determine 

What proporti~n of female headed households were below a given income 

or asset level. Other segments of the potential pool of AFDC Basic 

eligibles, such as intact families with incapacitated parents, had no 

suitable estimator. Other important demographic data, such as a time 

series on gross migration by income level, were also non-existent or 
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inestimable. 

In general, the most difficult data to acquire are historical 

series, particularly complete monthly series. Welfare and labor 

department archives in individual states are potentially rich sources 

of such information, although data retrieval is often difficult and 

data quality is highly uneven. National sources also leave much to be 

desired, primarily due to differences in data reporting from 

individual states. All of these problems are compounded by the fact 

that the SWRI model requires monthly data going back to the early 

1960s. 

Tb acquire the "best possible" data set for each jurisdiction, it 

was necessary to work closely with various agencies in each 

jurisdiction: welfare, labor, finance, and agriculture. caseload 

data and information of public assistance programs were gathered from 

state and county welfare offices; employment and unemployment data 

from labor departments at the federal, state, and local level. 

Careful review of historical records and in-depth interviews with 

welfare administrators in each jurisdiction allowed us to identify the 

existence and "timing" of specific corrective actions, allowing them 

to be incorporated into the models in the form of qualitative program 

variables. Many of the QC variables are the same; some are defined 

only in a given state model. 

The final section of this chapter presents the basic variables 

used in the study. The caseload component variables are presented 

first, followed by the independent variables that were constructed to 

evaluate the three theories of caseload dynamics. 
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The caseload Component Variables 

Efforts to explain AFDC caseload dynamics generally use one of 

three methodological approaches. The simplest approach uses only a 

caseload equation; a more sophisticated approach uses separate 

equations for openings and closings; the most complex of the three 

approaches disaggregates caseload dynamics into smaller components for 

applications received, the processing rate, the rejection rate and the 

closing rate. The methodology of the components approach was used in 

most of the models reported in this study. Lack of full components 

data for San Diego and Alameda, however, precluded anything more 

elaborate than a monthly openings level/closing rate model. The major 

caseload component variables are defined as follows: 

CA.REM 

CA.RA 

CA.ADD 

CA.CLO 

CLO.RT 

AP.REC 

Caseload (Also CA.UCR = Cases Under care at end of 
month - New York models) 
Cases Remaining at the end of the month. 

Cases Receivin~ Assistance The number of cases 
rece1ving asss1stance anytime during the month. 

Cases Added The number of cases added during a month. 

Closings (Cases closed) The number of cases closed 
during a month. 

Closing Rate CA.CLO (t) I [CA.REM(t-1) + CA.AID(t)] 
where CA.CLO(t) = cases closed during the month and 
CA.REM(t-1) = total number of cases at the end of. the 
preceding month. 

Applications Received The number of applications 
received by the welfare agency in a month. 



AP.DIS 

PROC.RT 

REJ.RT 

NET.EXP 

EXPICA.RA 

Applications Disposed The number of applications 
processed in a month. 

Processing Rate AP.DIS I [AP.REC(t) + PEND(t-1)], 
where AP.DIS(t) = applications disposed in current 
month 
AP.REC(t) = applications received in current month 
PEND(t-1) = applications pending from all previous 
months. 

Rejection Rate [AP.REJ(t)] I [AP.DIS(t)] The ratio 
of applications rejected to applications disposed. 

Net Expenditures Net Expenditures for AFDC. 

NET.EXP I CA.RA Net Expenditures per case 
receiving assistance. 

The Independent Variables 
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The basic caseload dynamics model used in this study is decidedly 

"eclectic." It includes variables representing each of the three 

theories and can be used to show the relative importance of each 

theory in accounting for changes in AFDC caseloads. Variables used in 

one state are sometimes not precisely the same as those used in 

another. Data availability and data definitions vary from 

jurisdiction to jurisdiction, and thus, the functional forms of the 

component equations are in some instances unique to the specific area 

being evaluated. For ease in identification, we have listed all of 

the variables ·in this study in terms of the theory they are used to 

proxy. If variable construction is unique to a specific area, rather 

than consistent across jurisdictions, it will be noted as such. 
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Alternative Income Hypothesis Variables 

The alternative income hypothesis is represented by variables 

that measure the relative level of public assistance benefits compared 

with potenti~l expected wage income. In its generalized form, this is 

the "Benefit/Wage" (B/Z) ratio. A series of B/Z ratios were 

constructed. These varied from those using cash benefits alone as a 

measure of "B" to more complex forms ~ich allow for the value of food 

stamps and medical assistance as well as for the "$30 and 1/3" income 

disregard provision. 

The simplest measure of benefits (B) in the B/Z ratio is the 

maximum available AFDC cash benefit adjusted for family size. A more 

complex benefit level computation adds to this the bonus value of food 

stamps and the actuarial value of medical assistance. In this way we 

can account for the expected value of full "stacked" benefits. 

The denominator of the B/Z ratio represents net benefits from 

paid work. The simplest denominator included only a measure of 

disposable income, ~ile more complex denominators included a value of 

food stamps and an actuarial value of medical assistance if these 

programs were available to working poor families not on AFDC. Since 

the B/Z ratios were designed to test the "alternative income" 

hypothesis, disposable income reflects the level of earnings ~ich the 

AFDC populati~n could expect to achieve in the paid labor force. To 

measure this, data were gathered on wages and employment in 

"low-training" and "high-turnover" industries -- the industries most 

likely to provide employment for AFDC clients. An average wage, 

weighted by employment in these industries, was calculated. Since the 



AFDC caseload is largely comprised of female headed households, the 

calculated average wage was adjusted by a ratio of female/total 

average wages derived from specific industry wage surveys. To 

estimate disposable income, a "spendable earnings function" was 
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devised that reduced the adjusted average wage to account for federal 

income and payroll taxes. The resulting measure of disposable income 

was called "female spendable monthly earnings" (FSME). 

The components of the Benefit~age (B/Z) ratio and the variables 

using some form of this ratio used in the final regression equations 

for each model are listed below. 

MAXGRAN'l' R/C Maximlml ~ Grant - Maximlml cash ben~fi ts for a family 
of four, adjusted for average case size. calculated as 
·maximlml benefits for a 4-person family + (Recipients I 
Case - 4.0) * incremental benefit level. 

BV.FS.R/C Bonus Value of ~Stamps - Additional purchas~ng 
power resulting from the use of food stamps, adJusted 
for average case size and level of cash benefits, and 
controlling for "excess" rental payments (based on the 
rental component of the Bureau of Labor Statistics 
(BLS) low income budget). 

MED Actuarial Value of Medicaid - Represents the value of 
medical care available to public assistance recipients. 
Calculated as the premium rate for the most comprehen-
sive Blue Cross coverage available for a female headed 
family in 1979, adjusted to 1964 by the medical co~ 
ponent of the Consumer Price Index (CPI). 

FSME Female SE;ndable Monthll Earnings - A weighted average 
of wages 1n low-training, low wage industries (weighted 
by employment) adjusted for the ratio of female wages 
to total wages by industry, and reduced by the propor-
tion of wages paid in average total federal income and 
payroll taxes. 



30 + i/3 

B/Z 

B/Z*30 
(or B/ZD) 

B/ZM*30 
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"30 + 1/3" oaiy Variable - Has the value of 1.0 from 
July 1968 to e end of the regression period to ac-
count for existence of the income disregard program. 

Benefi t,IWage Ratio - [MAXGRANT + BV .FS. + MED] / FSME 
Ratio of the value of all benefits available through 
public assistance to the value of potential labor 
market earnings. · 

Benefit/Wage Ratio after 30 ± 1/3 - B/Z ratio times 
30 + 1/3 dummy variable to account for impact of the 
income disregard program on the work/welfare choice. 

Benefit/Wage Ratio with~ in Denominator -
[MAXGRANT + BV .FS. + MED] I [FSME + MED] 

"Economic Qpportunity" Hypothesis Variables 

The "economic opportunity" theory is represented by two sets of 

variables: those reflecting the general availability of jobs, and 

those reflecting conditions in specific industrial sectors most likely 

to provide employment for AFOC clients. The former type of variable 

includes general measures of unemployment, such as the seasonally 

unadjusted unemployment rate. The second set of variables includes 

measures of employment in the low-training and high-turnover sectors, 

including service and non-durable manufacturing industries. 

The specific industries that comprise the low-training and 

high-turnover sectors are identical for the three California counties 

and Florida. ~iven that the New York models represent several years 

of ongoing research, the variables representing employment levels in 

key sectors have undergone a great deal of refinement. The New York 

employment terms will therefore be presented separately in the New 

York chapters. 
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The variables used to test the "economic opportunity" hypothesis 

in Florida and the three California counties are listed below. 

General measures of employment conditions are listed first, followed 

by measures of employment conditions in the industrial sectors in 

which AFDC clients are most likely to find jobs. 

UNRTE 

D.UNRTE 

DURT*30 

SIC20 

SIC23 

SIC 58 

SIC70 

SRmP 

D.SIC** 

Unemployment ~- The seasonally l.D'ladjusted l.D'lem-
ployment rate within a jurisdiction. 

Change in the Unemplo~ent Rate - First differen~e 
of the seasonally unadJusted l.D'lemployment rate; 1.e., 
UNRTE (t) - UNRTE (t-1). 

Change in the Unemployment Rate ~ 30 + 1/3 Disregard -
Has value of D.UNRTE after July 1968. 

Employment in SIC20 - The mJnber of -workers employed 
in Food andlKindred Products. 

Employment in SIC23 - The number of -workers employed 
in Apparel and other Textile Products. 

Emplo¥IPent in SIC58 - The number of -workers employed 
in Eat1ng and Drinking Establishments. 

Employment in SIC70 - The number of -workers employed 
in Hotels and Motels. 

Employment in Service Sector - [SIC58 + SIC70] 

Employment in Non-durable Manufacturing Sector -
[SIC20 + SIC23] 

Change in Employment - First difference of employment 
levels 1n each ** industry aboye. 
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D.SREMP Change in Service Employment 

D.MNEMP Change in Manufacturing Employment 

•Institutional" Hypothesis Variables 

The "institutional" theory is represented by variables that 

reflect legislative, administrative, and judicial alteration in AFDC 

regulation, including specific corrective action activities, as well 

as variables representing cultural, political, and demographic 

factors. The latter include such variables as female population, the 

nl..lllber of female headed households, and the proportion of eligible 

families actually receiving assistance. On the administrative and 

legislative side are a host of variables that affect the ability or 

willingness of the social service agency to provide public assistance. 

These include changes mandated through legislative or judicial 

decisions on a national level, as well as individual state and county 

initiatives. Congressional changes cover such things as the advent of 

AFDC-UF, Medicaid, the Work Incentive Program, the Brooke Amendment, 

the Food Stamp Program, the Emergency Employment Act, and the 

developnent of the Supplementary Security Income Program. .Another 

factor originating in the national arena was the decision to implement 

regulations threatening fiscal sanctions for states with error rates 

above specified tolerance levels. 

On a state or county-wide level, each of the models includes 

variables reflecting the particular regulations and procedures that 

apply in each jurisdiction. Other factors apply to differences in the 

method of computing grants. One particularly interesting variable is 
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the "ADA" voting record pf each area's Congressional delegation which 

is used as a measure of political sentiment. 

Some of the variables used to test the "institutional" theory are 

listed below. Because the "institutional" theory covers such a broad 

range of variables that are most often unique to individual 

jurisdictions, here we review only ~ose variables that were 

constructed for the majority of jurisdictions involved in the study. 

Variables relating to corrective action (and other unique 

area-specific institutional variables) are presented in the individual 

chapters for each jurisdiction. 

Demographic and Cultural Variables 

FEMPOP 

DFEMPOP 

FHF 

DFHF 

FHF-1 

C/F 
(or PRT) 

Female Population ~ 18-54 - Monthly estimates of 
county female population aged 18-54. Provided by 
California Department of Finance. 

Change in Female Population ~ 18-54 - First dif-
ference of FEMPOP. 

Female Headed Families - Monthly estimates of an 
area's female headed families constructed from u.s. 
census data, including 1960 and 1970 Census, Current 
Population Surveys, and Survey of Income and Education. 

Change in Female Headed Families - First difference 
of FHF. 

Lagged Female Headed Families - Female headed families 
with one per1od lag. 

-~' AFDC Participation Rate - Ratio of AFDC caseload in 
per1od t-1 to estimate of female headed families in 



2C/F 
(or SQPRT) 

t-1. 

5quared Participation ~ - Squared value of C/F 
or PRT. 

Now that the methodology and the data underlying this research 
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have been presented, we tum to the actual empirical results. Section 

II begins withpn introduction to the New York models, and continues 

with the regression and simulation results for both jurisdictions. 

Section III deals with the results for each of the counties studied in 

california. Finally, our work in the state of Florida is reviewed in 

Section IV. 



Section II 

The New York Models 



Chapter ! 
An Introduction to the New York Models 

The New York AFDC Dynamics models represent several years of 

ongoing work and modification. When analysis of the New York AFDC 

program was originally undertaken in 1976 under HEW contract support, 

SWRI chose to analyze the state as two separate entities -- New York 

City and the Upstate region.[*] The basis for the distinction was 

that these two regions significantly differ in terms of many 

demographic, economic, and social characteristics. Although the 

formal legal and administrative framework in which the AFDC program 

operates is basically the same throughout the state, other factors 

including corrective action policies suggested that the two 

jurisdictions should be treated differently. 

The type of "systems modeling" undertaken in our earlier efforts 

required detailed knowledge of the demographic, political, social, and 

economic environment within which an AFDC program operates. The same 

holds true for this evaluation. Understanding these factors is 

crucial for determining which variables should be included in the 

--------------------
[*] The title "Upstate New York" denotes the whole state minus 

New York City proper. · 
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regression models, and for ascertaining the proper structure of the 

equation system itself. For this reason, prior to the evaluation of 

each area's regression and simulation results, we present brief 

reviews of recent history, paying particular attention to trends in 

population characteristics, economic conditions, changes in 

administrative regulations, and especially corrective action 

activities. 

Here we present brief historical descriptions of the AFDC 

programs, economic structures, and demographic characteristics of both 

the Upstate and City areas. Because it was necessary to focus 

additional attention on the impact of corrective actions, those Which 

prompted this research from the very beginning, we have chosen to 

present the corrective action efforts of the New York welfare 

administration in an individual section following these historical 

reviews. A subsequent section presents data used in each of the New 

York models. 

Upstate New York 

Caseload and Expenditure Trends 

The AFDC program in Upstate New York, as in the City, contains 

two segments: (1) the AFDC-R (Basic) program primarily designed to 

assist female headed families with dependent children; and (2) the 

AFDC-UF program Which was established in 1961 to aid children deprived 

of parental support by reason of the father's unemployment. The UF 

program now serves families due to the unemployment of either parent. 
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'lhe Basic program is by far the larger of the two; the following 

analysis is dedicated to this segment. The Upstate Basic program had 

an average monthly caseload of approximately 20,000 in 1960. 

'lhroughout the balance of the decade the caseload increased 

considerably, peaking at just over 100,000 cases for a brief period in 

late 1972 and early 1973. Caseload then receded to an average monthly 

level of about 94,000 in 1974, before spurting again to 111,000 cases 

in 1976. 'lhroughout 1978 the caseload again fell sharply. It stood at 

about 101,000 in December of that year. 

While the AFDC-Basic caseload increased about 500 percent between 

1961 and 1974, total expenditures on the program rose at twice that 

rate. From a level slightly under $3 million in 1961, AFDC-Basic 

monthly expenditures in Upstate New York grew steadily to a level just 

below the $30 million mark by the end of 1974. Monthly expenditures 

reached a peak of about $40 million in November and December of 1977, 

before falling back to about $34 million per month during the latter 

half of 1978. 

Demographic Characteristics 

The population in Upstate New York has been characterized by 

steady growth in the recent past at a rate nearly identical to the 

national average. Between 1960 and 1975 the Upstate population grew 

from approximately 9 million to over 10.5 million for an average rate 

of greater than one percent per year. 

The number of female headed families, the subgroup of the 

population ~st important to an analysis of the AFDC-Basic program, 
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also grew substantially between 1960 and 1978. Over the period 1960 to 

1970 this sugroup expand~ by nearly 65 percent. From 1970 to 1978 

the female headed family population grew by another 47 percent to 

178,000. 

Economic Characteristics 

The structure of employment in Upstate New York underwent 

significant changes in size and composition during the 1960s. Growth 

in the labor force and total employment has not been uniform across 

all industrial sectors. In both relative and absolute terms the 

agricultural sector lost ground to the nonagricultural sector. Actual 

agricultural employment declined about 14 percent and nonagricultural 

employment grew about 29 percent during the period. 

In the early part of the full period under study (1960-1964) the 

average annual unemployment rate ranged between 5 and 6 percent. 

Beginning in late 1965, the rate began to decline to levels of 3 to 4 

percent, and remained in that area during most of the Vietnam War 

(1967-1970) before rising again. In late 1974, before the worst part 

of the national recession, Upstate unemployment swelled again. By 

February 1976 it had reached 10.5 percent. During the following three 

years the rate declined fairly consistently, reaching 5.8 percent by 

the end of 1978. Unfortunately, there is little information on how 

these aggregate levels reflect the employment experience of specific 

population groups in the Upstate New York population. 
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tegal and Administrative Characteristics of AFDC 

The legal and administrative environment in which the AFDC 

program operates is potentially one of the most important determinants 

of caseload behavior. Historically, changes in the legal and 

administrative characteristics of the program have affected the size 

of the categorically eligible population, the level of benefits, and 

the ease with which one may gain entry to the program. Thus, changes 

in program operation can have a major impact on caseload and 

expenditure behavior. This was particularly true during the period 

between 1973 and 1978, when error rates and corrective actions were at 

the forefront of much of the discussion over welfare reform. 

The manner in which the AFOC program is administered and financed 

in New York State differs from that of many other states. In New York 

the program is state supervised rather than state administered. The 

primary distinction here is that in New York the program is financed 

by federal, state, and local funds. In other states the local 

governments are often not involved in funding the program. The chief 

implication of this type of funding arrangement is that local welfare 

offices may likely exert tighter controls on caseload and expenditure 

growth. 

For our purposes the first significant program change in AFDC was 

the introduction of the unemployed father segment (AFDC-UF) in May 

1961. This program increased the eligible population by extending aid 

to intact families with an unemployed father. 

The next major change in the program occurred in 1968 with the 

passage of federal legislation creating the "30 + 1/3" and Wbrk 
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Incentive (WIN) programs. The former program was designed to provide 

financial incentives to induce AFDC parents to obtain employment 

through a lowering of the benefit reduction rate and the disregard of 

the first $30 and 1/3 of earned income in the benefit calculation. 

WIN was designed to encourage the employment of AFDC clients by 

providing training and employment referrals. 

There were also two major program changes in 1969 that may have 

affected AFDC caseload and expenditure levels. The first was the 

creation of the Flat Grant payment system which consolidated 

"unscheduled" payments for exceptional needs into a single grant. In 

addition, in July of the same year the Omnibus Welfare Act was passed 

by the state legislature. The most notable aspect of this law was a 

prohibition of assistance to any applicant who refused employment in a 

job for Which he or she was qualified. In mid 1970 the Department of 

Social Services began a food stamp outreach program which indirectly 

may have acted to increase the participation rate of families 

categorically eligible for AFDC. Although the state and local 

counties had been authorized to participate in the food stamp program 

since 1965, it was not until 1970 that actual statewide expansion of 

the program occurred. It appears that as families applied for this 

program at welfare offices, many discovered that they were also 

eligible for AFDC benefits. 

June and July of 1971 marked a period of extensive change in 

program administration in Upstate New York. In June the state adopted 

"simplified eligibility" which, in most instances, required 

caseworkers to accept the claims of potential recipients at "face 
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value." This procedural change removed much of the red tape involved 

in the application process and increased accessibility to AFDC. This 

liberalization of the eligibility determination process was followed 

only a month later by a host of restrictive measures designed to stem 

a swelling caseload. These measures included the creation of public 

works projects for "employable" welfare recipients, denial of payment 

to anyone who quit a job voluntarily, creation of the Welfare 

Inspector General's Office to investigate fraud, and the 

implementation of a photo I.D. program for welfare recipients. 

Before turning to a review of the corrective actions that 

predominated during the period 1973 to 1978, a brief historical review 

of the AFDC program in New York City is presented. Because the 

corrective action activities undertaken in both jurisdictions are for 

the most part developed within the State Department of Social 

Services, they are reviewed together following this historical review 

of the City. 

Caseload and Expenditure Trends 

While the total AFDC caseload contains both regular and 

unemployed father segments, we have isolated the AFDC-Basic program, 

as we did in Upstate New York, for the purpose of this report. The 

overwhelming majority of AFDC families are participating in the Basic 

segment. ~e growth trend in this public assistance category can be 
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divided into several periods. In the early years analyzed in this 

study (1960-1963), New York City's caseload growth was extremely slow. 

Only 6,000 net additional cases were reported during the 36 month 

period ending in December 1962. There followed a four year period of 

moderate growth so that by the end of 1966, the City's caseload 

reached over 100,000 for the first time in history. This was then 

followed by the well documented welfare "explosion" of the late 1960s 

and early 1970s. Beginning in 1967, the caseload rose almost steadily 

until the end of 1971. In that five year period, the number of AFDC 

families in New York City grew by more than 140,000, the total 

approaching the one-quarter million mark. This represented a 

quintupling of the caseload since 1959. The next two years, however, 

brought an abrupt halt to this trend. In fact the caseload actually 

fell by 2,000 cases between January 1973 and December 1974. There 

followed another short period of growth between December 1974 and 

December 1975, at which time the caseload actually reached 250,000. 

The next year witnessed a period of almost complete caseload 

stability, and then over the following two years about 20,000 cases 

were removed (net) from the rolls. The caseload stood at 230,000 

cases in December 1978. 

The caseload figures are naturally only part of the story. Those 

whose responsibility includes financing the program are obviously 

concerned with the fact that monthly AFDC-Basic expenditures increased 

nearly eleven-fold between 1959 and 1974. In the earlier period total 

monthly expenditures averaged $8 million. By December 1974 the 

monthly outlay approached $90 million, and remained within five or six 
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million dollars of that amount through 1978. New York City itself is 

responsible for providing the revenue for about one-quarter of these 

benefits, a fact that inevitably affected the city's fiscal crisis in 

1975-1976. 

Demographic Characteristics 

Demographic changes in the City played a role in creating the 

conditions for the welfare "explosion." While the total population in 

the five burroughs actually declined over the period (from 7.8 million 

to 7.5 million), the estimated number of female headed families grew 

rapidly. In 1959 there were approximately 140,000 such families 

living in the city; by the end of 1974, the number stood at over 

240,000; and by the end of 1978, nearly 290,000. 

·The significance of the post World War II in-migration is pointed 

to by the fact that only 26 percent of the city's AFDC mothers in 1973 

were born in New York State. Of the black AFDC mothers, more than 

three out of five (61.3 percent) were born in Southern states with 

South Carolina and North Carolina contributing the largest number. 

Almost 81 percent of the Puerto Rican mothers were born in Puerto 

Rico.[*] It is clear from these statistics that New York City 

inherited a large part of the "explosion" from less wealthy areas of 

the United States. The question of whether families migrated to the 

City to take advantage of welfare benefits cannot be definitively 

[*] "Characteristics of AFDC Families in New York State, Program 
Analysis Report," No. 55, New York Department of Social Services, 
August 1974/'p. 55. 
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answered by existing data or this report, but there is evidence 

elsewhere suggesting that families moved to the City to take advantage 

of jobs. Only after a number of years in the City did families turn 

to AFDC, after jobs were lost or families broke apart.(*] 

Economic Characteristics 

Employment in New York City's private sector is distributed over 

many industries. Compared to many cities, New York has a very high 

percentage of its work force in service and FIRE (Finance, Insurance, 

and Real Estate) industries. Both the FIRE and service industries 

grew rapidly over the 18 year period ending in 1978. However, New York 

lost 266,000 manufacturing jobs between 1960 and 1970 alone. These 

jobs were primarily lower-skilled blue collar jobs in industries where 

women are prevalent. 

The decline in these industries was generally not offset by 

increases in retail trade, a sector where women have traditionally 

found jobs. Because of the decline in the city's population, the 

number of retail jobs hardly expanded at all during the 1960-1974 

period. Employment in eating and drinking establishments declined by 

almost 17,000 jobs or 13.7 percent between January 1960 and December 

1974; employment in apparel and accessory stores fell by 12,700, or 

19.5 percent over the same period, while employment in food stores 

remained relatively stable. On balance, then, the industries that 

(*] See Bluestone and Sumrall, "AFDC Caseload and Benefit 
Dynamics: New York City," Social Welfare Research Institute, July 
1977, p. 42. 
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employ a large number· of less skilled and lower-paid workers did not 

grow during the period under investigation. Indeed, many collapsed, 

presumably reducing employment opportunity for many workers. 

Legal and Administrative Characteristics of AFDC 

During the period under study, there have been a number of 

important events and new regulations which have probably affected the 

size and cost of the AFOC program. '!he fact that the percentage of 

applications actually accepted as cases rose from approximately 50 

percent in the period 1960-1962, with about 5,000 applications per 

month, to a peak of 82 percent of the 10,000 applications received in 

October 1968, was no doubt responsible for a large part of the 

caseload growth. The dip in the rate to between 60 and 75 percent of 

the approximately 8,000 to 10,000 applications received per month in 

the 1970s is partly responsible for the caseload stability and 

subsequent decline during the decade. 

The period 1968-1973 saw many new programs and regulations added 

to the AFOC program. The "30 + 1/3" provisions became effective in 

April 1968. The first WIN referrals were made in July of that year. 

In the same month Chapter 992 became law. It provided for emergency 

assistance to needy families with children. This covered migrant 

children and led to a greater number of AFOC applications. 

In 1969 there was a turn toward more conservative welfare policy. 

Chapter 187 and Chapter 184 (the "Omnibus Welfare Act") were put into 

effect. Chapter 187 required social service officials to take steps 

to establi~ the paternity of out-of-wedlock children. Among other 
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things, the "Qnnibus Act" prohibited assistance to applicants who 

refused employment and reasserted the requirement of social service 

officials to search for parental support. Also, the flat grant 

replaced most of the "special needs" allotments that year. 'Ihe impact 

of each of these changes on caseload dynamics was estimated in the 

course of our research. 

Other new regulations came in the following years. In August 

1971 a photo identification program went into effect. Several months 

later, in October 1971, simplified eligibility was instituted. As 

already noted, this regulation required the social worker to accept 

the information provided by the applicant and greatly accelerated the 

the processing procedure. 

Over the years 1973 to 1978 the New York State Department of 

Social Services (DSS) placed great emphasis on corrective actions. 

Because approximately two-thirds of the AFDC-Basic caseload is 

centered in New York City, and therefore the City itself can 

dramatically affect the statewide error rate (the rate to be used by 

HHS in assessing fiscal penalties), it was the City that received the 

greatest attention with respect to corrective action and error 

reduction. DSS maintains, and justifiably so, that urban centers with 

large caseloads such as New York City, are by their very nature more 

error prone than their rural counterparts. This fact, it is argued, 

necessarily implies the need for a more comprehensive quality control 

process, including error identification, deliberate implementation of 

corrective actions to deal with problem areas, and ongoing evaluation 

of all corrective action activity. The major components of this 
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process in New York State, with primary attention devoted to the City, 

are analyzed in the next section of this chapter. Following that, we 

present the economic opportunity and institutional variables, 

including corrective actions, that were constructed for the Upstate 

and City models. Finally, the regression equations and simulation 

results are presented for the two jurisdictions in Chapters 5 and 6. 
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New York State 

Corrective Action Efforts 

Corrective Action Panel 

As with most of the jurisdictions studied, the New York State 

Department of Social Services established a Corrective Action Panel 

during the initial period of the HEW sanctions policy regarding 

excessive case and payment errors. The panel, Which is still 

maintained today, included management personnel from various divisions 

within the Department. The purpose of this panel is to meet on a 

regular basis to discuss quality control findings and to formulate 

appropriate policies (corrective actions) to ensure necessary 

improvement in the administration of public assistance. By providing 

visibility to this committee in its initial stages it was hoped that 

the priority given to quality control activities by management would 

be conveyed to staff throughout the Department. The panel was 

instrumental in establishing new procedures and corrective actions to 

affect error reduction. These included expanded application I 

verification measures, face-to-face recertifications, absent parent 

investigations, mailed questionnaires, computer match programs, 

simplified budget preparation, and augmented staff training. 

Expanded Application/Verification Procedure 

In early 1973, prior to the release of federal guidelines 

regarding federal sanctions, the Income Maintenance Division of DSS 
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implemented a new statewide application procedure which significantly 

increased the base of information utilized by local agencies in making 

eligibility determination. This process required that each applicant 

provide qocumentary evidence with respect to several factors, 

including identification, place of residence and shelter cost, family 

compositon, the amount and source of all income, and all resources 

available to the family. Under the new verification requirements 

eligibility workers were required to adequately identify the sources 

used in verifying eligibility, and to specifically cite those sources 

on the application form. 

Face-to-Face Recertification 

Effective July 1973, a new process for recertification of AFDC 

recipients was mandated statewide. This policy required that each 

case be recertified on a "face-to-face" basis three months after the 

initial eligibility determination had been made, and then every six 

months thereafter. In addition to requiring personal contact with the 

recipient, this policy required the documentation of all variable 

factors affecting eligibility. The form used was similar to that 

utilized in the application process. The motivation for the new 

policy was that most errors of ineligibility were being discovered 

within the first few months of aid. Therefore this process evolved to 

allow for a clarification and comparison of the information supplied 

by the recipient at the time of application and of recertification. 

The DSS maintains that face-to-face recertifications have been 

the cornerstone of its corrective action effort. Department personnel 
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believe that the requirement for a personal interview has proven to be 

an effective method in keeping ineligibles off the public assistance 

rolls and ensuring that recipients are receiving the correct amount of 

aid. Through case closing actions resulting from the interview 

itself, in addition to situations in which clients fail to report at 

all, it is said that ineligible recipients are detected much earlier 

than would otherwise be the case. 

Systems for the Investigation of Absent Parents 

Quality control audits in New York revealed that one of the 

primary causes of ineligibility in AFDC was the presence in the home 

of an allegedly absent parent. In order to address this problem, a 

policy directive was issued in October 1973 establishing a new 

procedure requiring local agencies to verify and document the absence 
-of the parent in all cases in which the client contends that the 

whereabouts of the parent are unknown. Under this procedure, the 

inital period of assistance was limited to thirty days, during which 

time the local district was to verify the absence of the parent and 

immediately discontinue aid if the investigation indicated the parent 

was actually in the home. 

In mid-1974 this policy was further expanded, putting strict 

emphasis on collateral documentation in the investigative process. 

Moreover, until confirmation of the absence was completed, such cases 

were placed in the cases pending category, and therefore were 

precluded from receiving aid. Phone calls and/or field investigations 

involving collateral sources (e.g., landlords, past or present 
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employers, Post Office, neighbors) were made to verify that the parent 

was indeed absent. Additionally, if the investigation indicated that 

the parent was in the home, two further steps were suggested: 

1) sending a registered letter to the home of the recipient 

addressed to the absent parent. 

2) placing a phone call to the absent parent at the client's 

home. 

If any two of the preceding components of the investigation confirmed 

the parent's absence, then the case application could be removed from 

the pending category and the family could be processed onto the 

regular caseload. 

In dealing further with the absent parent problem and its 

corresponding implications for ineligibility rates, the Department of 

Social Services implemented various provisions of Title IV-D of the 

Social Security Act and required each social service district in the 

state to establish a Child Support Unit. This occurred in August 

1975. These units are responsible for activities relating to the 

location of absent parents, establishing paternity, and collecting 

support payments. When the local Child Support Unit is unable to 

locate the absent parent, it is required to register the parent with 

the Department's Parent Locator Service. This agency conducts 

computer matches with files of other agencies (e.g., the State 

Department of Labor) in order to obtain potential addresses of the 

absent parent. 

Since child support enforcement has been made a priority issue, 

the Department maintains that it has been able to continually upgrade 
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its child support activities. This is measured in terms of the number 

of absent parents located, support orders established, and amount of 

child support collected. During the six month period ending in 

December 1977 local units had located over 34,000 absent parents and 

had collected $23 million of child support. By comparison, during the 

period January through June 1975, 23,000 absent parents were located 

with $13 million in support payments collected. 

Mail Questionnaires to AFDC Recipients 

In an attempt to acquire information relating to the changing 

circumstances of recipients, (e.g., changes in income, family 

composition, etc.) the DSS periodically conducted massive mailouts, 

with emphasis on the New York City caseload. The packets mailed to 

recipients contain questionnaires that focus on several primary 

factors affecting eligibility and the size of the grant. The 

motivation for the initial mailout emanated from a desire on the part 

of DSS to uncover those cases in which an allegedly absent parent was 

actually in the home. The first mailout conducted in March 1974 

involved 230,000 questionaires to city AFDC recipients, and resulted 

in the initiation of 16,000 case closing actions. 

Since the initial mailout there have been several projects 

similar in scope and magnitude which have utilized this mail canvas 

technique. In November 1975, and again in September 1976, 

approximately 300,000 questionaires were mailed to City recipients, 

and in both instances about 10,000 cases were terminated. In the 

Department'~cVjudgement this is a most effective type of corrective 
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action, because it "cleanses the caseload on an interim basis while 

long-range solutions are developed."[*] It was judged so effective 

in New York City that in 1977 the Department implemented the policy on 

a semiannual basis, and in 1978 went to a triannual basis. 

The mail out program is not without its problems, however. oos • 

experience with these mailed questionnaires indicates that a high 

proportion of cases closed as a result of mailouts return to the 

welfare rolls soon after they are terminated. In fact, the 

Department's Eligibility Audit Report recognizes, "that the mailout 

has an unavoidable churning effect which results in many cases having 

to be reconsidered and reopened in a short period of time."[**] The 

impact of an individual mailout, therefore, is necessarily overstated 

in terms of the absolute number of cases closed. A significant number 

return 'to the rolls within one or two months following the 

termination. The amount of caseload recidivism due to mailout 

programs is investigated empirically in a following section. 

Computer Match Programs 

For the last several years New York's DSS has maintained an 

ongoing effort to detect unreported and under-reported income of 

[*] Eligibility Audit Report, J';llY.!- December 31, 1975! New 
York State Department of Social Serv1ces, Albany, New York,""Ofi'1ce of 
Audit and Quality Control, p. 80. 

[**] Ibid. p. 81. 
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recipients, through various computer matches. Recipient payment files 

are cross checked with benefit files of various government programs 

such as Supplemental Security Income (SSI) and Unemployment Insurance 

Benefits (UIB). Recipient file matches have also been made with 

county, city and state payrolls. In addition, in 1977 after extended 

negotiations with the Social Security Administration (SSA), an 

agreement was reached which allowed the DSS to match statewide AFDC 

files against SSA earnings data. 

The most recent development in the recipient file match program 

culminated in an agreement between the Department of Social Services 

and the New York State Department of Taxation and Finance whereupon a 

Statewide Wage Reporting System was implemented. The new legislation 

mandating this system authorizes the Tax and Finance Department to 

collect (quarterly) the name, social security number, and gross wages 

of each employee who is employed or resides in New York State. The 

DSS is also authorized to use this information to verify eligibility 

and entitlement to public assistance, locate absent parents, and 

establish support collections. 

The Department maintains that its ongoing matching programs are a 

very effective mechanism for detecting misreported income of 

recipients. Its continuing commitment to expanding the data bases 

used in recipient file matching provides clear evidence of its 

•belief" in the effectiveness of this type of program. 
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Budgeting Simplification 

Recognizing that one method of reducing the probability of error 

in grant calculations is to implement policies of simplified 

budgeting, the DSS decided to change its policy regarding shelter 

costs. In late 1975 the Department simplified its shelter policy by 

establishing a shelter allowance schedule for each social service 

district. This schedule was based on the number of persons in the 

budget unit rather than the previously used criterion of number of 

rooms in the dwelling. Prior schedules had been locally established 

and reflected wide variation across the counties in the state. The 

new schedules provided an absolute administrative ceiling on shelter 

costs as well as a consistency in the use of the schedules throughout 

the state. 

Staff Development and Training 

The rules, regulations, and complex administrative policies that 

govern the application, income maintenance, and recertification 

processes are often found to be the source of errors in public 

assistance. In order to address this problem, increased emphasis has 

been placed on the development of worker skills and capabilities. 

This emphasis has taken many different forms including increased 

formal training activities as well as development of self-instruction 

materials to aid eligibility workers and supervisors alike in 

interpreting and applying the myriad of policies and procedures that 

originate in top management of the Department. 
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The list of specific training activities is far too extensive to 

review here. But the fact that new training programs are developed 

and fully implemented on a continuous basis indicates that the 

Department is thoroughly committed to enhancing the skills and 

effectiveness of agency staff across the state. 
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New York State 

Model variables 

In order to estimate the regression equations comprising the 

caseload identities in Upstate New York and New York City it was 

necessary to construct statistical variables to proxy for each of 

these corrective action activities, as well as the basic employment 

and alternative income variables. The following section presents the 

expanded list of economic opportunity variables for New York and all 

the corrective action variables that appear in the final regressions. 

At this point it should be noted that both New York models rely 

on a "full" components methodology to evaluate the impact of 

corrective actions on the caseload. The essence of this methodology 

involves taking the basic caseload identity: 

CA.REM(t) = CA.REM(t-1) + CA.AID(t) - CA.SUB(t) 

and disaggregating it into its component parts, as shown in Chapter 3. 

The individual components resulting from this disaggregation are: 

1) Applications Received 

2) Processing Rate 

3) Rejection Rate 

4) Closing Rate 

(AP.REC) 

(PROC.RT) 

(R&J.RT} 

(CLO.RT) 

Because AFDC-Basic and AFDC-UF applications are not separately 

identified in New York DSS statistics, it was not possible to generate 

an separate applications equation for the Basic program. This is of 
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little significance due to the small size of the UF program. However, 

it does make it necessary to generate two processing rates, one for 

the Basic program (PRORR) and one for the UF program (PRORU) , in order 

to simulate the Basic caseload. Both processing rate equations are 

presented in the regression results for each jurisdiction, with 

comments directed primarily at the Basic component. 
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The New York Models 

Economic Opportunity Variables 

Employment in Food and Kindred Products 

Employment in Tobacco Manufacture 

Employment in Textiles Mill Products 

Employment in Apparel and Other Finished Products 

Employment in Leather Products 

Employment in Stone, Clay, and Glass Products 

Employment in Electronic Components 

Employment in General Merchandise Stores 

Employment in Food Stores 

Employment in Apparel and Other Accessory Stores 

Employment in Eating and Drinking Establishments 

Total Low Training Employment - Sum of employment in 
SICs 200, 220, 230, 310, 320, and 367. 

Total High Turnover Employment - Sum of employment 
in SICs 530, 540, 560, and 580. 
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Change in LT Employment * Reverse Time Trend -
Change In LT * Reverse TTme Trend ~epresent decline 
in impact of DLT over time. 

Indexed Low Training Employment - LT indexed to 
value of LT in observation 1. 

Indexed High Turnover Employment - HT indexed to 
value of HT in observation 1. 

Change in Indexed ~ Training Employment 

Change in Indexed High Turnover Employment 

Total Agricultural Employment 

Indexed Agricultural Employment 

Change in Agricultural· Employment 

Unemployment ~ - Seasonally unadjusted unem-
ployment rate 

Change in the Unemployment ~ 

Natural ~ of the Unemployment ~ 
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WINTER 
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Upstate New York 

Area-Specific Administrative and Institutional Variables 

Food Sip Announcement Dummy - Has value of 1.0 
from 8 70 to 4/71 to account for impact of food stamp 
outreach program. 

Separation of Services Dummy - Has value of 1.0 
from 6/72 to 11/72 to account for impact of separation. 

Pre-AFDC-UF Dummy - Has value of 1.0 from 1/60 
to 4/61 to proxy for period prior to implementation 
of AFOC-Unemployed Father program. 

Pre-AFDC-UF Interaction Term --Has value of UNRTE 
from 1/60 to 4/61 to accCitDiE for differential impact 
of unemployment rate on applications before the UF 
program. 

Winter * Reverse Time Trend - Has non-zero values every 
December and January, begmning in 1960 and ending 
in 1974. Initial value equals 180 in 1/60 and de-
clines linearly to 1.0 in 12/74. 

Winter DumnJ- Has value of 1.0 in December, 
January, a February to account for lower rejection 
rate during winter months. 

December Dummy - Has value of 1.0 in December of 
each year to account for increased applications. 

Rejection Rate Housecleaning - Has value of 1.0 
in April, May, June to account for increased rejections 
during spring season. 
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Closing Rate Housecleaning - Has value of 1.0 
in May and June from 1/60 to 6/65 to account for in-
creased closings during the period. 

AFDC-UF Startup Dummy - Has value of 1.0 in S/61 
to account for impact of UF startup on rejection 
rate. 

AFDC-UF Startup Dummy - Has value of 1.0 from 
5/61 to 7/61 to account for impact of UF startup 
on applications. 

Applications Received ~y (1) - Has value of 
1.0 in 2/78 to account or extreme value in AP.REC · 
time series. 

Applications Received ~Y (2) - Has value of 
1.0 in 4/78 to account or extreme value in AP.REC 
time series. 

Upstate Workload 
exp. [(A~.REC(t) + AAP.REC(t-1) + AAP.REC(t-2))] / 

[(CA.UCR(t)/CA.UCR(l/60)] 
Proxies for periods of unusually high workloadxs. 

Americans for Democratic Action Index - Specially 
constructed annually interpolated An1\ congressional 
voting index, based on the voting record of Upstate's 
congressional delegation on key economic and welfare-
related issues. 

Simplified EliJ9bility Dummy - Has value of 1.0 
from 6/71 to 9 1 to account for initial impact of 
this less restrictive verification policy on the 
number of applications received. 

Simplified Eligibility Dummy - Has value of 1.0 
from 10/71 to end of regression period to account 
for tmpect of •simplified eligibility" on processing 
rate. 

July 1971 Fitted Dulmny - Has value of 1.0 in July 
1971. 
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1/780 

October 1971 Fitted Dummy - Has value of 1.0 in 
October 1971. 

January 1978 Fitted Dummy - Has value of 1.0 in 
January 1978. 
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Corrective Action variables 

1\Pl'ITl 

7/730 

API'IT3 

REJTIT 

RECRT2 

MLOU'l'S 

Tightened Applications Policy (1) - Has value 
o~1.0 from~73 to 7/73 to account for initial per-
iod of tightened applications policy. 

July 1973 Fitted Dummy - Has value of 1.0 in. . 
July 1973 to account for extreme value of reJeCtlon 
rate during period of tightened applications policy. 

Tightened Applications Policy (3) - Has value 
of 1.0 from 11/73 to end of regression period to 
account for tightened application and verification 
policies. 

Tightened Rejection Policy - Has value of .so 
from 1/78 to 5/78 and 1.0 from 6/78 to 12/78 to 
account for increased rejection rate resulting from 
increased verification policies. 

Recertification Activity Dummy - Has value of 
1.0 from 7/73 to 11/73 to account for period of in-
tensified recertification activity. 

Mailout and Recertification Dummy - Has value 
of 1. 0 from 3/76 to 11/76 to capture impact of in-
tensified mailout and recertification activity. 
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~ York City 

Area-Specific Administrative and Institutional Variables 

ADA! X 

WRKLOD 

WNT*RT 

SEPSERl 

SWSTRK 

CHP992 

Americans for Democratic Action Index - Specially 
constructed annually interpolated ADA congressional 
voting index, based on the voting record of New York 
City's congressional delegation on key economic and 
welfare-related issues. 

Workdays - Number of working days per month 

New York City Workload 
exp. [ (AAP.REC(t) + AAP.REC(t-1) + AAP.REC(t-2))] I 

[ (CA.UCR(t)/CA.UCR(l/60)] 
Proxies for periods of unusually high workloads. 

Winter Dummy with Reverse Time Trend -
WINTER*RT where RT = Reverse Time Trend. To proxy 
for lower rate of rejections and closings during winter 
months, but with diminishing effect over time. 

New York City Separation of Services Dummy -
Value of zero until April 1971 when separation of 
services was mandated to occur. From April 1971 on, 
this variable takes on the value of WRKLOD. 

Anticipation of Strike Dummy - Has value of 1.0 
in January of 1965, to account for decrease in appli-
cations received and decreased closings in anticipation 
of social worker strike to occur in following month. 

Social Workers Strike - Has value of 1.0 in 
February, March, and April 1965, when social workers 
went on strike. 

Chapter 992 Liberalization Dummy - Has value of 1.0 
in July 1968, .75 1n August 1968, .50 in September 
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1968, .25 in October 1968, to account for changes in 
Chapter 922 of the state laws, liberalizing standards. 

Restricted Eligibility Dummy - Dummy from April 
1969 - March 1970 (with monthly values respectively 
1.0, 1.0, 1.0, 1.25, 1.50, 1.75, 2.0, 1.65, 1.30, 
.95, .60, .125), to account for changes in Chapter 
187 (effective date April 1969) and Chapter 184 
(effective date July 1969) of state law, restricting 
eligibility. 

Chapter 811 Illegal Aliens Rule - Has value of 
1.0 from 9/74 to 12/74 to account for ruling liber-
alizing the receipt of benefits by illegal aliens. 

WIN Referrals - Monthly number of WIN Referrals 
(Statewide) 

Change in the Number of WIN Referrals - Monthly 
change in number of WIN referrals. 

Photo Identification Dummy - Has value of 1.0 
from July 1971- January 1972, .75 in February 1972, 
.SO in March 1972, .25 in April 1972, to account for 
effect of legislation requiring recipients to have 
photo identification cards. 

"Workfare" Job Registration Dummy - Has value of 
1.0 from July 1971 to end of regression period, to 
account for requirement that AFDC-UF recipients 
register for job placement. 

Applications Acceptance ~ - Has value of 
(1-REJ.RT) lagged three months to account for informa-
tion diffusion process among recipients. 

AFDC-UF/AFDC-R ratio - The ratio of UF cases to 
regular cases to account for secular decline of 
UF program. 

December 1972 Durrmy - Has value of 1.0 ~or Dec~ . 
ber 1972 to account for extreme values 1n appl1cat1ons 
received and rejection rate components. 
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January 1973 Dummy- Has value of 1.0 for January 
1973 to account for extreme value in closing rate. 
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Processing ~ (Fitted) Dummy - Has value of 1.0 
from 11/74 to 4/76 to account for elevated processing 
rate during the period. 

Corrective Action Variables 

PROOF 

POL77 

RJ*P77 

RCM 

CC*RCM 

CC*Q-1 

Proof of Identification Dummy - Has value of 1.0 
in 7/7~and declines monthly by .083 until it reaches 
zero in 7/74. Accounts for initial impact of tightened 
application procedures and requirement that applicants 
have documentation of all factors affecting eligibil-
ity. 

1977 Rejection Rate Policy - Has value of 1.0 
from 7/77 to 4/78 to account for a new and explicit 
administrative directive Which required automatic 
rejection of cases with insufficient documentation of 
eligibility, rather than their placement into the 
pending category. 

Applications Rejected (t-1) ~ POL77 Interaction -
Has the value of applications rejected from 7/77 to 
4/78 to capture the impact of 1977 rejection rate 
policy on reapplication dynamics. 

· Recertifications and Mailouts - Has value of 1.0 
in 1/73, 3/73, 4/74, 5/74, 2/75, 12/75, 3/76, 11/76, 
3/77, 3/78, and 8/78 to account for specific 
recertifications and mailouts. 

Cases Closed(t) * RCM - Has value of cases closed 
in the periods of recertification and mailout activity 
only, to capture the impact of those closings on ap-
plications received. 

Cases Closed(t-1) ~ 4/73 = 12/78 Dummy- Has value 
of cases closed (t-1) from 4/73 to 12/78 to capture the 
average rate of reapplication for cases closed during 
the period of quality control/corrective action empha-
sis. 
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1976 = 1977 Modified Dummy - Has value of 1.0 from 
6/76 to 2/77 to account for an unidentified factor 
that raised applications above their historical value. 

Generalized Recertification ~Y - Has value of 1.0 
from 3/77 to 12/78 to proxy or existence of recerti-
fication activity. 

Title IV-D (Child Support) Startup Dummy - Has 
value of 1.0 from 6/75 to 9/75 to account for impact 
of increased child support enforcement activity re-
sulting from implementation of Title IV-D • 

. Quality Control Ineligibility Rate - Ineligibility 
rate in New York City as determ1ned by quality control 
review. 

July 1977 Dummy - Has value of 1.0 in July 1977 
to account for extreme value in closing rate. 
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Chapter~ 

Upstate New York 

The complete Upstate New York AFDC model contains equations for 

applications received, the processing rate (Basic), the processing 

rate (UF), the rejection rate, and the closing rate. Each of these 

regression equations is discussed in this section.[*] 

Applications Received 

The estimated equation for the combined Basic and UF applications 

received component of the Upstate model is presented in Table 5.1. 

The OLS regression explains almost 96 percent of the variance in 

monthly applications. The standard error (SEEBAR) is nine percent of 

the average 5,981 applications per month. The very large number of 

independent variables is due to the substantial number of 

institutional factors Which proved statistically significant in the 

equation. 

The first two variables appearing in the rho-corrected equation 

are the benefit/wage ratio (B/Z) and an interaction term between 8/Z 

-------------
[*] The Appendix to this report presents the short period 

regressions used in preparing the Pre-QC/~ simulations. 
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Table 5.1 
Upstate New York AFDC-Basic: Final Applications Equation (1st Stage) 
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741 
751 
761 
171 
781 
191 
801 
811 
821 
831 

' 841 
c 851• 
' 861 
' 871 
' 881 
' d91 

CONS 
8/Z 
8/lD 
UNRTE 
DXHT 
DXAG 
UR•~Dt 
WDAVS 
FSDMY 
SIMPL4 
SPSF.R2 
USTRT2 
T/TlD 
10/110 
DE,DUM 
FHF 
APREC1 
APREC2 

REGR.tOEFF. 

-0.603122£+01 
o.1d6156E+Ol 
o. 5183 OOE+ 00 
0.222115E•OO 

-0. 402702E+Ol 
-0.608304E+OO 
-0.193957E+00 

0.99ti871E-01 
o.Z3Ct983E+01 
o. 155644£+01 

. o. 764622£+00 
o. 7290051:+00 

-0. 475506£+01 
-0.197574E+Ol 

0.517264E+OO 
0. 484541E-Ol 

-O.l46643E+01 
-O.l01965E+01 

S-> 228) 

STD. ERR .. 

O.l57713E+OO 
o. lt20985F.+ 00 
O.l45216E+OO 
0.330015E-01 
o. U21T9E+OO 
o. 17l641E•OO 
0.306439E-01 
o. 239612£-01 
o. 23l890E+OO 
o. 340912£+00 
O.Z67002E+OO 
o. 36l847E+OO 
o.s35264E+OO 
o. 51ZT91E•oo 
o. 1H9 73E+ 00 
o. 3l26l5E-02 
O. 514349E+OO 
o. 509125E+OO 

T-RATIO 

o. 795971HOl 
0.442191E+01 
0.356917£+01 
0.673045E+01 
o. 550005E•Ol 
o. 354405E.+Ol 
0.632940E+Ol 
0.416870E+Ol 
0.996189£+01 
Oa45ft551E+01 
o. 28637JE•Ol 
0.201468E+Ol 
o.as8358U01 
0. 385292£+01 
o. 398187£•01 
0.154996£+02 
O.ZB5104E+Ol 
O. 200040E+Ol 

MEAN 

0.457560E+01 

O.l&l332e+OO 
o. 964788£+00 
0.605608E+00 
Oe475823E+01 
o. 282908E-02 

-0.268448£-02 
0.279802E+OO 
0.159325e+02 
0.305892E-01 
0.13595ZE-Ol 
o. 203928E-01 
0.101964£-01 
0.339880£-02 
o. 339880£-02 
0.656421E-01 
o. 8977 41 E+02 
0.339880£-02 
0.339880E-02 

RSQ8AR• 0.9291 RSQ• 0.9345 SEE• 0.4940831E+OO SEEBAR• 0.5152173£+00 

TSS• 0.8348071E+03 RSS• 0.5468246E+OZ 

MilAR• -0.7208 OW STAT: 1. 8982 

FSTAT( llt 2061• O.l728758E+03 

RHO: 0.05172958 
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and the "30 + 1/3" income disregard (B/ZD). The significant positive 

coefficients on these tenns suggest that applications are indeed 

responsive to relative benefit levels. The coefficient on B/Z 

indicates that in response to a hypothetical ten percent increase in 

the benefit/wage ratio, about 235 additional applications would have 

been filed each month. The implementation of "30 + 1/3" added to the 

number of applications but its impact was small, approximately 41 

additional applications with a ten percent boost in B/Z. 

Several employment opportunity variables enter the regression, 

including the unemployment rate, the change in high turnover industry 

employment, the change in agricultural employment, and an interaction 

term bet-ween the unemployment rate and a pre-UF factor. .All results 

seem to substantiate the employment opportunity hypothesis, i.e., as 

the economic environment worsens, there is clearly a greater demand 

for public assistance. The coefficient on UNRTE, for example, implies 

that with a one percentage point jump in the unemployment rate, 222 

additional applications would be received by the welfare department 

each month. 

The remaining variables in the equation originate in the 

institutional hypothesis. The coefficient on ~YS indicates that an 

additional workday in a month results in about 100 additional 

applications, while a food stamp outreach program (FSDMY) raised the 

number of applications by a monthly average of over 2,300 between 

.August 1970 and .April 1971. We found that the initial impact of 

simplified eligibility (SIMPL4) was to increase applications by nearly 

4,700 over a four month period, and separation of services (SPSER2) 
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caused the number of applications to increase by an average of 764 

more per month between June and November 1972. 'lbe start-up of the UF 

program in 1961 (USTRT2) resulted in an additional 2,200 applications 

over a three month period, while a seasonal term (DECDUM) indicates an 

average of 577 more applications during the month of December. 

The final substantive variable in the equation is female headed 

families (FHF). Its coefficient suggests that on average 4.8 percent 

of increases in the total female headed family population applies for 

welfare each month. 'lbe final two terms, APREC1 and APREC2, are in 

the regression simply to capture two extreme data points in the 

applications received time series. No corrective action variables 

enter the AP.REC equation. 

Processing ~ 

As we noted in the introduction to this chapter, two equations 

are estimated for the processing rate, one for the Basic program and 

one for UF. They appear in Tables 5.2 and 5.3. In addition to the 

constant term four variables appear in each equation. After 

rho-correction each of the explanatory variables remains statistically 

significant and retains the correct sign. 

As one would expect, the advent of simplified eligibility 

(SIMPL7) had a large impact on the rate at which Basic cases were 

processed. After implementation of the regulations, the processing 

rate for Basic averaged 26 percentage points higher than the 57 

percent average. Additionally, the number of workdays in a given 

month is significantly correlated with the number of applications 
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Table 5.2 
Upstate New York AFDC-Basic: Final Processing Rate (Basic Segment) 

(1st Stage) 

EWN NO. 1 210 OBSEKVATIONS & 19-> 2281 
DEP VAR( 9): P~ORR 
INDEPENDENT VAR( SJ: 5 
VCSI IN XPX• 71 M• 71 
DE TE RMINANT•. . Oe4383214E-Oit 

INDEP.VAR. RtGR•tOEff. SIO.ERR. T-RATIO MEAN 

' 9) 0.571419E+OO 

' 11 tUNS 0. 532 54 7E-Ol Oeit97l37E-Ol O.l01123E+Ol O.lOOOOOE+Ol 
I 32) SIMPl 7 0.2o096lE+OO o.7litll7E-oz Q.3oH32E+02 O.it0111t~E+OO 

' 361 WRKLOD -o.l65316f-01 0 ·"'" 783£-02 0.39ti5olHOl 0.6ll098E+OO • 

' 511 ADA IX 0.342049E-02 o.275823E-Ol · O.l21t010E+02 0 .648593E+02 
I 52) . WOAYS· 0.956427E-02 o.2zO~t6tte-oz 0 .4J3825E +01 0•209286E+02 

RSUBAR• 0.8873 RSI.I• 0.8895 SEE• Oeltlt2lit09E-Ol SEUAR• Oeltlt75001tE-Dl 

TSSa O.lll3o33E+Ol RSS• 0.4105260E+OO FSTAT& "• 205 •• O.ltl23591E+03 

MBAR• -0.0681 OW STAT: 0.5076 ' tUtOI 0.14715655 

Rho-corrected 

EQN NO. l 209 OBSERVATIONS 2D-> 2281 
DEP VAR( 771: PRORR 
INDEPENDENT VARISI: 5 
VIS) IN XPX• 77 M• 71 
DETE~MlNANT• 0.2018978E-02 
RHO& 0.7471565E+OO 
vc 2281• o.oooooooe+oo 

lNDEP.VAR. REGR.tOEFF. STO.ERR. T-RATID MEAN 

c 171 
0 .llt5978E+OO 

c 721 CONS 0 .ll0894E +00 0 .51t31tl2E-O l 0.204002E+01 0. 252 843E +00 

' 131 SlMPL7 0 .258630E+OO o.17uoze-o1 o.lsonse+oz O.l070llE+OO 

( lit) WR~LOD -O.l22155E-Ol o.2oi6&'11E-oz o.454ol3E+01 0.132891E+OO 

I 751 AD AIX o. 3321tlltE-02 0.704216E-Ol 0 .It 72CU!»E +0 l o.lo4879E+OZ 

' 161' WOAYS 0.7005it3E-D2 o.10l63ZE-02 0.675993E +01 0. 529278E+Ol 

RSQ8AR• 0.5712 RSQ• 0.57~ SEE• 0.2901112E-01 SEEBAR=,0.2936450E-Dl 

TSSa O.ltl82341E+OO RSS• 0.1759039E+OO 

MBAR• 0.0717 OW STAT: 1.9525 

FSTATC itt 2041• 0.7025905E+02 

RHO: 0.02429928 
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Table 5.3 
Upstate New York AFDC-Basic: Final Processing Rate (UP Segment) 

(1st Stage) 

EQN NO. 1 120 OBSERVATIONS l 109-> 2281 
Ot P VARl 111: PRORU 
INDEPENDENT VARl SJ: 5 
VlSI IN XPX• 71 M• 71 
DETERMINANT• 0.8250188£-03 

I ~EP.VAR. REGR.COEFF. STD.ERR. I-RATIO MEAN 

111 0.805225E-G 1 

' u CONS 0.516981E-01 0.101926E-Ol 0.5072lltE+01 O.lOOOOOE+Ol 

' 281 CU/CR o.s~0625E+OO O.ll0676E+OO 0.488415E+Ol 0.543092£-01 
l 34) WNT•RT 0 .979196E-03 o.uo3o3E-01 0.651480E+01 0.365000E+01 
I 351 WRKFR2 -o. 574957£-0l 0.8U946E-Ol 0. 706382E+01 o. 750000£+00 • 
i 551 UNRTE 0.59172 lE-02 O.U0964E-G2 o.~tsuzoe+Ol 0.65928lE+Ol 

RSQBAR• o. 7152 RSQ• 0.7827 SEE• Oel989690E-Ol SEE BAR• 0.2032484E-Ol 

TSSs 0.218636ZE+OO RSS• 0.4750638£-01 FSTATl Itt 1151• o.l035647E+03 

MBAR• -0.5246 OW STAT: 0.6866 "KHU: 0.65951202 

Rho-corrected 

EQN NO. 1 119 DBS~RVATIONS l llG-> 2281 
OfP VAKl 771: PKORU 
INO~PENOENT VARlSJ: 5 
VCSJ JN XPX• 77 M• 71 
DETEki'4JNANT:s 0.38o8592E-02 
RHOs 0.6595120£+00 
Yl 2281• O.OOOOOOOE+OO 

INDEP.VAR. REGA.CUEFF. sro.eRR. T-RATIO MEAN 

• 171 0 .26S764E-G 1 

' 72) CONS 0. 706353E-01 0 .1o43S2E-01 0.429781£+01 0.3404S8E+OO 

' 7 31 CU/CK o.zaso5JE +OO O. U8224E+OO O.l82433E+Ol O.l81Z60E-Ol 

' 741 WNT*RT 0.52491ZE-03 O.UCJ866E-OJ 0 .437'ii17E+01 0.64818 3E+OO 

' 751 WRKFR2 -o.636334E-01 0.111632£-01 0.!»70027E+Ol 0.2o30Sttf+OO • 

' 76) UNRTE 0. 6 07904E-02 Oel918l2f-02 0.3l6927E+Ol o.22s2ue+o1 

RSWAR• 0.4289 RSW• 0.4482 SEE• O.l420l94E-Dl SEE~AR• O.l451Z08E-Gl 

TSs- O.it35l243E-01 RSS• 0.2400847E-Ol fSTATl 4, 11~1· 0.2l1S2l7f+Dl 

MB.Ail• -0.1334 OW STAT: 1.4242 RHO: 0.290lU6l 
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disposed, though its impact is small. OVer the entire observation 

range, an additional workday was responsible for increasing the 

processing rate by an average of .007, or the equivalent of 1.2 

percent of the mean value of the processing rate. 

The ADA index was included in the equation to test the hypothesis 

that liberal political attitudes might be positively correlated with 

the rate at which applications are processed. The result 

substantiates this theory, and suggests that a ten point increase in 

ADAIX boosts the processing rate by three full points. Finally, the 

exponential workload term (WRKLOD) indicates that a significant 

negative relationship exists between the processing rate and periods 

in which new applications are rapidly flowing in. 

Rejection Rate 

The final rejection rate equation for Upstate New York is 

presented in Table 5.4. The OLS version indicates that approximately 

87 percent of the variance in the dependent variable is captured by 

the explanatory variables. In addition to the constant term, 10 other 

variables appear in the regression, the majority of which reflect 

institutional factors. 

The participation rate enters this equation lagged (*] and 

[*] For purposes of regression estimation, there is no need to 
use a lagged participation rate rather than the current month's rate. 
However, for purposes of simulation the participation rate and its 
square must enter the rejection rate lagged one month so that it can 
be endogenously determined along with the caseload and at the same 
time be predetermined for simulating the rejection rate. 
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Table 5.4 
Upstate New York AFDC-Basic: Final Rejection Rate (1st Stage) 

EQN NO. 2 22d OBSERVATIONS 
DEP VARC 10J: KEJIU . 
INDEPENDfNT VARCSJ: 11 
V&SJ IN XPX= 71 M• 71 
DETERMINANT• 0.7733963E-05 

INDEP,-VAR. 

I 10J 

c 11 
' 26) 
' 27. I 57J 
c it 31 
' 41) 
' 38) 
' 49) c ltlt) 
c 291 
' 701 

CONS 
CJF-1 

·ZC/f-1 
DLT*R T 
APT IT 1 
REJHCL 
USTIH 1 
71130 

.APT Ill 
I!IINREf 
Rt:JTJT 

kEGR.COHf. 

Oeit8o95itE+OO 
-D .Uit091E +0 1 

o.978767f+OO 
0. itit5037E-02 
o. 744190E-Ol 
0.1924l1E-01 

-o.1 0243SE +oo 
o.162288E+OO 
0 .84B 304E-D 1 
o. it54395E-02 
o. it10177E-01 

1-> 228) 

. 
SJO.ERR. 

0.1527.UE-Ol 
0.683345E-01 
0.690660E-01 
0.663040£-03 
0.119501£-01 
0.293000f-02 
0.181187E-01 
O.Z09400E-01 
0.447981£-02 
o.1osaoJe-oz 
0.715959E-OZ 

T-RAUO MEAN 

0.231065E+OO 

O.ll8831E+02 0.100000E+01 
0.166960E+02 0.50840JE+OO 
0.1~1715E+02 o.za~~~SE+OO 
o.o71ZOoE+Ol -0.398070E-01 

.o.oZ2147E+Ol O.Z63158E-01 
o.oso~9JE+01 o.2sooooe•oo 
0.547231E+01 0.438596£-02 · 
O. 71501JE+O l 0.4U596E-02 
0.18930ZE+OZ o.,H1930f+OO 
0.429473f+Ol 0.212578E+p1 
0.57290oE+Ol 0.416667E-Ol 

RSQBAR• 0.8651 RSQ• 0.8710 SEE• 0.1799147E-01 SEE6AR• O.l844184E-Ol 

TSS& 0.5 7215 7lE+ 00 RSS• 0. 7380200E-01 FSTATC 10, 2171• 0.1465314E+OJ 

RHU: O. 19653749 M8AR• -0.2133 OW STAT: 1.6125 

Rho-corrected 

EQN NO. 2 227 OBSERVATIONS l 
OEP VARC 83J: REJRT 
INUEPcNOENT VARlSJ: 11 
VCSJ IN XPX= 8J M• 71 
DETERMINANT• 0.9935036E-05 
RHOa 0.1965375£+00 
Yl 228)• O.OOOOOOOE+OO 

INDEP.VAR. 

83) 

c 7 2) 
c 73J 
I 74) 
I 75J c 76) 
I 17J c 78) 
' 79) I 80) 
I Bll 
I 82J 

tONS 
tlf-1 
ZCIF-1 
DL T*RT 
APT IT 1 
REJHCL 
USTRT 1 
7 1731) 
APTIT3 
WINREF 
REJTJT 

REGR.COEFF. 

0 .It 87680E+OO 
-o.llit236E+01 
o. 981139£ +00 
0. 3 77106E-02 
o. 80H1 oe-o 1 
0.171612E-01 

-o.104992E+OO 
0.170896E+00 
0. 86183ZE-Ol 
0.416904E-02 
0.395095E-Ol 

2-> 228) 

STD.ERR. 

0 .l86738E-G l 
0.8.33369E-01 
o. 83930 1E-01 
0.694601E-Ol 
O.l30601E-Ol 
Oe313931E-02 
0.178648E-01 
0 .zoo 774E-01 
o. 520541£-02 
Oel17968E-02 
0.851554E-02 

T-RATIU MEAN 

O.l86265E+OO 

O.Z61158E+OZ 0.803463E+OO 
0.137077E+02 0.409639E+OO 
O.U6900E+02 0.233752E+OO 
0.542910£+01 -O.lo8434E-03 
O.bl5928E+01 0.212369E-01 
0.565757E+Ol 0.201750E+OO 
0.587104E+01 0.353948E-02 · 
0.851187E+Ol · O.J5.3948E-02 
0.165565E+02 0.220J14E+OO 
0.353405E+Ol 0.11l98itE+Ol 
0.463969£+01 O.J44909E-Ol 

RSQSAR• 0.8252 RSQ• 0.8329 SEE• 0.1761299E-01 SEEBAR• 0.1805590E-G1 

TSS• 0.4215178E+OO RSS• O. 704193lE-01 

MBAR= -0.1840 Dill STAr: 1.9304 

FStAT( 10, 21~J• O.l076938E+03 

kHO: O.Ol72J910 
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quadratically - the participation rate lagged one month (C/F-1) and 

the square of the participation rate lagged one month (2C/F-l). 'lbe 

quadratic specification of the participation rate indicates that 

rejection rates tend to rise more than proportionally as program 

participation reaches high levels. At high participation rates the 

pool of non-participating eligibles becomes increasingly exhausted, 

with the remaining applicants more likely to be only marginally 

eligible or ineligible for assistance. This naturally leads to a 

higher rejection rate. 

In Upstate New York, at a moderate participation rate of 57 

percent, an increase in participation of ten percentage points to 67 

percent would increase the rejection rate by only one percentage 

point. However, an increase in participation of 20 points to 77 

percent would increase the rejection rate by 4 percentage points. 

The change in low-training industry employment with a reverse 

time trend (DLT*RT) is positively correlated with the rejection rate. 

As theory suggests, when more job opportunities appear in the labor 

market, rejection rate policy becomes more strict because those 

opportunities represent alternatives to the receipt of public 

assistance. The reverse time trend specification provides the best 

empirical fit of an impact that has grown weaker over time. 

The coefficient on REJHCL indicates a statistically significant 

and fairly powerful impact of a seasonal factor on the rate at which 

applications are rejected. During the spring season (April-June), the 

rejection rate is an average 1.8 percentage points higher than it is 

during the rest of the year. This possibly suggests that the welfare 
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administration feels that the spring season brings with it an 

increased number of alternatives to public assistance, and 

consequently it reacts with increased discretion in detennining who is 

in fact eligible to receive AFDC. 

'!be start-up of the AFOC-UF program in May 1961 (USTRTl) acted to 

decrease the rejection rate for a short time. Its impact in that one 

month was extremely powerful, as the coefficient suggests, a full ten 

percentage point decline. It is reasonable to suspect that the 

introduction of the new program opened up new options for the intake 

worker; that is, rather than rejecting an applicant on the basis of 

having a father in the home, the potential recipient might have been 

directed to apply for the UF program. 

The number of WIN referrals statewide (wrrNREF) bears a positive 

relationship to the rejection rate. One thousand additional WIN 

referrals were responsible for boosting the rejection rate by .0045, 

or almost two percent of the mean value of the rejection rate during 

the period under consideration. One might hypothesize that with 

additional WIN referrals, more potential recipients may refuse to 

comply with the WIN registration requirements, therefore resulting in 

a higher rejection rate. 

Three corrective action variables appear in the Upstate New York 

rejection rate equation. 'Ihe introduction of an expanded 

application/verification procedure (APTITl) during the period 

surrounding the announcement of the federal sanctions policy resulted 

in a rejection rate that was, on average, over eight percentage points 

higher than would have been expected in the absence of the new 
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documentation of income and other resources proved to be a major 

factor in raising the rejection rate even higher during 1978. The 

coefficient on REJTIT indicates that during the first six months of 

1978, the rejection rate rose an additional two percentage points, and 

during the second half of the year the increase was nearly twice that. 

The number of additional rejections directly resulting from this 

renewed emphasis on verification policy was over 2,700 for the entire 

year. 

The empirical results indicate that, all else the same, the 

corrective actions implemented in response to the so-called "quality 

control campaign" have clearly had a significant impact on caseload 

dynamics, and specifically the rate at Which applications were 

rejected in Upstate New York. However, it is also clear that the 

impact of the increased verification activity is overstated in terms 

of sheer numbers. It should be recognized that as a larger and larger 

proportion of disposed applications are rejected rather than accepted, 

(as indicated by a rising rejection rate) we should also expect to see 

the rejected applicants return to the welfare offices to reapply if 

alternative mechanisms for survival are not forthcoming. In other 

words, it is very likely that by rejecting a greater proportion of 

AFDC applicants, the DSS created a significant amount of churning 

within the program. In many instances, therefore, one applicant may 

indeed be more accurately associated with two or three individual 

rejections over a discrete period. 
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procedures. Moreover, in one month alone (July 1973) the rejection 

rate rose to its highest level in a 19 year period, a full 17 

percentage points higher than average, even with the existence of the 

new verification policy. The initial direct impact of the additional 

requirements was to increase the number of applications rejected by 

nearly 4,000 over the six month period. 

The new application procedures significantly increased the base 

of information utilized by local agencies in making eligibility 

determinations, as it required that each applicant provide documentary 

evidence with respect to several factors including family composition, 

place and cost of residence, and amount and sources of income. 

Apparently, by instituting more rigid verification requirements in the 

applications procedure the Department of Social Services hoped to 

reduce the number of ineligible recipients gaining access to AFDC, and 

therefore hoped to reduce its quality control error rates as well. 

In addition to the initial impact of the new verification policy 

captured by APTITl, a second variable, APTIT3, appears in the 

regression to proxy for the "ongoing" effect of the new requirements. 

Its coefficient suggests that the average impact of the expanded 

applications procedure over the period of November 1973 to December 

1978 was to boost the rate at which applications were rejected by 

nearly nine percentage points, a clear reflection of a much more 

conservative acceptance policy. In 1976 alone, this increase of nine 

points translates into an additional 8,500 rejections. 

Finally, renewed emphasis on more rigorous procedures for 

determining initial eligibility by more thorough investigation and 
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Closing Rate 

The final closing rate equation for the Upstate model appears in 

Table 5.5. On average, over the entire period, about 5.1 percent of 

all AFDC-Basic cases were closed each month. Eight variables in 

addition to the constant term enter the regression, two of them 

representing corrective action activity. 

As expected, the benefit/wage ratio with a "30 + 1/3" interaction 

(B/ZD) is negatively correlated with the rate at which cases are 

closed. Theory suggests that as AFDC benefits rise relative to 

potential labor market earnings, utility maximizing individuals will 

opt to retain AFDC eligibility rather than close their case, even if 

employment opportunity were to be unconstrained by market factors. 

The empirical results substantiate this hypothesis, but the 

coefficient indicates a very modest impact on the closing rate: a ten 

point increase in B/ZD would have induced a decline of one-third of 

one percentage point in the closing rate. 

Two seasonal variables appear in the closing rate equation, one 

positively correlated with the dependent variable, and the other 

negatively correlated. A "spring housecleaning" term (CLSHCL) in 

effect during the early part of the regression period was responsible 

for raising the closing rate by an average of 1.3 percentage points. 

However, the coefficient on W~R indicates a somewhat more lenient 

termination policy during the winter months, as the average closing 

rate was nearly one half of one percentage point lower during 

December, January and February of every year. 

The ~ index also enters the closing rate. The negative 
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Table 5.5 
Upstate New York AFDC-Basic: Final Closing Rate (1st Stage) 

EQN NO. 3 228 OBSERVATIONS C 
DEP VARI 161: CLORT 

. INDEPENDENT VARISU 9 
VISJ IN XPX• 71 M• 71 
DETERMINANT• · 0.4574117£-04 

INDEP.VAR. REGit.tOEFF. 

c 161. 

' u CONS Oe163645E- 01 
c ~41 8/LD -o. 31597SE· 02 
I 421 ' CLSHCL o.l41811E•01 

' UJ · WINTER -0.441646£-02 
I 511 ADAIX -O.l33138E•03 
c 521 WDAYS o.usane-oz 
c 481 RECRT2 Oel32300E- 01 
c 671 1/180 -o. "7495E-01 
c 711 MLOUTS 0.611020E-02 

1-> 2281 

STD. ERR. T-RATIO MEAN 

o.51oasu-o1 

o. l007ME-01 0•162355E+01 O.lOOOOOE+01 
Oe102618E-02 o. 301913£+01 0.179868E+OO 
0.298698£-02 0.474764E+01 o. 526316£-01 
o.l53l61E-02 o. 288353£+01. o.2sooooe•oo 
o. 440224£-04 o.303195E+01 0.620393£+02 
Oe462505E-03 0.466799E+01 Oe209254E+02 
0.44U 94E-02 o. 299868£+01 0.219298£-01 
o. 958482£-02 0.466819£+01 0.431596E-02 
o.227032E-02 o. 211177E+01 o. 921052!-01 

RSQBAR• 0.3904 RSQa o.4ll9 SEE• 0.9287936E-02 SEEBAR• 0.9476862E-02 
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coefficient indicates a small, but significant impact on the rate at 

which cases close. This is consistent with the hypothesis that more 

"liberal" political attitudes lead to less stringent AFDC termination 

policy. The coefficient implies that with a total caseload of 100,000 

a ten point increase in ADAIX would decrease the number of closings by 

140. 

One more workday per month (~YS) was responsible for boosting 

the closing rate by an average of one-fifth of one percentage point, 

and the coefficient on a one period dummy variable (1/780) indicates 

that the closing rate was almost five points higher than the 

historical average in January 1978 because of a data base conversion. 

Two corrective action variables enter the closing rate equation 

in Upstate New York. Intensified recertification activity during 1973 

(RECRT2) acted to increase the closing rate by an average of 1.3 

percentage points over a five month period, as it was intended to do. 

By conducting intensive reviews of active cases the New York welfare 

administration was successful in raising the closing rate 

significantly, and thus, as the administration maintains, in reducing 

the ineligibility rate within the state as well. 

The second corrective action variable appearing in the closing 

rate equation (MLOUTS) represents a period during 1976 of intensified 

mailout and recertification activity and renewed emphasis on reducing 

delays in the case closing process. This increased case review 

activity was responsible for raising the rate at which cases were 

closed by more than three-fifths of one percentage point above what 

would have been expected in its absence. 
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These five regressions (applications received, processing 

rate-Basic, processing rate-UF, rejection rate, and closing rate) 

constitute the complete equation system necessary for evaluating the 

impact of corrective actions on the Upstate AFDC-Basic caseload 

between 1973 and 1978. The regressions indicate that a full range of 

corrective actions had significant impacts on AFDC dynamics, 

particularly as they acted on the number of rejections and closings. 

But only by simulating the caseload through the full equation system 

can we fully analyze the caseload (and potential expenditure) impact 

of these corrective actions. It is to these simulations that we now 

turn. 



Upstate New York 

Simulation Results 
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Once the caseload component equations have been estimated through 

regression, the next step in the evaluation of corrective actions is 

the preparation of various simulations. As outlined in Chapter 3, 

there are three of particular value: 

1) Present Structure Simulation (PSS) 

2) PSS - No r$./CA Simulation (PSS-No r;I:./CA) 

3) Pre - QC/CA Structure Simulation (Pre-QC/CA) 

The present structure simulation (1) is based on the estimated 

regression coefficients reviewed in the last section and the actual 

values of all independent variables. The purpose of the PSS is to 

obtain the best possible econometric estimate of the caseload. This 

estimate is used as the measure against Which alternative estimates 

from simulations (2) and (3) are compared. 

Simulation (2) is also based on the estimated regression 

coefficients used in the present structure simulation. However, the 

PSS-No QC/CA simulation statistically removes the impact of corrective 

action variables from the PSS equation syst~. Finally, simulation 

(3) uses estimated coefficients obtained from regression equations run 

over a shorter period of time (i.e., over the period prior to the 

implementation of corrective actions). This Pre-QC/CA simulation is 

used to forecast the caseload and its components through December 

1978. In essence, it indicates What the caseload would have been had 

the Pre-QC/CA structural relationships continued to the present. 
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The difference in the estimated caseload and its components 

between simulations (1) and (3) indicates the effects of both changes 

in caseload generating structural relationships and corrective action 

activity on all AFDC components (e.g., cases receiving assistance, 

openings, closings, and expenditures). 

The difference in estimates between simulations (2) and (3) 

represents the change in cases receiving assistance (or openings, 

closings, or expenditures) solely due to structural changes in the 

caseload generating function that are not directly related to 

corrective actions. In this comparison changes in the measured 

response of a component such as the closing rate, due to explanatory 

variables such as the unemployment rate or the benefit/wage ratio, are 

derived by running regressions over different time periods and then 

comparing simulated estimates over the same period. In this manner 

the effect of structural changes unrelated to corrective actions can 

be traced in the simulations themselves. 

Tb estimate the net impact of all corrective actions, estimates 

from simulations (1) and (2) are compared. Simulation (1) is based on 

regression coefficients obtained from the "best" model (PSS) that 

could be constructed, including corrective action variables. 

Simulation (2) is based on PSS regression coefficients, but with all 

corrective actions "turned off" in the multi-equation system; all 

corrective action (QC/CA) coefficents in simulation (2) are, in 

effect, set to zero, while all other coefficients maintain their 

estimated values. Comparison of estimates resulting from (1) and {2), 

therefore, allows us to estimate the impact of corrective action 



activity, i.e., what caseload, openings, closings, or expenditures 

would have been had corrective action not existed. 
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As the regression results for Upstate New York indicated, most of 

the corrective action policies were directed at reducing the number of 

openings in the AFDC program. In early 1973, the Income Maintenance 

Division of the Department of Social Services implemented a more 

stringent application procedure statewide. This new policy increased 

the amount of information required by the local welfare offices for 

making eligibility determinations. Documentary evidence with respect 

to several eligibility factors was required of each recipient. Again, 

as shown in the regression results, the impact of this new procedure 

was to raise the rejection rate significantly, thus reducing the 

number of cases added to the AFDC rolls. 

The second type of corrective action implemented in the Upstate 

area was directed at increasing the number of cases closed. Although 

recertifications of the entire caseload were conducted routinely in 

New York City, in Upstate New York they were undertaken with less 

frequency and intensity. Nevertheless, the impact of the 

recertifications was fairly powerful, although not as great as the 

tightened acceptance policies. Quantitative estimates of these 

corrective actions are presented in the following sections. 

Cases Receiving Assistance 

Table 5.6 presents simulated estimates of cases receiving 

assistance at three points in time. The first comparison, between 

actual cases receiving assistance (simulation (0) in Figure 5.1) and 



S:im..llation 

Actual 
Present Structure (PSS) 

Table 5.6 
S:im..ll.a.tion Results 
Upstate New York 

Cases Receiving Assistance 

at 12/74 
(24 m:nths) 

98,983 
99,273 

Pre - cy:./CA Structure (Pre - QC/CA) 112,128 
Present Structure - No cy:./CA 109,126 
(PSS - No Qf:./ CA) 

Cf/CA And Structural IDJ>acts 

Due to Qf:./CA and Structure -12,855 
% PSS { -13 .0'7o) 

Due to Structure -3,002 
% PSS (-3.0%) 

DJe to r{.;/CA -9,853 
% PSS (-10.0%) 
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at 12/76 at 12/78 
(48 months) (72 months) 

111,446 101,400 
111,323 103,072 
131,343 125,073 
127,938 119,541 

-20,020 -22,001 
(-18.0%) {-21.4'7o) 

-3,405 -5,532 
(-3.1%) (-5.4%) 
-16,615 -16,469 

(-14.9%) (-16.0%) 



Figure 5.1 
Olunterfactual S:lm.Jl.atials vs. Actual: Upstate New York 
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the number of cases receiving assistance in the Present Structure 

Simulation (simulation (2) in Figure 5.1), indicates the accuracy of 

the "full" model. At no time does the full model predict a caseload 

more than 1.65 percent higher or lower than the actual, suggesting 

that the statistical model is an appropriate retlection of the Upstate 

program. 

The next comparison to be made uses estimates produced by the 

Pre-QC/CA and PSS simulations to evaluate the total difference in 

caseload resulting from both structural change and corrective actions. 

We see in Table 5.6, for example, that had corrective actions not been 

undertaken, the AFDC caseload would have been about 12,855 cases 

higher in December 1974 than the PSS estimate. Structural change 

along with corrective actions were therefore responsible for producing 

a caseload some 12,855 cases lower than the Pre-QC/CA estimate (see 

the differential between simulations (1) and (2) in Figure 5.2). 

Of the total difference of nearly 13,000 cases by December 1974, 

3,000 (or 23 percent of the total change) can be attributed solely to 

changes in the underlying structural regime. The differential between 

simulations (1) and (3) in Figure 5.2 indicates this impact 

graphically. As a result of more moderate responses to variables like 

the unemployment rate and benefit levels, there were 3,000 fewer cases 

receiving assistance than the Pre-QC/CA structure predicted. The 

remaining 9,853 case reduction (77 percent of the total difference) 

was a result of corrective action activities initiated by the 

Department of Social Services (see the differential between 

simulations (2) and (3) in Figure 5.2). 



Figure 5.2 
Counterfactual S:brulation: Upstate New York 
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By December 1976 the difference between the PSS estimate and the 

Pre-QC/CA estimate of caseload had grown to over 20,000 cases or 18 

percent of the PSS caseload. Again, this difference is attributable 

to both structural change and corrective actions. Of the total 

difference in caseload during the 48 month simulation, 3,405 cases (17 

percent) were due to structural change, while a 16,600 case reduction 

(83 percent of the total) was the result of the full range of 

corrective actions in effect. 

over the next two years, the simulated case load impact of both 

structural change and corrective action slowed considerably. By 

December 1978 structural changes accounted for one-fourth of the 

overall difference of 22,000 cases. The difference attributable to 

corrective actions seems to have leveled off at approximately 16,470 

cases, or about 16 percent of the PSS estimate of caseload. The 

remaining estimated reduction in the caseload was due to other factors 

not specifically related to corrective actions. 

From the foregoing it is clear that corrective actions had a 

significant impact on the number of AFDC-Basic cases in Upstate New 

York. However, the caseload impact reflected in Table 5.6 and Figure 

5.2 does not indicate how this reduction was achieved. By showing the 

effects of both structural change and corrective action on cases added 

and cases subtracted, it is possible to show how corrective actions 

worked on the two primary components of the basic caseload identity to 

achieve the 16,500 case reduction. 
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Cases Added 
Tb reiterate, the basic caseload identity can be written as: 

CA.REM(t) = CA.REM(t-1) + CA.AID(t) - CA.CLO(t) 

Using the SiRI methodology cases added [CA.ADD (t)] and cases closed 

[CA.CLO(t)] can be disaggregated further. CA.AID is equal to the sum 

of applications received and applications pending from previous 

periods multiplied by an application processing rate, and an 

acceptance rate. Mathematically: 

CA.AID(t) = [AP.REC(t) + AP.PEND(t-1)] * PROC.RT * (1 - REJ.RT) 

From this disaggregation, we can see that any corrective action 

that affects applications, the processing rate, or the rejection rate 

will influence the number of cases added. This, in turn, affects the 

potential size of the caseload. Further, since cases added take the 

form of a flow rather than a stock, it is necessary to examine 

corrective action impacts over a discrete period of time, rather than 

at one point in time as was done with cases receiving assistance. 

Table 5.7 presents the effects of structural change and 

corrective action on the cases added component of the AFDC caseload. 

We find that between January 1973 (the initial period of the 

simulation) and December 1974 125,780 cases were actually opened under 

the AFDC program in Upstate New York. The full model predicted 

122,847 additions, or 2.3 percent fewer than the actual number. More 

importantly, however, had the Pre-QC/CA structural regime remained 

intact (i.e., the relationships between the dependent and independent 

variables had remained the same) and no corrective actions had been 

implemented, almost 137,000 cases would have been added to the rolls 



Simulation 

Actual 
Present Structure (PSS) 

Table 5.7 
SDnulatian Results 
Upstate New York 

Cases Added 

Qmulative 
to 12/74 

(24 m:mths) 
125,780 
122,847 

Pre - ~/CA Structure (Pre - QS:./CA) 136,987 
Present Structure - No QS:./CA 134,406 
(PSS - No QS:./CA) 

~/CA And Structural Impacts 

llle to QS:./CA and Structure -14,140 

%PSS (-11.51o) 
Due to Structure -2,581 

%PSS (-2.11o) 
IlJe to ~/CA -11,559 

% PSS (-9.4%) 
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Clmllative Cunulative 
to 12/76 to 12/78 

(48 m:mths) (72 m:mths) 
274,660 409,002 
267,689 406,458 
296,147 454,554 
292,261 445,723 

-28,458 -48,096 
(-10.6%) (-11.8%) 

-3,886 -8,831 
(-1.4i'o) ( -2 .2'7o) 
-24,572 -39,265 
(-9 .21o) (-9.6%) 
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over that 24 month period. Compared to the PSS estimate of 122,847 

openings, structural change and corrective actions were responsible 

for reducing the total number of openings by more than 14,100. 

Of this total difference, only 18 percent (2,581 openings) was 

due to changing structural relationships, while a full 82 percent or 

11,600 can be attributed to corrective actions. By 1976 these 

absolute mmbers had almost doubled, but the percentage change 

remained nearly constant. OVer the 48 month period, if there had been 

no change in the individual parameter estimates and no corrective 

actions, the Upstate jurisdiction would have seen almost 28,500 more 

openings than the PSS indicated. Of the total difference, 24,600 

cases (87 percent) were precluded from participating in the program 

due to corrective action. By December 1978 the difference between the 

PSS and Pre-QC/CA estimates was nearly 48,100 cases. Of this total, 

corrective actions were responsible for reducing openings by about 

39,250 cases, while structural change accounted for the remainder. 

OVerall, corrective actions were responsible for reducing the number 

of openings by approximately 9 percent over the entire period of 

analysis. 

Cases Subtracted 

As well as influencing the rate at which applications were 

rejected and consequently the number of cases added, some of New 

York's corrective action activities acted to increase the rate at 

which active cases were closed. Table 5.8 presents the effects of 

both structural change and corrective action on the total number of 



Siuulation 

Actual 
Present Structure (PSS) 

Table 5.8 
Simulation Results 
Upstate New York 
Cases Subtracted 

Cuaulative 
to 12/74 

(24 nm.ths) 
128,519 
125,299 

Pre - cy;/CA Structure (Pre - cy;/CA) 
Present Structure - No cy;/CA 

126,662 
127,064 

(PSS - No cy;/CA) 

cy;/CA And Strucura1 Inpacts 

Il1e to QC/CA and Structure -1,363 
% PSS (-1.1%) 

D..1e to Structure +402 

% PSS (+0.3%) 

D..1e to QC/CA -1,765 

% PSS (-1.4%) 
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Omtlative Curulative 
to 12/76 to 12/78 

(48 months) (72 months) 
265,850 399,955 
259,004 395,593 
267,715 419,786 
267,188 416,967 

-8,711 -24,193 
(-3.4%) ( -6.1%) 

-527 -2,819 
(-0.2%) (-0.7%) 

-8,184 -21,374 
(-3.2%) ( -5.4%) 
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cases closed over three simulation periods. 

In this instance, when corrective actions were "turned off" in 

the PSS equation system, a smaller nll'llber of case closings occurred 

than in the PSS simulation in which all corrective actions were 

operative. At first, this may seem counterintuitiv~ since some of the 

corrective actions were intended to directly increase the number of 

closings. This result, however, is not inconsistent with the dynamics 

of the full caseload components model: when, for example, the 

dominant corrective action variables in a given model significantly 

increase the rejection rate, the number of applications rejected 

obviously increases, leaving fewer cases to potentially close. The 

closing ~ will rise as a result of corrective action, but this 

higher rate will be applied to a smaller caseload yielding a smaller 

nl.lnber of estimated closings. Mathematically: 

CA.CLO.(t) = CLO.RT.(t) * [(CA.REM.(t-1) + CA.ADD.(t))] 

Thus, if the number of cases added (CA.ADD. (t)) is allowed to 

grow each month (as would happen if all corrective actions were 

removed from the system) cases remaining (CA.REM.) in each successive 

period will be greater as well. Clearly, if the sum in the 

parentheses (CA.REM.(t-1) + CA.ADD(t)) grows larger, and if it is 

multiplied by the regression equation determined closing rate, the 

number of subtractions will of necessity be higher. Therefore, the 

estimated mnber of closings can be greater in a "no" corrective 

action scenerio than they are in an "all" corrective action scenario, 

despite the fact that the estimated closing "rate" is higher because 

of corrective actions. 
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Table 5.8 indicates that this is precisely the phenomenon that 

occurred in Upstate New York. Between January 1973 and December 1974, 

the net impact of structural changes and corrective actions on 

closings was to decrease the total by approximately 1,363. While 

corrective actions reduced cases subtracted by about 1,765, the change 

in structure boosted closings by about 400 over what the Pre-QC/CA 

simulation predicted them to be. 'lhe net impact was therefore 1,365 

fewer closings. As we have just demonstrated, corrective actions 

reduced closings by reducing the absolute level of the caseload 

through increased rejection activity. 

OVer the 48 month period ending in December 1976, there were over 

8,700 fewer closings than there would have been had the previous 

structural regime held and corrective actions not been implemented. 

Although the impact of the structural change that did occur resulted 

in more closings over the first 24 month period, over the longer 48 

month period the structural change actually decreased the number of 

closings below what the earlier regime (Pre-QC/CA) predicted. Of a 

total difference in closings of 8,700, only 500, or approximately six 

percent were attributable to changes in structure, with the remaining 

92 percent or 8,184 fewer cases a result of corrective action. 

Finally, Table 5.8 indicates that between January 1978 and 

December 1978, the total reduction in cases closed due to structural 

change and corrective action was over 24,000, or 6.1 percent of cases 

closed in the Present Structure Simulation. Of the total, 88 percent, 

or nearly 21,400 of the 24,000 fewer closings were the result of 

corrective action activity. 
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Expenditures 

Table 5.9 and Figure 5.3 present the impacts of structural change 

and corrective action on AFDC expenditures. The methodology utilized 

to obtain AFDC expenditure estimates consisted of taking estimates of 

cases receiving assistance under each alternative simulation, and 

multiplying that by the actual expenditure~~ in each period. 

This involves a crucial assumption: each case that is not added to 

AFDC and each active case that is closed as a result of corrective 

action is assumed to receive the average expenditure for all cases. 

This may be a rather dubious assumption, however, for one might expect 

cases receiving only marginal amounts of assistance to be closed with 

greater frequency. However, because existing data do not allow us to 

derive a more realistic estimate of what the "typical" case (rejected 

or closed as a result of corrective action) would receive in terms of 

a cash benefit it was necessary to adhere to this assumption. 

Table 5.9 indicates that if no structural change had taken place 

and no corrective actions had been undertaken, AFDC expenditures by 

December 1974 would have been nearly $58 million more than our best 

model indicates. Of this total reduction, corrective action was 

responsible for approximately 76 percent or about $44 million (see the 

differential between simulations (2) and (3) in Figure 5.3). Relative 

to the PSS estimate of total expenditures over the period, the savings 

attributable to corrective action were about 7.2 percent. Structural 

change was responsible for the remaining $14 million difference (see 

the differential between simulations (1) and (3) in Figure 5.3). 

By December 1976, had the earlier structural relationships held 



S:inulation 

Actual 
Present Structure (PSS) 

Table 5.9 
Stmulation Results 
Upstate New York 

Expenditures (in thousands) 

Ctm.llative 
to 12/74 

(24 liDrl.ths) 
$607,001 
601,660 

Pre - ~/CA. Structure (Pre - ~/CA.) 

Present Structure - No ~/CA. 

659,263 
645,387 

(PSS - No ~/CA.) 
~/CA. And Structural Itrpacts 

Due to ~/CA. and Structure $-57,603 
% PSS (-9.6%) 

Due to Structure 
% PSS 

Due to ~/CA. 
%PSS 

-13,876 
(-2.3%) 
-43,727 
( -7 .3%) 
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Cunulative Ctmulative 
to 12/76 to 12/78 

(48 months) (72 nxmths) 

$1,437,604 $2,296,928 
1,425,540 2,317,306 
1,596,770 2,676,010 
1,560,324 2,601,121 

$-171,230 $-358,704 
(-12.0%) (-15.5%) 
-36,446 -74,889 
(-2.6%) (-3.2%) 

-134,784 -283,815 
(-9.4%) (-12.3%) 



Figure 5.3 
Cculterfactual S::lmJlaticn: Upstate New York 
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and corrective actions not been instituted, expenditures for AFOC 

would have been over $171 million more than the PSS suggests. (This 

assumes average payments were received by all cases affected by 

corrective action.) Of the total difference, structural change that 

occurred over the full period was responsible for approximately $36 

million, while corrective action reduced expenditures by nearly $135 

million, or 9.4 percent of the PSS estimate. 

Finally, total expenditures over the entire 72 month simulation 

period were almost $359 million less than they would have been had the 

early structural relationships remained intact and corrective actions 

not been implemented. Seventy-nine percent (or $284 million) of this 

reduction was the result of the corrective action program undertaken 

by the ISS, while the remaining 21 percent was attributable to 

changing structural relationships. The expenditure reduction brought 

about by corrective action constituted 12.3 percent of total 

expenditures under the PSS over the entire analysis period. As such, 

corrective actions themselves appear to have reduced Upstate 

AFDC-Basic expenditures by approximately $47 million per year between 

1973 and 1978. 
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Which Corrective Actions Did the Most? 

The preceding analysis focused on the total impact of all 

corrective action variables in Upstate New York. That analysis in 

itself did not indicate the relative importance of each corrective 

action individually. The purpose of the following sections is to 

statistically evaluate the impact of each of the corrective actions on 

caseload, openings, closings, and expenditures. 

Cases Receiving Assistance 

Table 5.10 presents the individual effects of the five basic 

corrective action variables on cases receiving assistance at three 

points in time. In addition, Figures 5.4 through 5.9 indicate 

graphically the individual impacts of each variable on cases receiving 

assistance for the entire simulation period. 

The first corrective action variable (APTITl & 7/73D) represents 

the initial period in 1973 when New York's DSS introduced an expanded 

application/verification procedure. Because both variables are 

considered to be components of the same phenomena they were analyzed 

together as one corrective action. The table indicates that in 

December 1974 there were nearly 1,270 fewer cases receiving assistance 

in Upstate New York because of the tightened applications procedures. 

By December 1976 however, that initial reduction had for the most part 

worked its way through the system, and the longer-run impact was of a 

much smaller magnitude. By December 1978 the initial effect of the 



Table 5.10 
Individual Corrective Action Impacts 

Upstate New York 
Cases Receiving Assistance 

at U/74 at 12/76 Cf;/CA Variable 
(24 toonths) ( 48 toonths) 

1) APTITI & 7 /73D 
2) APTIT3 
3) REJTIT 
4) RECRT2 
5) MlDUI'S 

Total (.eKcluding Interactions) 
Interactions 

Total Impact 

-1,268 
-6,025 

0 
-2,646 

0 

-9,939 
+89 

-9,853 

-289 
-9,854 

0 
-601 

-5,636 

-16,380 
-235 

-16,615 

154 

at 12/78 
(72 months) 

+232 
-10,038 
-1,808 

+160 
-3,780 

-15,234 
-1,235 

-16,469 
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policy on cases receiving assistance had all but disappeared. [*] 

Figure 5.4 presents a graphic depiction of the impact of the 

APTITl and 7/730 variables. It suggests that the caseload impact of 

the initial tightened applications policy was temporary in nature. 

Note that by the final 24 month period of the simulation scenerios (2) 

and (6) fully converge. Because the new policy acted as a one-time 

exogenous shock to the underlying determinants of the system, its 

long-term impact was insignificant. 

Table 5.10 also indicates the impact of the other two tightened 

applications variables on cases receiving assistance. It suggests 

that over the full 72 month simulation period, APTIT3, the variable 

designed to account for the ongoing (or continous) effect of the 

tightened applications policy, was responsible for reducing the 

caseload by over 10,000 cases relative to what it would have been in 

the absence of the policy. It is not surprising that its impact is of 

large magnitude. Figure 5.5 gives a graphic representation of the 

estimates presented in Table 5.10. The distances between simulations 

[*] In order to understand the increase of 232 cases in 12/78 
receiving assistance reflected in Table 5.5, one must again consider 
the dynamics of a caseload components model and the many interactions 
that result in a final caseload estimate. As tightened applications 
policies boost the mnber of rejections, the m.mber of cases added to 
the active caseload obviously falls. This in turn causes the caseload 
to fall below what it would have been in the absence of the policies. 
Because the caseload is endogenous to the rejection rate equation in 
the form of a participation rate (C/F or caseload/female headed 
families) the lower participation rate implied by a lower caseload 
leads to fewer rejections. Fewer rejections mean that more cases are 
added to the case load over any discrete period. Hence, over the long 
term, in a dynamic model, APTITl and 7/730 actually led to a small 
increase in the number of cases receiving assistance, relative to a 
prediction in which there were no policy changes implemented at all. 
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(2) and (7) represents the impact of APTIT3 on the number of cases 

receiving assistance. 

In 1978 renewed emphasis on tighter applications procedures 

(REJTIT) occurred. The policy's impact on cases receiving assistance 

is also indicated in Table 5.10 and Figure 5.6. The table shows that 

relative to What the caseload would have been in the absence of 

REJTIT, there were approximately 1,800 fewer cases in December 1978 

due to this rejection policy. Figure 5.6 indicates graphically the 

impact of REJTIT relative to the PSS and PS5-No QC/CA simulations. 

The differentials between simulations (2) and (4) represent the 

relatively minor impact of this one corrective action variable on 

cases receiving assistance.[*] 

Finally, the impacts of the two "closing rate" variables are 

presented in Table 5.10 and Figures 5.8 and 5.9. According to the 

table, RECRT2, the term accounting for increased recertification 

activity during 1973, had a large impact When it was in effect. 

However, as with APTITl and 7/73D, it acted as a temporary shock to 

the system's underlying determinants, and therefore by December 1978 

the differential between the full PSS simulation and the PSS 

simulation omitting RECRT2 (simulations (2) and (8) respectively in 

Figure 5.8) was effectively zero. 

The mailouts variable (MLOUTS) had an impact similar to that of 

[*] Because all of the variables just reviewed are obviously 
interrelated (i.e., they all reflect tightened application procedures 
in one form or another), a simulation was run setting all of their 
coefficients to zero. The result of this simulation is presented in 
Figure 5.7. 
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the policy which led to increasing rejections. Although its initial 

effect was fairly powerful (see Figure 5. 7), as soon as the MLOUTS 

activity had ended in 1976 the differential between simulations (2) 

and (5) begins to decline. Table 5.10 indicates that by December 1976 

the impact of MLOUTS was to reduce the caseload by over 5,630 relative 

to what it would have been in the absence of this mailout and 

recertification activity. By December 1978 however, the differential 

had fallen to approximately 3,800. 

Cases .Added 

As was done in an earlier section, cases receiving assistance is 

disaggregated into openings and closings for the purpose of evaluating 

the impact of corrective action on the two components. Table 5.11 

presents the individual impacts on the cases added component of the 

system. 

Again, APTITl and 7/730 are the first corrective actions to 

appear. The table indicates that between January 1973 and December 

1974 the new application procedures were responsible for decreasing 

the number of openings by nearly 3,875 relative to what would have 

occurred in the absence of the policy. This suggests that the policy 

worked in exactly the manner that it was intended to work. By 

tightening the application process and requiring extensive 

verification of factors affecting eligibility, the Department was able 

to reduce ·the number of cases it added to the AFDC rolls. 

The other two variables representing periods of increased 

eligibility verification, APTIT3 and REJTIT, show similar results. 



Table 5.11 
Individual Corrective Acticn !Dpacts 

Upstate New York 

fF./CA Variable 

1) APTITl & 7 /73D 
2) APTIT3 
3) REJTIT 
4) RECXl'2 
5) MLOtJrS 

Total (EXcluding Interactions) 
Interactions 

Total Impact 

Cases Added 

Qmtlative 
to 12/74 

~24 UDlths) 
-3,871 
-8,503 

0 
+546 

0 

-11,828 
+269 

-11,559 

C\mllative 
to 12/76 

(48 UDlths) 
-3,678 

-22,895 
0 

+958 
+316 

-25,299 
+727 

-24,572 

161 

Clmllative 
to 12/78 

(72 UDlths) 
-3,652 

-37,330 
-2,972 
+1,014 
+1,730 

-41,210 
+1,945 

-39,265 
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APTIT3, the variable designed to capture the long-term or ongoing 

effect of the policy, was responsible for reducing openings by 8,500 

over the 24 month period ending in December 1974, and over 37,300 

openings by December 1978. Similarly, the renewed emphasis on 

verification during 1978, as proxied by REJTIT, reduced openings by an 

additional 3,000 over the 12 month period. 

The remaining two variables, RECRT2 and MLOUTS, represent 

corrective actions that acted to increase the rate at which cases were 

closed. The table suggests that these "closing" variables actually 

increased slightly the number of openings. Here again, the clear 

intent of the action to reduce the caseload contrasts with a dynamic 

outcome: recertifications and mailouts work directly on the closing 

rate equation and increase the number of case closings. This would, 

by itself, produce a lower caseload. But because the casesload feeds 

back into the equation system in the next period in the form of a 

participation rate, the lower participation rate implied by a lower 

caseload leads to fewer rejections. Fewer rejections mean that more 

openings occur over any discrete period. Thus, the two closing rate 

variables indirectly act to increase the number of openings in the 

model while they increase the measured closing rate. 

Cases Subtracted 

In a similar way we can analyze the impacts of individual 

corrective actions on the cases subtracted component of the basic . 
caseload identity. Table 5.12 presents the effect of each corrective 

action variable on cases subtracted. The two closing rate variables, 
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Table 5.12 
Individual Corrective Acticn Impacts 

lJEstate New York 

~/CA Variable 

1) APTITl & 7/73D 
2) APTIT3 
3) REJTIT 
4) RECRT2 
5) MI.DUTS 

Total (Excluding Interacticns) 
Interacticns 

Total Impact 

· Cases Subtracted 
Ctmllative 
to 12/74 

(24 IOOnths~ 

-2,611 
-2,515 

0 
+3,176 

0 

-1,950 
+185 

-1,765 

Cl.mJlative 
to 12/76 

( 48 IOOnths) 

-3,392 
-13,175 

0 
+1,550 
+5,875 

-9,142 
+958 

-8,184 

166 

Ctmulative 
to 12/78 

(72 tOOnths) 
-3,578 

-26,099 
-682 

+1,166 
+6,161 

-23,032 
+1,658 

-21,374 
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RECRT2 and MLOUTS, both show a positive impact on this component, as 

would be expected. Since recertifications and mailouts are designed 

to determine which cases are ineligible and to then close them, it is 

not surprising that both of these variables acted to increase 

closings. RECRT2, a variable representing recertification activity 

during the second half of 1973, had a fairly powerful impact 

initially. OVer the 24 month period ending in December 1974, it was 

responsible for boosting closings by about 3,175 cases. The MLOUTS 

variable, constructed to proxy for increased mailout and 

recertification activity during much of 1976 had a similar impact: by 

the end of 1976 it had increased closings by about 5,875 cases, and by 

December 1978, 6,161 cases had been closed because of this corrective 

action activity. 

In contrast, the three tightened acceptance policy variables, 

APTITl & 7/730, APTIT3, and REJTIT, were responsible for decreasing 

the number of cases subtracted during the period. The dynamics are 

clear: because a tightened acceptance policy increases the number of 

rejections, it therefore leads to a lower caseload via fewer openings. 

A lower caseload, when multiplied by the closing rate results in fewer 

cases subtracted. 

Expenditures 

Table 5.13 indicates the effects of the individual corrective 

actions on AFOC expenditures. The table suggests that the impact of 

the initial policy of tightened application procedures (APTITl and 

7/730) was to reduce expenditures by nearly $12 million by December 



~/CA. Variable 

1) APTITl & 7 /73D 
2) APTIT3 
3) REJ'l'lT 

4) RECR1'2 
5) MlDUI'S 

Table 5.13 
Individual Corrective Acticn lnpacts 

Upstate New York 
EXpenditures (in thousands) 

Omtlative Q.m.Uative 
to 12/74 to 12/76 

(24 months~ ~48 months) 
$-11,935 $-16,840 

-13,712 -79,181 
0 0 

-17,878 -28,082 
0 -10,803 

Total (Excluding Interacticns) 
Interacticns 

-43,525 
-202 

-134,906 
+122 

Total Impact $-43,727 $-134,784 

168 

Ctmllative 
to 12/78 

~72 Dalths~ 
$-18,024 
-163,736 

-4,544 
-30,538 
-66,378 

-283,220 
-595 

$-283,815 
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1974. Had the policy never been implemented, approximately 2.0 

percent more than the PSS estimate of expenditures would have been 

spent for AFDC in the Upstate jurisdiction. By December 1978, had the 

policy not been adopted, Upstate New York would have spent over $18 

million more for AFDC than our best PSS estimate indicates. 

APTIT3, the variable accounting for the ongoing impact of the 

tightened applications policy, was responsible for the greatest cost 

savings of any of the corrective action variables. If it had not been 

in effect over the entire simulation period, expenditures would have 

been nearly $164 million (or 7.1 percent) more than the PSS simulation 

indicates. By keeping applicants off of the welfare rolls entirely 

through the use of a much tighter acceptance policy, the Department 

was able to reduce expenditures significantly. 

The last of the tightened acceptance policy variables, REJTIT, 

also had a significant impact on expenditures for the brief period 

that it was operative. Had the stricter acceptance standards not been 

reemphasized in 1978 (i.e., had the REJTIT variable been omitted from 

the equation system, specifically from the rejection rate equation), 

expenditures for AFDC would have been approximately $4.5 million more 

than the PSS indicates. By emphasizing verification/documentation 

requirements in 1978, and consequently rejecting more applicants 

through this policy, the Upstate jurisdiction saved about two-tenths 

of one percent of PSS total expenditures over the full simulation 

period. As a proportion of total savings attributable to corrective 

action, REJTIT was responsible for approximately 1.6 percent. 

The two closing rate variables, RECRT2 and MLOUTS, by directly 
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increasing the number of cases closed, also produced expenditure 

savings in Upstate New York. Table 5.13 indicates that had the 

increased mailout and recertification activity proxied by MLOUTS not 

occurred, AFOC expenditures ~uld have been more than $66 million (or 

about 2.8 percent) greater than the PSS estimate for the entire 

simulation period. RECRT2, a recertification variable effective in an 

earlier period produced savings of about one half that, or nearly $31 

million. Of the total expenditure reduction resulting from corrective 

action, the t~ closing rate variables were responsible for $97 

million or approximately 34 percent. 

It is clear from these results that corrective action had a 

significant impact on AFDC-Basic expenditures in Upstate New York. 

The tightened application procedures reflected by the variable APTIT3, 

appears to have had the greatest impact of all corrective actions. 

Fully 58 percent of the total corrective action induced expenditure 

reduction was accomplished through the tighter acceptance standards 

represented by this variable. 

OVerall then, corrective actions were responsible for reducing 

AFDC-Basic expenditures in Upstate New York by more than $280 million 

between 1972 and 1978. Of this total savings, tightened application 

procedures reflected by the APTIT3 variable were responsible for 

almost 58 percent, While mailouts accounted for almost a quarter (23 

percent) of the total. The remaining savings were due to new 

recertification procedures and stricter but temporary application and 

verification policies. The key to Upstate New York's corrective 

action program was therefore tied to preventing new cases from gaining 
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access to the AFDC, rather than exclusively aimed at removing families 

once they were on the rolls. 



~------------- - --- --- - -
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Chapter .§. 

New York City 

The complete New York City AFDC model contains equations for 

applications received, the processing rate (Basic), the processing 

rate (UF), the rejection rate, and the closing rate. Each of these is 

discussed in the following section.[*] 

Applications Received 

The final applications equation for New York City's AFDC program 

appears in Table 6.1. The OLS version explains 87 percent of the 

variance in monthly applications with a standard error of less than 11 

percent of the mean. In addition to the constant term, 15 variables 

enter the regression, with several of them designed to capture 

feedback mechanisms resulting from various types of corrective action 

activity. 

The alternative income hypothesis is tested by B/ZM*30, a 

variable resulting from an interaction between B/Z with the imputed 

value of Medicaid (M) in the denominator as well as the numerator, and 

[*] The Appendix to this report presents the short period 
regressions used in preparing the Pre-QC/CA simulations. 
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Table 6.1 
New York City AFDC-Basic: Final Applications Received Equation (1st Stage) 

EQN NO. 1 228 UBSER~ATIONS 
OEP VARC 81: ABREC 
INDEPENDENT ~AIU Sl: 16 
VCSI IN XPX= 98 M• 98 
DETERMINANT= O.l09410SE-08 

INDEP .v AR. REGR.CuEFf. 

8J 

' u CONS -0.5 92572E +01 

' ~51 i~jOAYS O.l98975E .. OO 

' 2 5) DfHf 0.8 94618E +00 
c 22) BIZ•JO o.c.68877E +oo 
c 23J ACR T- 3 o.3835o7E+01 
c 34) PROOF -0 .1069HE +01 
c 44J ADA IX 0. 5 6245 3E-O 1 

' 391 S~rANTS -0.332223E+01 
c 3 61 CHP992 0.233802E+01 
c 311 DWINRF O.l62191E +00 

' 471 DXHT -O.It 706!;3E+01 

' 521 121720 -0.158727E+Ol 
c 88) Ct•RCM 0.162179E.OO 
c 94) RJ•PH 0.233230E+OO ,, 68) RECRT* Oe230~68E+01 

' 951 ct•Q-1 0.166366E.00 

RSQSAR= o.86Zo RSQ• o. 8711 

1-> 2281 

STD.ERR. T-RAUO MEAN 

0. 724016E +01 

o.94o7o4E+OO 0.625892E+Ol O.lOOOOOE +01 
0. 36821t8E-01 o.540327E+Ol O. 2092S4E+02 
0. 215271E .. 00 O.H5578E+01 O. 726776E+OO 
O.l78371E+OO 0.37~991E+Ol o. 530196£+00 
0.968094E+00 0.396208£+01 0.660216E+OO 
0 .260 387E +00 · 0 .lt10139E+Ol O. 526316E-01 
0.61t7971E-02 0.868022E+Ol O.llo5489E+02 
o. 788009£+00 o.~21598E+Ol 0.438596E-12 
0. !:illttOOOE +00 0.397c.22E•01 0.109olt9E-01 
0 • 710124E-Ol O.l28398E+01 O. 2321t50E-Ol 
o.151938E+Ol 0.309767Et01 -o. 925876E-03 
o.78527oE+OO 0. 20Z129E+01 o.~3859oe-oz 
0.285394E-01 0. 5 o8262E +0 1 O. ltlt0355E+OO 
o. 881t991E-01 0.2o3539E+Ol 0.1o531t6E+00 
0.30U80E+00 0.1tt7837E +0 1 0.96491ZE-01 
0.28103oE-01 0.579601E+Ol o.usoo3f+01 

SEE• 0.7403033E+OO SEEbAR• O. 7677312E+00 

TSS• 0.9693550E+03 RSS• 0.1249552E .. Ol 

M6 AR• -o. 6585 OW STAT: 0.9598 

FSTATC 15• 2121= 0.9550772E+OZ 

RHO: 0.52760842 

Rho-corrected 

EQN NO. 1 227 OBSERVATIONS 
DE P VARl 1151: APREC 
INDEPENDENT VARC SJ: 16 
Vl S) IN XPX•U5 M• 98 
DETERMINANT• 0.4253982£-07 
RtiO• 0.5276084E+OO 
rc 2281• o.702272oE+OO 

INDEP.VAR. REGR.COEFF. 

'115) 

c 991 CONS -0.678183E +01 
1100) WDAYS 0.241t089E +00 
C lOU DFHF 0.135632E+OO 
c 102) 8/Z*30 o.574096E+OO 
(1031 ACRT-3 0.46013~E+Ol 
( 1041 PROOF -O.l29591E +01 
( 1051 AOAlX 0.514892E-Ol 
(106) SWANTS -0.350103E+01 
'1071 CHP992 0.2001t25E +01 
• 1081 DldNRF ' O.llt7208E+00 
c 109) DXHT -0.506023E +01 
'1101 121720 -0.19236 7E+Ol 
( uu CC*RCM 0·1 79261E +00 
c 112) RJ•P77 0.235158E+00 
( 113) RECRT• 0.218949E+01 
( 1141 CC*Q-1 Oel66888E +00 

RSQBAR• o. 7648 RSQ• 0.7804 

2-> 228) 

STD.ERR. T-RATIO 

0.110141E+01 0.61570~E+01 
o. 21t7038E-01 o. 9 880o2E +01 
0.299711tE+OO O.Zit5396E+Ol 
0 .213071E.+00 0.210231E+01 
O.l24198E+Ol o. 370484E +01 
0.371lt03E+OO 0.343375E+01 
0.109024E-01 0.412212E+01 
0.587849E+OO Oe595566E+01 

. 0.636306E+OO o.3ltt9UE+01 
0 .5tt51t54E-01 0 .269881E +01 
O.ll3011E+01 O.lt4 71o6E +01 
0.603517E+OO o.3187ttltE+Ol 
0.217289E-01 O.B24990E +0 1 
Oell3024E+OO 0.208060E+Ol 
O.lt2850ltE +00 0.510962E•Ol 
0.387986E-01 O.lt30U9E+01 

SEE• O. 6251950E•OO SEEBAR"' 

TSS= 0.4040442E+03 IUS= 0.8872721Et02 FSTATC 15. 2111• 

MBAR• -0.4101 OW STAT: 1.8701 RHO: 0.0702~855 

MEAN 

o.3~3635E+01-

o.~72391E+OO 
O. 988693E+Ol 
0. 31tit967E+OO 
0.253571E+OO 
o. 3127581:+00 
0 .2497ZZE-D1 
0 a40979lE+OZ 
O. 208102E-D2 
0.520255E-02 
0 .U0294E-Ol 
0.11t5084E-03 
0.208102E-02 
0.208931E+OO 
o. 784523E-Ol 
0.48l067E-01 
0. 89527~E +00 

0. 648~659E+OO 

0. 499 8984E+ 02! 

~- -~----------
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a "30 + 1/3" program dunmy. [*] As the coefficient implies, its 

impact on applications is extremely modest, adding only 30 

applications per month for a 10 percent increase in the B/Z ratio. 

One employment term appears in the regression. The change in 

indexed high turnover employment (DXHT) bears a significantly negative 

relationship to the number of applications received. An analysis of 

the coefficient and the mean value of indexed high turnover employment 

(XHT) indicates that a 10 percent increase in the level of high 

turnover jobs would have reduced applications by an average of about 

500 throughout the period of analysis. Ho-wever, since the XHT level 

generally fluctuates seasonally with little secular trend, the 

variable appears to account for "cycling" between work and welfare. 

The remaining variables in the equation are institutional in 

nature. The coefficient on WDAYS suggests that an additional workday 

in a month is responsible for an average of 244 more applications. A 

three month lagged acceptance rate (ACRT-3) to proxy for an 

information diffusion process was also included in the regression. 

Its coeffici~nt indicates that an increase of one percent in recent 

acceptance rates leads to an additional 30 applications per month. 

The empirical result suggests that potential applicants obtain 

reasonably accurate information about their chances of being accepted 

[*] The imputed value of Medicaid is included in the denominator 
because of the large Medicaid-only population in New York. City. This 
non-welfare low income population has access to government paid 
medical care without the necessity of being in a cash allowance public 
assistance program. As such, Medicaid provides no greater incentive 
to apply f5r AFDC than to remain in low-paid work. 



onto the AFDC rolls and tend to apply in greater numbers when 

acceptance appears easier. 
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The ADA index is also a powerful variable in the applications 

equation. The coefficient implies that a 10 point increase in ADAIX 

boosts the number of applications about 500 a month, a result 

consistent with the hypothesis that during periods of liberal 

political attitudes, more people attempt to gain access to public 

assistance. Additionally, the anticipation of a strike (SWANTS) in 

1965 decreased applications by about 3,500, while the liberalization 

of state laws in 1968 (CHP992) was responsible for boosting 

applications by some 5,000 over a four month period. In terms of 

demographic characteristics, an increase of 1,000 female headed 

families (DFHF) results in an additional 800 applications. Given 

repeated applications as a result of work-welfare cycling, this does 

not imply that 80 percent of the new female headed families apply for 

AFDC. The proportion is likely to be much smaller, but the analysis 

cannot tell us by how much. 

One fitted dummy variable (12/720) was run in the regression to 

control for what appears to be a data aberation in the applications 

received variable. In December 1972 there were almost 2,000 fewer 

applications than would have been expected from the model. We could 

find no explanation for this substantial deviation from normal trend. 

Several specially constructed corrective action variables appear 

in the equation to proxy for specific administrative actions. A proof 

of identification program (PROOF), for example, was implemented in 

,.:July 1973. It required that applicants provide docllnentation of all 

- - - -- ------------------- ---------
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factors affecting eligibility. Similar to the APTITl variable in the 

Upstate model, PROOF reflects tightened application/verification 

procedures implemented statewide. This program was responsible for 

lowering applications by nearly 1,300 during the first month of its 

implementation with a declining impact over the remainder of the 

following 12 month period. 

In order to reveal the underlying nature of reapplication 

dynamics in New York City, a cases closed variable with a lag 

structure was tested in the applications equation. The best 

specification to emerge from several attempts to include such a 

variable was a cases closed term with a one period lag. The final 

variable used (CC*Q-1) only takes on non-zero values from April 1973 

to the end of the regression period in order to account for the fact 

that these reapplication dynamics were not present during the 

structural "regime" preceding the period of specific corrective 

actions.[*] As increased closing activity (resulting from tighter 

caseload controls attributable to both quality control efforts and the 

fiscal crisis) became a permanent feature of the AFDC program in New 

York City during the mid and late 1970s, a significant proportion of 

the cases closed returned to reapply for public assistance in the 

month immediately following their termination. The coefficient on 

CC*Q-1 suggests that, on average, 17 percent of all cases closed 

reapplied within a month. 

[*] This was determined on the basis of a statistically 
insignificant coefficient on the CACL-1 term in the short period 
regression (i.e., 1960-1973). 
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A second variable was designed to account for the differential 

impact on applications of the closings which occurred in specific 

months of mass recertification activity. The variable OC*RCM attempts 

to capture the impact of those closings on the number of applications 

received in the following month. Again, its coefficient indicates 

that nearly 18 percent of the cases closed during periods of active 

recertification return almost immediately to reapply for AFDC. 

The RJ*P77 variable enters the equation to capture the impact of 

an administrative directive which required the automatic rejection of 

cases with insufficient documentation of eligibility, rather than 

their placement into the applications pending category. Some 

applications which might have been deferred were being rejected 

because of insufficient information. At a later date, when the same 

persons provided full documentation, a new application was counted and 

accepted. The effect of this policy was to significantly increase 

both the number of applications received (because some applications 

were actually being counted two and possibly three times) and the rate 

at which applications were rejected (because rejections were inflated 

above their "normal" level). In order to statistically determine the 

impact of this policy on applications received, we constructed a 

variable containing the number of applications rejected during the 

period when the policy was operative. The empirical result indicates 

that this was a significant determinant of increased applications in 

1977 and early 1978. The coefficient suggests that, on average, about 

23 percent of the applicants rejected as a result of this directive 

returned with documentation of eligibility to reapply for AFOC. 
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Finally, the variable (RECRT*) attempts to measure the impact of 

increased mailout and recertification activity during the period of 

March 1977 to December 1978. The New York State Deparbnent of Social 

Services admits that these programs produce an unavoidable churning 

effect. As more cases are closed administratively, there tends to be 

a greater level of closing-opening cycling in the AFOC program. This 

naturally increases the number of reported applications. The 

coefficient on RECRT* suggests that the operation of this feedback 

mechanism resulted in almost 2,200 additional applications per month 

during the period. While we did not attempt to measure it, the 

administrative cost of handling this large number of reapplications 

may have been quite substantial. 

Processing Rate 

The processing rate regression for the AFOC-Basic component in 

New York City is presented in Table 6.2. The OLS regression indicates 

that approximately 83 percent of the variance is captured by the 

explanatory variables, with a standard error of just over eight 

percent of the mean value of the processing rate during the period 

under consideration. 

The first variable in the equation does no more than account for 

the relative size of the AFOC-Basic and AFOC-UF segments. CU/CR is 

simply the ratio of the UF caseload to the Basic caseload (lagged one 

month for statistical purposes). By including this variable, which 

accounts for the secular decline in the UF program, other factors in 

the regres~lon are left unconstrained to measure exogenous 
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Table 6. 2 
New York City AFDC-Basic: Final Processing Rate (Basic Segment) Equation 

(1st Stage) 

EQN NO. 1 211 OISERYAJIONS I 19-> 2281 
DEP YARC 911 PRORR 
INDEPENDENT YARCSI: 7 
VCSI IN XPX• 92 Me 92 
DETERMINANT~ Oe1J87006E-OJ 

INOEPeVARe 

I 91 

' 11 I JOI 
0 0 1 451 

I Ill 
0 I JJI 

' 191 l 5U 

CONS 
CU/~R 
WDAYS 
SIMPL6 
PHOTO 
SWANTS 
PRODMY 

MEAN 

0.702408E+OO 

0.708J09E+OO 0.629102!~01 lel12529E+02 O.li0000E+D1 
-O.J86887E+Dl Oe264151E+OO Oei46464E+02 Oe4987SZE-01 
o.auuoE-ooz o.286290E-02 0.28479ZE+01 0.209286E+OZ 
De 577113E-01 0. 141211 E-01 0. 389J78E+Ol 0 •• 07143 E+DO 0 

O.ll7688E+00 O.J6JOJJE•Ol Oei22403E+Ol OeZDZJilE-01 
De992708E-D1 O.SI7100E-11 0.169086E+Ol Oe476190E-02 

R SR. COEFF. STD. ERR. T•RATIO 

•Del20486E+OO 0.158.06E-Ol ·Oel60617E+Ol 0.857143E-Il 
0 RSQIM• o.azSJ RSQa O. IJil SEE• 0.5717JUE-Ol SEEIAR• leSBl!SlZJE-01 

tSS• o •• OS4SJ2E+Ol ISs- Oe6864579E+OO FSTlfl 6e ZOJI• O.l66D017E+IJ 

RHOI 1•11.11119 IIIAR• -..5731 DW STAT: ·o.JJ58 
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EQN NO. 1 209 OBSERVATIONS ( 2D-> 2281 
DEP YARI1001: PRORI 
INDEP.ENDENT VARISI: 7 
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I.S40419E-02 ° O.l03681E-D2 O.S21194E+Ol O.J47199E+OI 
o.l04630E+J0 0.3496,..E-01 0.299247E+01 0.718436E-01 
0.927334E-01 0.47l939E-01 0.19649~+01 O.J37279E-02 
O.l29798E+OO O.~JJSZE-01 0.533373E+01 O.J93597E-OJ 

-O.t32160E+DO e.221316f-Gl 0.600J16E+Ol O.l~ZI~lE-01 
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(administrative) influences on the actual processing rate. 

cne of the exogenous influences referred to above is the number 

of workdays per month {WQl\YS) • Its coefficient implies that an extra 

workday in a month boosts the rate at which applications are disposed 

by .0054. The introduction of simplified eligibility (SIMPL6) also 

increased the processing rate, but to a much greater extent. On 

average, over the period in question, the reduced verification 

requirements associated with simplified eligibility increased the 

processing rate by over 10 percentage points. Additionally, a photo 

identification program initiated in July 1971 {PHOTO) increased the 

rate at which applications were disposed {at least initially) by over 

nine percentage points. In a month when there were 5,000 cases 

availiable to be processed, this translates into an extra 463 

applications disposed. While the provision of ID cards may have 

slowed initial processing, it apparently expedited future 

reapplications and other social worker functions allowing a more rapid 

overall disposition of applicants. 

Of the final two variables in the equation, anticipation of the 

social worker strike in early 1965 {~) led to an isolated 

increase in the processing of new cases, While an unexplained 

phenomena possibly related to the increased verification requirements 

in AFDC intake (PRODMY) decreased the processing rate by an average 13 

percentage points between November 1974 and April 1976. 

Table 6.3 presents the results for the UF processing rate. This 

equation has no particular importance for the Basic program, but is 

required for mathematically reconstituting the caseload identity Which 
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Table 6. 3 
New York City AFDC-Basic: Final Processing Rate (UP Segment) Equation 

(1st Stage) 

EQN NO. 3 210 OBSEitV&TIONS & - 19-> 2281 
DEP YARC llJI PRORU 
INDEPENDENT YARISJI · 5 
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is used in simulating the AFOC-Basic program. It is included here 

only for inspection purposes. 

Rejection Rate 

The rejection rate equation is found in Table 6.4. In the New 

York City model this rate takes on added significance because its 

complement' (the acceptance rate) appears as a major factor in the 

applications equation. Hence, it affects the final caseload through 

t'W'O components of the model. Moreover, because it is one of the t'W'O 

dependent variables that are most directly affected by corrective 

action activity it is especially critical to gain a thorough 

understanding of its determinants.[*] 

The participation enters this equation non-linearly with a one 

period lag through t'W'O variables -- C/F-1 and this value raised to the 

1.6 power (1.6C/F).[**] The non-linear specification of the 

participation rate indicates that rejection rates tend to rise more 

than proportionally as program participation reaches high levels. At 

high participation rates the pool of non-participating eligibles 

becomes increasingly exhausted, with the remaining applicants more 

-----------
[*] Although applications are often affected by corrective 

action activity, it is usually more indirectly than the way in which 
the rejection and closing rates are affected. As indicated in an 
earlier section, it is usually through some type of feedback mechanism 
that specific correction action policies affect applications received. 

[**] The participation rate was lagged one month so that for 
simulation purposes it could be endogenously determined along with the 
caseload and at the same time be predetermined for simulating the 
rejection rate. 'lbe power on the non-linear term was determined using 
maximum likelihood estimation techniques. 
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Table 6. 4 
New York City AFDC-Basic: Final Rejection Rate Equation (1st Stage) 

EQN NO. 2 . 228 OSSERVATIONS 
OEP VARC lOt: REJR T 
INDEPENDENT VARCSt: 11 
VCSt IN XPX• 98 ~· 98 
DETERMINANT• Oe6240219E-04 

INDEP.VAR. REGR.tOEFF. 

lOt 

c u CONS 0.120 llltE+Ol 

' 33t PHOTO -O.l58395Et00 

' Ht PRUOF 0.452846E-Ol 

• 391 SWANTS -0.575473E-Ol 

' 521 lZ/72D 0.122767E+00 
( 261 C/F-1 -0.303699E+01 

' 981 1e6C/f Oe209381E+Ol 

' au POl77 O.ll2494Et00 

' 621 T IT4D D.499616E-Ol 
c 351 CH8184 o. 2 3652 3E- 01 

' ~ZJ .. KLOAD -o.SU029E-o2 

ASQ6AR• 0.9304 RSQ• 0.9334 

1-> 228j 

STD.ERR. T-RAUO 

0.213076E-Ol 0.56465ZE+OZ 
O.l65394E-Ol 0.957679E+Ol 
o. J80268E-02 0.58037ZE+Ol 
o. 2 51 869E-Ol 0.228481E+Ol 
0.254256E-Dl Oelt82dlt9E+Ol 
0.865317E-Ol 0.350943E+02 
o. 651569£-01 o.321349EtOZ 
0.847607E-Q2 D.132719E+OZ 
O.lZ8292E-Ol 0.3 89438E +01 
o. 600299E-02 0.391t009E+Ol 
0 .146696E-02 O.Jit8358E+Ol 

SEE• Oe2444706E-01 SEEBAR• 

TSS• 0.20469UEt01 RSS• O.l362662E+OO FSTATI 10, 2171• 

.. AR• _,O.ll41t QW STAT: o. 7617 AHO: 0.62292211 

Rho-corrected 

EQN NO. 2 227 OBSERVATIONS 
DEP VARIUOI: REJRT 
INDEPENDENT VAR( Sl: 11 
VI St IN XPX•UO H• 98 
DETERMINANT• Oe9232113E-Oit 
RHQa 0.6229222E+OO 
Yl 228J• 0.70l.2726E+OO 

INDEP.VAR. REGR.tOEffe 

.c llOJ 

( 99J CONS O.l19597Et01 
'1001 PtllTD -o .t4o4& se +DO 
I lOU PROOF 0.5071UE-Ol 
c 102) SWANTS -0.683143E-Ol 
Cl03J l21f2D Oell7014E+OO 
'1041 C/f-1 -0.300339E+Ol 
1105, l•fiC/F 0.206791E+01. 
C106J POL 77 o. 9 5653 5E-o 1 
non T1T4D 0.3 5048ZE-01 
( 1081 CH8781t Oe240l81E-Ol 
C109J WKlOAD -o .. 526847E-OZ 

2-> 228) 

STD. ERR. 

0.424566£-01 
0. Hij020E-Ol 
O.ll7930E-01 
0 .1658UE-D 1 
Oe169343E-Ol 
0.110449E+OO 
0 .l21974E•OO 
0 .lZ3480E-01 
O.llt5712E-Ol 
0 .101071E-01 
Oe992782E-03 

T-RATJO 

O.ZB1693E•OZ 
O. 5 906l8E +01 
o.HoOUE+Ol 
0.4U995E+01 
Oe809094E•Ol 
o.1toZ04Et02 
O.l61588f*OZ 
0.774649E+Ol 
0. 240412E •Ol 
0.237635E•01 
0.530b78E+01 

MEAN 

0.336244E+OO 

O.lOOOOOE+Ol 
O.l86401tE-Ol 
0 • 526316E-01 
0.4~8596E-D2 
Oelt38596E-OZ 
0.7821t23E+OO 
O. 718411Et00 
Oe438596E-Ol 
Oel75439E-D1 
0 .625000E-D 1 
O. 3 73521E+OO 

0.2505903E-Dl 

o. 3042705E+03, 

MEAN 

0.125791E+OO 

0.317078E+OO 
o. 705982E-DZ . 
0.199336£-Gl 
0 .1661lttE-02 . 
O.l66l14E-D2 
0.29689fiE•OO 
0.273112E+OO 
0.166ll4E-Dl 
0.664454E-OZ 
0 .236712E-01 
O.U1637E+OO 

RSQBAR• 0.7931 RSQ• 0.8023 SEE• 0.1904616E.-,Ql SEEBAR• O.l95Z511E-D1 

TSS• 0.4164751E+OO RSS• 0.8234568E-Ol 

MBAR• -0.0636 OW STAT: 1.8855 

FSTAT( 10, 2161• 0.8764510E+02 

RHO: 0.05913597 
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likely to be only marginally eligible or completely ineligible for 

assistance. This naturally leads to a higher rejection rate. In New 

York City, at a participation rate of 85 percent, an increase of 5 

percentage points to 90 percent would increase the rejection rate by 

only .25 percentage points, whereas an increase in participation of 10 

points to 95 percent would boost the rejection rate by 1.02 percentage 

points. 

The remaining variables in the rejection rate equation are used 

to proxy a number of administrative factors. In direct contrast to 

its impact in the AFDC-Basic processing rate equation, the photo 

identification program had a negative and extremely powerful effect on 

the rejection rate. Perhaps the additional "hassle" that this program 

imposed on potential recipients precluded marginally eligible familes 

from applying for AFDC altogether, or perhaps it acted to reduce the 

amount of attempted fraud. In any case, the program was responsible 

for about a 14 percentage point decline in the rejection rate over a 

several month period. 

Anticipation of the social workers strike in 1965 also 

effectively reduced the rate at which applications were rejected. The 

coefficient on the SWANTS term indicates that the rejection rate was 

nearly seven percentage points lower than the historical average as a 

result of anticipation of the strike. Apparently, the extra 

processing of applications a month before the work action was 

partially accomplished through lower acceptance standards. 

CH8784, a dummy variable to account for changes in state law 

restricting eligibility, also had a significant impact on the number 
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of rejections. Its effect was to increase the rejection rate by an 

average of nearly two and one half points. in the first three months, 

and even more during several of the remaining nine months that it was 

in effect. 

The exponential workload tenn (WRKLOD) appears in the equation to 

test if, in fact, as the workload of the welfare department increases, 

the intensity with which eligibility requirements are applied 

declines, ultimately lowering the rejection rate. The coefficient of 

.0053 suggests that the phenomenon exists, but that it is not overly 

powerful. 

Three corrective action variables enter the rejection rate 

equation directly. First, the proof of identification program (PROOF) 

instituted in New York City in 1973 exerted a powerful influence on 

the number of rejections. The tighter application procedures were 

responsible for boosting the rejection rate by five points in the 

first month that the policy was in effect, with a declining impact 

over the following eleven months. 

The start-up of Child Support Enforcement (TIT4D) in 1975 also 

acted to increase the rate at which applications were rejected. In 

August 1975, New York's DSS implemented various provisions of Title 

IV-D of the Social Security Act. Each social service district in the 

state was required to establish a Child Support Unit. Clearly, at 

that time a great deal of emphasis was placed on the problem of absent 

parents, a leading cause of ineligibility in New York City according 

to the DSS, and a significant increase in the rejection rate occurred 

for a period of a few months. In a sense, the IV-D program start-up 
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reflected a general administrative tightening Which led to a greater 

number of rejections. The coefficient indicates that this tightening 

raised the rejection rate by about 3.5 percentage points. 

Finally, an administrative policy implemented in 1977 (POL77) 

requiring the immediate rejection of cases with insufficient 

documentation of eligibility, rather than their placement into the 

applications pending category, had a significant and positive impact 

on the rejection rate. Some applications Which should have been 

deferred for later action on eligibility determination were being 

rejected because of insufficient information. The coefficient 

indicates that on average, this boosted the rejection rate by over 

four points for much of the year. The rejected applicants were 

directed to return at some later date When they could provide full 

documentation of eligibility factors. When they did return with the 

appropriate documentation, a new application was counted and accepted. 

In 1978, an administrative decision to reduce the number of rejections 

occurring as a result of this policy led to the return of a "normal" 

rejection rate. Following this decision, the Income Maintenance 

Division conducted staff training to ensure that applicants lacking 

documentation but having prima facie eligibility were deferred (put in 

the pending category) for a time long enough for them to submit the 

required documentation. 
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Closing Rate 

The one remaining component of the caseload identity to examine 

is the closing rate. The final OLS and rho-corrected regressions for 

this equation are presented in Table 6.5. The first stage regression 

indicates that approximately 80 percent of the variance in the 

dependent variable was explained by the right-hand-side variables. 

The equation contains employment opportunity and institutional 

variables, but in contrast to most of the other models it does not 

contain a significant welfare benefit variable. 

The natural log of the unemployment rate (LNURT) appears in the 

equation to evaluate the employment opportunity theory. The log 

specification was decided upon for several reasons, not the least of 

which was purely intuitive. Because we believe .! priori that a one 

point change in the unemployment rate will have a very different 

impact on closings at different levels of unemployment, we chose to 

rely on a non-linear specification of UNRTE to evaluate the employment 

opportunity hypothesis. Clearly, if a linear relationship is assumed, 

an increase in unemployment from five to eight percent will have the 

same impact proportionally as an increase from nine to twelve percent. 

However, with this type of specification the size of the "welfare 

prone" population will be overestimated at extremely high levels of 

unemployment. This naturally flows from the assumption that at high 

rates of unemployment "marginally" unemployed families are more likely 

to be ineligible for AFOC due to a mmber of factors - primarily those 

involving family composition (the family is intact with the male wage 

earner unemployed) and alternative sources of income (e.g., asset 
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Table 6. 5 
New York City AFDC-Basic: Final Closing Rate Equation (1st Stage) 

EQN NO. 1 120 OBSERVATION$ ( 109-) 2281 
DEP VARI 151: CLORT 
INDEPENDENT VAIU SJ: 9 
VCSI IN XPX• 98 M• 9~ 
DETERMaNANT• Oe2.S8457E-07 

.INDEP.VAR. REGReC.OEFF. STD. ERR. T-RATJO MEAN 

' 151 o.2U&5&E-D1 

I ·U - tONS Oe617843E-Ol 0.89ll16E-02 0.691784E.Ol 0.100000E+01 

' 451 WDU'S O.ltl971t5E-03 0.252166E-03 Oel 73973E •01 Oe209250E+02 
I 921 LUNRT -o .68987lE-OZ 0.186691£-02 0.369526E •01 0.198191E+01 

' 6U tH811 -0.6851t95E-OZ O.l95618E-OZ 0.3501t26E-t01 o • nnue-o 1 
I 621 TIT4D -0.667091£-02 0.210002E-DZ 4e3l7660E+Ol 0.333333E-01 
I ltlt I ADUX -o'.t35Z77E-03 O.lt3122.3E-Oit 0.313701tE+01 Oe81t571t2E+02 
I 901 7/lJD -o. U7tYtltE-OZ Oe389020E-DZ O.l89et67Et01 0 .83U33E-02 
c 841 RCM 0.9 79533E-02 0.120589£-02 0.81229ZE+01 Oe100000E+OO 

' "-11 UCRATE -4.1 ll084E-02 0 .Uit286E-03 ~.U7653E+02 O. U7027E+02 

RS~AR• Oel89l' RSQ• 0.8033 SEE• D.36TJS80E-42 SEEBAR• 0.381960c.E-02 

rs s- o.a232677E-OZ RSSa 0.1619423£-02 fSTATC a, 111J•·O.S666148E+02 

MAR• -0.2576 ow STAT: le3755 RHO: 0.31960250 

Rho-corrected 

EQN NO. 1 119 OBSERVATIONS I llG-> 2281 
DEP VARU08J: CLOK T 
INDEPENDENT VARCSI: 9 
VISI IN XPX•l08 "• 98 
DETERMINANT• 0.8754638E-07 
RHOa Oe3196025E+OO 
YC 2281• 0.7022726E+OO 

INDEP.VAR. REGR .COEFF. STD. ERR. T-RATIO MEAN 

Cl081 0 .l.,.35ZE-Dl 

' 991 CONS 0.60Zit74E~01 0.105721tE-Ol o.569857E+01 0.680397E+OO 
'1001 WDAYS O.ltlt3483E-03 0.215063E-03 O.Z062UE+01 o.U2l14E+02 
C10U LUNRT -o.6l131t1E-02 O. 246 80 9E-02 o.2sotZ9E+01 O.l35255E+Ol 
c 1021 CH811 -o.584976E-DZ 0 e23l599E-OZ o.z 50418E+O 1 o.zznose-01 . 
11031 · T IT40 -0.666923£-02 0.246148E-OZ 0.270944£+01 o.zznose-01 
'1041 ADA IX -O.l39070E-03 Oe595154E-Oit o .233611 i: •01 O.S7•U05Et02 
'1051 7/770 -o.10301t2E-D1 0.34968 6E-DZ o.z 91t669E +0 1 O.S7176ZE-OZ 
11061 RCM o.a 75.536E-OZ Oal07530E-02 O.B11t226E+01 0.6861l5E-Ol 
'107) QCRATE --O.l686TlE-02 0•165921£-03 0.101661£.0? 0.995021E-t01 

RSQBAR• o. 7013 RSQ• o. 7215 SEE• 0.3487149E-02 SEEBAR• o.36Z7001E-oz 

TSS• O.Sl96062E-02 RSS• 0.1447065E-02 FSTAT& a, 1101· o.J562Z92E+02 

MBAR• -0.1951 OW STATI 2.0395 RHO& -0.014177~4 
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related and non-public assistance transfers such as UIB and SSI). The 

coefficient on LNURT indicates that an increase in the unemployment 

rate of four percentage points from 5 to 9 percent would decrease the 

closing rate by .36 percentage points. A further increase in the 

unemployment rate from 9 to 13 percent would continue to lower the 

closing rate, but only by .23 percentage points. 

The Americans for Democratic Action index (ADAIX) was entered in 

the equation to investigate whether this measure of political 

attitudes was correlated with the rate at Which cases were closed. 

The regression indicates a small but statistically significant impact 

on the number of closings. The coefficient implies that with a. 

caseload of 250,000 in New York City, a ten point increase in ADAIX 

would result in 350 fewer closings. 

The number of workdays per month and an illegal aliens ruling are 

the two remaining factors in the closing rate equation excluding 

corrective action related variables. The coefficient on ~YS 

suggests that with a caseload of 250,000 an additional workday would 

result in almost 110 more closings, while the initial impact of a 

liberalized policy with respect to illegal aliens (CH8ll) resulted in 

a decline of over one half of a point in the closing rate. 

Several specially constructed corrective action variables enter 

the closing rate equation. One in particular was designed as a proxy 

.for administrative tightening in general, rather than a specific 

corrective action measure. The quality control ineligibility rate 

(QCRTE) is meant to proxy for the existence of a host of undocumented 

administrative policies aimed at increasing the number of closings, 
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particularly during the City's fiscal crisis. Because it would have 

been impossible to identify each and every policy that might have had 

a direct impact on the rate at which cases were closed, it was judged 

that the ineligibility rate would be an acceptable proxy for the 

administrative tightening that resulted from the emphasis placed on 

quality control. 

The negative sign on the coefficient is fully consistent with 

what we originally hypothesized. It implies that during periods of 

high ineligibility rates (e.g., in early 1973) the New York City 

welfare administration was placing less emphasis on the removal of 

ineligibles from the caseload. In contrast, during periods of low 

ineligibility rates, the administration (through a score of 

undocumented policies, ranging from supervisory pep talks for case 

workers to a significantly enlarged commitment to personnel training) 

was working intently on "cleansing" the caseload of any ineligible 

recipients. The coefficient suggests that a one point decrease in the 

ineligibility rate is correlated with an increase of .0017 in the 

closing rate. 

The second corrective action variable appearing in the closing 

rate equation (RCM) attempts to capture the impact of specific periods 

of recertification and mailout activity. It proves to be a powerful 

factor in explaining much of the sharp and isolated variation in the 

closing rate. Obviously, the increased recertification activity, 

consisting of more frequent face-to-face contact between worker and 

client as well as mailed questionnaires to recertify the entire 

caseload, served its intended purpose of increasing the number of 
I 
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closings. By acquiring information relating to the changing 

circumstances of recipients in a periodic manner, the Department 

maintains that it has been able to "cleanse" the caseload of many 

ineligible recipients that would have continued to receive aid. 'Ibe 

coefficient on RCM implies that on average, during these periods of 

recertification, the closing rate was nine-tenths of one percentage 

point higher than it would have been in the absence of these 

activities, or about a 40 percent increase over the mean value of the 

closing rate during the period under study. 

The implementation of various provisions of Title IV-D (Child 

Support and Enforcement) of the Social Security had an impact on the 

closing rate that was quite different from that which it had on the 

rejection rate. While TIT4D acted to boost the rejection rate, 

probably because it increased the amount of scrutiny with which intake 

workers applied the various eligibility criteria, (especially with 

respect to absent parents), it had the completely opposite effect on 

the closing rate. It is reasonable to suspect that while the DSS was 

concentrating on matters relating to absent parents and child support 

in the application procedure, it inadvertently neglected the 

termination process. During the three month period when Title IV-D 

was implemented and highly visible, the closing rate fell by an 

average of nearly two-thirds of one point. 

Finally, in July 1977 (7/77D) the closing rate fell sharply, by 

more than one full point. We suspect that this may have been a 

reaction to the abnormally high closing rate of the previous months, 

but this is pure conjecture. 
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The preceding five equations, those necessary to simulate the 

AFDC-Basic caseload in New York City, indicate that there has been an 

ongoing program of corrective action in this jurisdiction. Variables 

constructed to capture various elements of this program appear in all 

equations except the two processing rates (Basic and UF). 

Interestingly, several of them attempt to measure indirect feedback 

mechanisms that result from policies designed to directly increase 

closings and rejections. But only by simulating the caseload with 

these equations can we determine what their actual impact has been on 

caseload and expenditures levels. The following section presents 

these simulations. 



194 



~York City 

Simulation Results 

195 

As the preceding regression results indicated, several corrective 

action variables appear in the individual component equations of the 

New York City AFOC Dynamics model. Several of them were designed to 

capture indirect feedback mechanisms resulting from corrective actions 

intended to directly increase closings and rejections. Three 

variables designed to capture such feedback mechanisms appear in the 

applications equation. CC*RCM and CC*Q-1 measure increased 

applications that resulted from increased corrective action-related 

closings, while RJ*P77 measures increased application activity 

resulting from a 1977 administrative directive requiring complete 

documentation of all factors affecting eligibility. A variable 

designed to capture additional turnover or "churning• within the 

program (RECRT*} during a period of increased recertification activity 

also appears in the equation. Finally, a policy requiring increased 

verification and documentation of eligibility factors during 1973 and 

1974 is proxied by the variable PROOF. It indicates that the policy 

had a powerful dampening effect on applications. 

The variable PROOF also appears in the rejection rate equation. 

Here it measures the policy's direct impact on rejections. The POL77 

term appears in the equation to capture the impact of tile 1977 

rejection rate policy requiring total documentation of all eligibility 

fact9rs. Finally, TIT4D measures the effect of the implementation of 

Title IV-D child support provisions. 
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The closing rate, the final equation of the system, incorporates 

four corrective action variables. TIT4D appears in the regression, 

but in contrast to its impact on the rejection rate, it actually 

reduced the closing rate. The quality control ineligibility rate 

(QCRTE) entered the regression to proxy for a general administrative 

tightening within the AFDC program. Specific periods of active 

recertification and mailout activity are represented by the term RCM. 

And finally, a one period dummy variable (7/77D) captures a sharp 

decline in the closing rate in an isolated period. In the next 

sections we examine the impacts of all of these corrective action 

variables in a dynamic simulation model. 

Cases Receiving Assistance 

Table 6.6 presents simulated estimates of cases receiving 

assistance at three points in time. A comparison of actual cases 

receiving assistance and our best regression estimate (provided by the 

PSS simulation) indicates the accuracy of the PSS model. In December 

1974, there is virtually no error between the PSS estimate and the 

actual. By December 1976, the error approaches only one percent of 

the actual caseload, and by the end of the simulation period we see 

just over one percent error in the full model. This accuracy is 

depicted graphically in Figure 6.1. The differential between 

simulations (0) and (2) represents the difference between the actual 

caseload and our best simulated estimate of the caseload. 

Table 6.6 and Figure 6.2 also indicate the effects of corrective 

action and structural change on the number of cases receiving 



Table 6.6 

S:i.uulation Results 
New York City 

Cases Receiving Assistance 

S:im.llation at 12/74 
(18 llDilths) 

Actual 242,660 

Present Structure (PSS) 242,907 
Pre - fl:,/CA Structure (Pre - fl:,/CA) 241,008 

Present Structure - No fl:,/CA 256,858 
(PSS - No fl:,/CA) 

(1;/CA And Structural Impacts 

Due to f1:./CA and Structure +1,899 

% PSS (+0.8%) 

Ilie to Structure +15,850 

% PSS (-+6.5%) 

Due to f1:./CA -13,951 

% PSS (-5.7%) 
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at 12/76 at 12/78 
( 42 llDilths) (66 nxmths) 

253,250 238,068 
255,518 240,444 
293,831 296,566 
303,792 315,690 

-38,313 -56,122 
( -15 .Oio) (-23.3%) 

+9,961 +19,124 
(+3.9%) (+8.0%) 
-48,274 -75,246 

(-18.9%) (-31.3%) 
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Figure 6.2 
C'.culterfactual Sim.Jl.ation: New York City 

Inpact of All Corrective Action Variables on Cases Receiving Assistance 
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assistance. The table indicates that by December 1974, had no change 

occurred in underlying structural relationships, and had no corrective 

actions been undertaken, there would have been about 11 900 fewer cases 

receiving assistance than the PSS indicates. Corrective action itself 

reduced the potential caseload by about 13,950 cases, while structural 

changes that actually occurred resulted in 15,850 more cases than the 

Pre-QC/CA simulation predicted. This leaves a net impact of only 

1,900 cases. In this case, the corrective actions were only 

sufficient to offset the simulated increase in the case1oad due to 

apparent heightened sensitivity to factors such as higher unemployment 

rates. 

By December 1976 1 the difference in caseload between the PSS and 

Pre-QC/CA simulations had grown to over 38,300 cases. The difference 

solely attributable to changing structural relationships declined to 

about 9, 960. Corrective action, on the other hand, was responsible 

for reducing the potential caseload level by nearly 48,300 cases, or 

about 19.percent of the PSS estimate. Finally, by the end of the full 

simulation period the difference between the PSS and Pre-QC/CA 

simulations was 56,122 cases. Changes in underlying structural 

responses resulted in a caseload some 19,125 cases higher than the 

Pre-QC/CA simulation predicted. However 1 this was much more than 

offset by the caseload reduction impact of corrective action. Had 

corrective action never been undertaken, there would have been nearly 

75,250 more cases receiving assistance than the PSS predicted. This 

represents almost one-third (31.3 percent) of the PSS estimate of the 

caseload for December 1978. The difference between simulations (2) and 
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(3) in Figure 6.2 depicts graphically the impact of all corrective 

actions on cases receiving assistance. Simulation (1) indicates What 

the caseload would have been had the Pre-QC/CA relationships held and 

no corrective actions been undertaken. Simulation (2) represents our 

best estimate of actual caseload, and simulation (3) indicates What 

the caseload would have been had no corrective action been taken. 

Corrective actions were therefore responsible for reducing the 

caseload from (3) to (2), While structural change that occurred 

boosted the simulated caseload from (1) to (3). 

From the preceding it is clear that the corrective actions 

undertaken in New York City had an extremely powerful impact on the 

City caseload. However, the caseload estimates do not indicate how 

the 31 percent reduction in potential caseload growth was 

accomplished. By analyzing the impact of corrective actions (and 

structural change) on the two basic components of the caseload 

identity we can show how this extraordinary caseload reduction was 

actually achieved. 

Cases Added 

Table 6.7 presents the impact of structural change and corrective 

action on the cases added component of the caseload identity. It 

indicates that over the initial 18 month simulation period ending in 

December 1974, had no corrective actions been implemented and no 

structural changes occurred, there would have been about 7,180 ~ 

additions to the AFDC-Basic caseload. Of the total difference between 

the PSS and Pre-QC/CA simulations, different structural relationships 



S:im.llation 

Actual 
Present Stnleture (PSS) 

Table 6.7 
Simulation Results 

New York City 

· Cases Added 
Om1]ative 
to 12/74 

~18 tlalths) 
93,354 
89,964 

Pre - fi:./CA Structure (Pre - ~/CA.) 

Present Stnleture - No ~/CA. 
97,147 
94,143 

(PSS - No ~/CA.) 
rf,/CA And Structural Impacts 

ll1e to f1:./CA and Stnleture -7, 183 
% PSS (-8.0%) 

Due to Structure 
% PSS 

lbe to ~/CA. 
% PSS 

-3,004 
(-3.3%) 
-4,179 

(-4. 7%) 

Ctnulative 
to 12/76 

(42. mJnths) 

259,258 
262,854 
246,091 
237,077 

+16,763 
(+6.4%) 
-9,014 

(-3.4%) 
+25,777 
(+9.8%) 

202 

ClJiul.ati ve 
to 12/78 

( 66 tlalths) 

455,505 
458,693 
375,582 
361,859 

+83,111 
(+18.1%) 
-13,723 
(-3.0%) 
+96,834 

(+21.1%) 
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accounted for about 3,000 fewer additions, while corrective actions 

resulted in 4,179 fewer cases being added (or 4.7 percent of the PSS 

estimate of openings). 

<Ner the longer 42 month simulation period the impact of both 

changing structural relationships and corrective action was 16,763 

cases. Had no change in structural relationships occurred, there 

would have been over 9,000 more openings in the program. 'Ibis 

difference was, however, offset by an increase of 25,777 (or 9.8 

percent of the PSS estimate) openings attributable to corrective 

action. ·Through the many feedbacks that operate in the New York City 

equation system, corrective actions themselves actually acted to boost 

the number of cases added. · These feedback mechanisms will be analyzed 

more closely in a later section. 

Finally, by the end of the entire simulation period, had no 

change whatsoever occurred in the caseload generating function, there 

would have been about 83,100 fewer additions than the PSS indicates. 

Of this difference, corrective actions were responsible for 96,834 

additional openings (21.1 percent of the PSS estimate), while changes 

that occurred in underlying structural relationships resulted in 

13,723 fewer additions. Again it was the operation of various 

feedback mechanisms in the model that acted to increase openings 

relative to what they would have been in the absence of corrective 

action activities. 
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Cases Subtracted 

Table 6.8 presents estimates of cumulative cases subtracted over 

three discrete periods.. As we have done for all of the models in the 

study, the impacts of structural change and corrective actions are 

parceled out via comparisons of the three basic simulations. 

The table indicates that over the first 18 months of the 

simulation period, had no change occurred in the underlying 

relationships between dependent and independent variables and had no 

corrective actions been initiated, there would have been 9,062 more 

cases closed than the PSS indicates. Changing structural 

relationships were responsible for a difference of about 18,680 

closings. This was offset, however, by an increase of 9,624 closings 

(10.8 percent of the PSS estimate) that resulted from corrective 

action alone. 

By December 1976, had the Pre-QC/CA structure continued from 1972 

and no corrective actions been undertaken, there would have been over 

54,500 fewer cases closed than the PSS indicates. Corrective actions, 

however, acted to boost closings by about 73,350 or 29.3 percent of 

the PSS estimate. Changing structural relationships were responsible 

for 18,834 fewer closings, leaving a net increase of over 54,000 

additional closings. 

OVer the full simulation period ending in December 1978, the 

difference between the PSS and Pre-QC/CA simulations was 137,355 

cases. The structural changes that occurred between 1972 and 1978 

were responsible for about 32,200 fewer case closings in the PSS-No 

QC/CA simulation relative to the Pre-QC/CA simulation. Put another 



S:imllation 

Actual 
Present Structure (PSS) 

Table 6.8 
Simulation Results 

New York City 
·Cases ·Subtracted 

Um.t1ative 
to 12/74 

(18 IOOnths) 
92,469 
88,825 

Pre - ft;/CA Structure (Pre - QC/CA) 97,887 
Present Structure - No QC/CA 79,201 
(PSS - No ft;/CA) 

QC/CA And Structural Impacts 

Due to QC/CA and Structure -9 062 , 
% PSS (-10.2%) 

Due to Structure -18,686 

% PSS ( -2l.r:J%) 

DJe to ft;/CA +9,624 
% PSS (+10.8%) 
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Clmllative <l.mulative 
to 12/76 to 12/78 

( 42 IOOnths) (66 months) 
248,867 464,624 
250,232 465,505 
195,710 328,150 
176,876 295,941 

+54,522 +137,355 
(+21.8%) (+29.5%) 
-18,834 -32,209 
(-7 .5%) (-6. 9%) 

+73,356 +169 ,564 
(+29.3%) (+36.4%) 
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way, had no changes occurred in the individual parameter estimates of 

structural variables like B/Z and UNRATE, there would have been 32,200 

more cases closed than the PSS-No r;t:;/CA simulation indicates. O'l the 

other hand, had no corrective actions been undertaken there would have 

been about 169,560 fewer cumulative closings in AFOC. Corrective 

actions were therefore responsible for boosting closings by 36.4 

percent of the PSS estimate. 

Expenditures 

Table 6.9 and Figure 6.3 present the basic simulations for AFOC 

expenditures in New York City. As we noted in the Upstate simulation 

results, it was necessary to make a major assumption in estimating 

AFDC expenditures: each case that is affected by corrective action 

through any component of the model is assumed to receive the actual 

average expenditure for all cases. This is a crucial assumption 

because cases that are rejected or closed as a result of corrective 

action might be expected to receive only marginal amounts of aid 

(because they may be more likely to be at the margin of eligibility). 

The table indicates that in the absence of both structural change 

and corrective actions, AFDC expenditures would have been only 

$286,000 less than the PSS indicates by December 1974. However, when 

we analyze the individual impacts of structural changes and corrective 

action, we see that their individual impacts were large, yet cancelled 

each other out, yielding a net difference of only $286,000. While 

underlying structural changes that occurred in the program actually 

boosted simulated expenditures by about $47.0 million, corrective 



Simtlaticn 

Actual 
Present Structure (PSS) 

Table 6.9 
Simllaticn Results 

New York City 

Expenditures (in thousands) 

Qm,]ative 
to 12/74 

(18 m:nths) 
$1,389,914 
1,379,139 

Pre - f1:./CA Structure (Pre - QS;/CA) 
Present Structure -No QS;/CA 

1,378,853 
1,425,840 

(PSS - No QS;/CA) 
QC/CA And Structural Impacts 

D.1e to cy;/CA and Structure $+286 
% PSS (+0.02%) 

D.1e to Structure 
% PSS 

llle to cy;/CA 
% PSS 

-+46,987 
(+3.4%) 
-46,701 
(-3.4%) 

Clm.llative 
to 12/76 

(42 mmths) 
$3,479,048 
3,485,025 
3,639,352 
3,784,019 

$-154,327 
(-4.4%) 

+144,667 
(+4.2%) 

-298,994 
(-8.6%) 
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Omtlative 
to 12/78 

(66 toonths) 
$5,549,693 
5,606,769 
6,168,877 
6,431,912 

$-562,108 
(-10.0%) ) 
+263,035 

(+4. 7io) 
-825,143 
(-14.7%) 



Figure 6.3 
Chlnterfactual Sim.llation: New York City 

!Dpact of All C'mrective Action Variables on Expenditures 
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actions reduced simulated expenditures by $46.7 million or 3.4 percent 

of the PSS estimate for the 18 month period. 

By December 1976, 42 months out in the simulation period, had 

structural change not occurred and corrective actions not been 

implemented, AFDC expenditures would have been about $154.3 million or 

4.4 percent more than the PSS estimate. Changes in underlying 

structural relationships were responsible for increasing expenditures 

by $144.7 million. This was offset again, however, by an expenditure 

reduction of $299.0 million (8.6 percent of the PSS estimate) 

resulting from cor~ective actions. 

By the end of the full 66 month simulation period, the difference 

between PSS and Pre-QC/CA simulations was about $562.1 million. 

Corrective actions alone acted to reduce expenditures by a total of 

$825.1 million (14.7 percent of the PSS estimate of total AFDC 

expenditures) over the five and one-half year period. Note the 

differential between simulations (2) and (3) in Figure 6.3. The total 

reduction attributable to corrective actions was tempered, however, by 

structural changes that occurred over the period. If the Pre-QC/CA 

structure had continued to the end of 1978, expenditures would have 

been $263.0 million less than PSS-No QC/CA simulation indicates. 

Structural changes in the caseload generating function were therefore 

responsible for increasing expenditures by the same amount. The 

differential between simulations (1) and (3) represents the difference 

in expenditures attributable to structural change alone. 
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Which Corrective Actions Did the Most? 

As we did for Upstate New York we can parcel out the individual 

impacts of the various corrective actions undertaken in New York City. 

With this method of analysis we can determine Which factors have been 

the most significant in reducing caseload and expenditure levels below 

What they would have been in the absence of corrective action 

activity. 

Cases Receiving Assistance 

Table 6.10 presents the individual impacts of the basic 

corrective action variables on cases receiving assistance for three 

points in time.[*] Additionally, Figures 6.4 through 6.8 graphically 

depict the impacts of these variables for the entire simulation 

period. 

The first corrective action variable evaluated in Table 6.10 

(PROOF) represents a policy implemented in 1973 requiring complete 

verification and documentation of factors affecting eligibility. 

Because the policy variable was operative for a period of only 12 

months, its impact on the caseload via the applications received and 

rejection rate equations was largest during the initial 18 month 

-----
[*] Because some of the corrective action policies directly 

affected the rejection rate or closing rate equations, and indirectly 
affected the applications equation, they are evaluated in ter.ms of 
their · net impacts. For example, the 1977 rejection rate policy 
(POL77) and its feedback counterpart (RJ*P77), as well as the specific 
period recertification variable (RCM) and its counterpart (OC*RCM), 
are evaluated as individual corrective actions in order to determine 
their net impacts. 



Table 6.10 
· Individual Corrective Action Impacts 

New York. City 
Cases Receiving Assistance 

CF/CA Variable 

1) PROOF 
2) TIT4D 
3) POL77 & R3*P77 
4) RCM & CC*RCM 
5) RECRT*, QCRTE, 

CC*0-1, 7 /77D 

Total (Ex:cluding Interactions) 
Interactions 

Total Impact 

at 12/74 
(18 months) 

-11,933 
0 
0 

-1,447 
-65 

-13,445 
-506 

-13,951 

at 12/76 
(42 months) 

-4,992 
+2,415 

0 
-3,556 

-40,594 

-46,727 
-1,547 

-48,274 
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at 12/78 
(66 months) 

-2,229 
+1,104 
-5,007 
-3,762 

-63,239 

-73,133 
-2,113 

-75,246 



Figure 6.4 
Comterfactual Simll.ation: New YOlk City 

!Dpact of Tightened Application Policy (PROOF) 
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period of the simulation. In Figure 6.4, the differential between 

simulations (1) and (6) denotes the impact of PROOF alone, while the 

differential between simulations (2) and (6) represents the combined 

effects of all other corrective action variables in the model. Had 

the policy never been implemented, there would have been about 11,930 

more cases receiving assistance in December 1974 than the PSS 

indicates. By December 1976, however, the impact of PROOF had 

declined to about 5,000 cases. That is, the tightened application 

procedures were responsible for reducing the caseload by about 5,000 

cases relative to what it would have been had the policy not been 

adopted. 

Finally, by the end of the simulation period, had the PROOF 

policy never been operative in the New York City AFOC program, there 

would have been about 2,230 more cases receiving assistance than our 

best model indicated. In a sense, this 12 month modified variable, 

represents an exogenous shock to the underlying structural and 

institutional determinants of both the applications and rejecion rate 

equations. Therefore, it is not surprising that its impact on the 

caseload five years after it was instituted is only one fifth the 

magnitude of its initial impact. 

The Title IV-D variable (TIT4D) entered both the rejection rate 

and the closing rate equations. However, because its negative impact 

on the closing rate dominated over its positive impact on the 

rejection rate, it was responsible for increasing the caseload by 

2,415 cases relative to what it would have been in December 1976 had 

the start-up of Title rv-D not occurred. Tb understand how this 
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variable acted to increase the caseload one must again consider the 

interactions in a caseload components model: because TIT4D reduced 

the measured closing rate, thereby reducing closings in the program, 

the simulated caseload was allowed to grow at a faster rate during the 

three month period that the variable was in effect. Although TIT4D 

also acted to raise the rejection rate, therefore reducing cases added 

and caseload for the three month period, this impact was clearly 

overpowered by the closing rate relationship. Thus, the caseload is 

lower in a simulation that omits TIT4D from the equation system than 

one in Which all corrective actions are operative. The differential 

between simulations (1) and (7) in Figure 6.5 represents the impact of 

this variable. 

As noted earlier, the 1977 rejection policy (POL77) requiring the 

automatic rejection of applicants lacking complete documentation of 

eligibility had a direct impact on the rejection rate as well as an 

indirect feedback effect on applications (RJ*P77). Table 6.10 

indicates that in December 1978, the net impact of the two variables 

· was about 5,000 cases. Had the policy never been instituted, in other 

words, there would have been 5,000 more cases receiving assistance in 

December 1978 than the PSS indicated. In Figure 6.6, the differential 

between simulations (1) and (5) indicates the caseload reduction 

impact of this rejection rate policy. 

The next variables in Table 6.10 represent periods of special 

recertification and mailout activity (RCM). These policies were 

designed to periodically locate and remove from the public assistance 

rolls those recipients not legally entitled to be there. Similar to 
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Counterfactual Sinulation: New Yor:k City 
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the RJ'*P77 variable, CC*RCM measures the proportion of cases closed in 

the specific months of recertification activity that return soon after 

their termination to reapply for AFOC. 'Ihe table indicates that the 

net impact of these two variables was a reduction in the caseload of 

about 1,450 cases by December 1974. '!hat is, in the absence of the 

recertification and mailout activity the caseload would have been 

1,450 cases higher than the PSS predicted. By December 1976, 42 

months out in the simulation period, these activities were responsible 

for a reduction of about 3,556 cases. Finally, by the end of the full 

simulation period, the net effect of the periodic recertifications 

(i.e., after accounting for both direct and indirect effects) was a 

reduction in caseload of about 3,762 cases. Figure 6.7 presents a 

graphic depiction of the impact of the recertification and mailout 

activity. The differential between simulations (1) and (4) represents 

the net effect of ROM and CC*RCM variables on the caseload. 

Simulation (4) indicates What the caseload would have been if the 

rejection rate policy had not been adopted, but all other corrective 

actions had remained operative, whereas simulation (1) represents our 

best estimate of the caseload, given all corrective action activities. 

The final corrective action scenario in Table 6.10 accounts for 

the impact of general administrative corrective actions in the review 

of active cases. Although these general corrective actions included 

many administrative activities, including supervisory pep talks, more 

frequent recertifications, and more intensive case reviews, we could 

not separate out the effects of each. Rather, the many activities are 

proxied by the ineligibility rate (QCRATE) in the closing rate 
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equation. While these general corrective actions resulted in a higher 

closing rate, they also had an offsetting impact of increasing 

applications. These offsetting impacts are modeled in the 

applications equation by the term OC*Q-1 which implies that 17 percent 

of the cases closed reapplied, and by the term RECRT* which implies 

that reapplications were at an even higher rate after spring 1977. 

This scenario also includes a single month dummy variable in the 

closing rate (7/770) to account for a relatively low closing rate in 

July 1977, which we feel was a reaction to the high closing rates of 

previous months. 

These four variables clearly had the greatest caseload reduction 

impact. Their combined effect was to reduce the caseload from the 

level indicated in simulation (3) to the level in simulation (1) in 

Figure 6.8. The differential between simulations (2) and (3) indicates 

the caseload impact of all other corrective actions in the model. 

By December 1976, had the administrative policies not existed and 

had there been no active recertification activity during 1977 and 1978 

(including feedbacks) there would have been nearly 40,600 more cases 

receiving assistance in New York City than our best model indicates. 

This represents about 84 percent of the total caseload reduction 

attributable to all corrective actions, and 18.9 percent of the PSS 

estimate of caseload. Clearly, then, the most powerful corrective 

action in New York City was neither a special program to tighten 

application procedures nor a particular program to increase 

terminations. Rather the City reduced its caseload (and its error 

rate) by developing a permanent set of administrative programs which 
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were vigorously enforced. A vigilant attitude toward strict 

enforcement of regulations was instituted to help meet the City's 

fiscal crisis. These simulation results suggest it was. 
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Indeed, by December 1978, in the absence of these general 

administrative activities, we estimate that the caseload would have 

been about 63,240 cases higher than the PSS estimate. Again this 

represents 84 percent of the total corrective action-related caseload 

reduction, and 26.3 percent of the PSS estimate of caseload. 

Now that the individual impacts of the various corrective actions 

on the New York City caseload have been evaluated, we turn to an 

analysis of the components through Which the caseload reduction was 

accomplished. 

Cases Added 

Table 6.11 presents the individual corrective action impacts on 

cases added over three discrete periods. It begins with the PROOF 

variable representing tightened application procedures during 1973 and 

1974. The table indicates that had this policy not been implemented, 

there would have been about 14,780 more cases added over the 18 month 

period ending in December 1974 than the PSS suggested. Relative to 

the PSS estimate of cases added for the 42 month simulation period, 

there would have been about 12,161 more openings without the PROOF 

variable. Finally, by December the complete verification I 

documentation requirements were responsible for reducing openings by 

nearly 11,970 relative to What would have occurred in their absence. 

Hence, this policy served its intended purpose of minimizing potential 



Table 6.11 
Jrtdividual Corrective Actial lilpacts 

®/CA. Variable 

1) PROOF 
2) TIT4D 
3) POL77 & B:JitP77 
4) R£M & CC*BCM 
5) RECRl*' QCR'IE' 

CCJcQ-1, 7 /77D 

Total (Excluding InteractialS) 
I:nteractialS 

Total Itrpact 

· 'NeW York City 

· Cases Added 
Qm,]ative 
to 12/74 

(18 m::nths~ 

-14,781 
0 
0 

+2,605 
+7,933 

-4,243 
+64 

-4,179 

Qm.llative 
to 12/76 

.. ~42 lim.ths~ 

-12,161 
-3,046 

0 
-+8,253 

+31,472 

+24,518 
+1,259 

+25, 777 
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Om,Jative 
to 12/78 

. (66 m::nths) 

-11,966 
-3,101 
-7,564 

+14,430 
+99,284 

+91,083 
+5,751 

+96,834 



caseload growth by keeping potential recipients off of the public 

assistance rolls. 
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As noted earlier, TIT4D appeared in both the rejection and 

closing rates. Through its positive impact on the rejection rate, it 

acted to reduce additions to the caseload by about 3,050 cases by 

December 1976. OVer the entire simulation period, there would have 

been 3,100 more openings had the TIT4D start-up not occurred. By 

concentrating on the absent parent provisions of Title rv-D during 

application intake, the DSS was apparently able to reroute about 3,100 

cases from the AFDC system by December 1978. 

The 1977 administrative directive requiring the automatic 

rejection of applicants lacking sufficient documentation of 

eligibility (POL77) also served its objective of keeping certain 

applicants off the caseload. After explicitly accounting for the 

increase in applications resulting from this policy, the table 

indicates that it was still responsible for about 7,565 fewer openings 

by December 1978. 

The recertification and mailout activity that occurred in several 

specific months throughout the simulation period (RCM) had the 

opposite effect on cases added. Because of the unavoidable churning 

and feedbacks that these mailout projects induce, openings were 

actually greater with these activities than they would have been in 

their absence. During the initial 18 months of the simulation, RCM 

and CC*RCM were responsible for 2,600 additional openings. Over the 

longer 42 month simulation period, the additional openings numbered 

8,250, and by December 1978 there were 14,430 more openings as a 
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result of these programs. However, in order to judge the net impact 

of the recertifications and mailouts, one must evaluate their effect 

on cumulative closings as well. This is done in the analysis of cases 

subtracted to follow. 

The final variables evaluated in Table 6.11 indicate that the 

general administrative policies proxied by QCRTE had by far the 

greatest impact on openings of any of the corrective actions. The 

combined impact of these variables was to raise openings by about 

7,930 over the 18 month period ending in December 1974. By December 

1976, cumulative openings were 31,470 greater than they would have 

been in the absence of all these activities. Finally, by December 

1978, the table indicates that nearly 100,000 re-openings were the 

result of these permanent administrative procedures. Obviously this 

added to the administrative costs of applicant intake, but as the next 

section indicates, the savings in permanent case closings was 

enormous. 

Cases Subtracted 

Table 6.12 presents individual corrective action impacts on the 

cases subtracted component of the basic caseload identity. The table 

indicates that PROOF actually acted to reduce the number of closings 

in AFDC over all three time periods. The result is clearly consistent 

with the dynamics of the model. Consider how closings are determined 

in the SWRI model. Mathematically, 

CA.CLO.(t) = CLO.RT.(t) * [CA.REM(t-1) + CA.ADD.(t)] 

If the number of cases added falls for a period of several months 



Table 6.12 
Individual Corrective Acticn Impacts 

NeW York City 

CFICA. Variable 

1) PROOF 
2) TIT4D 
3) POL77 & RJ*P77 
4) RCl-1 & CC*RCM 
5) RECRT*, QCRTE, 

CC*Q-1, 7/770 

Total (Excluding Interacticns) 
Interacticns 

Total Impact 

·Cases Subtracted 

Qm.llative 
to 12/74 

(18 tmnths) 
-2,975 

0 
0 

-+4,036 
+7,996 

+9,057 
+567 

+9,624 

Clmllative 
to 12/76 

(42 months) 
-7,239 
-5,427 

0 
+11,757 
+71,481 

+70,572 
+2,784 

+73,356 
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Ctmllative 
to 12/78 

(66 months) 
-9,810 
-4,169 
-2,724 

+18,065 
+160,408 

+161,770 
+7,794 

+169 ,564 
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(as the result of a powerful corrective action like PROOF) cases 

remaining in each successive period will fall as well. Clearly, if 

the sum of cases remaining and cases added declines, and if it is then 

multiplied by the regression determined closing rate, the number of 

subtractions will of necessity be lower. The number of closings, 

therefore, were lower as a result of PROOF, despite the fact that the 

variable itself increased the estimated rejection rate. 

The table indicates that by December 1974, PROOF was responsible 

for reducing closings by nearly 3,000 cases. By the end of the 66 

month simulation period the continuation of this policy was 

responsible for reducing closings by about 9,800 cases. 

Similar to the impact of PROOF, the TIT4D variable also acted to 

reduce closings in the program. However, TIT4D -worked both directly 

on the closing rate and indirectly through the dynamics of the model 

to reduce cases subtracted. Because TIT4D entered the closing rate 

with a fairly large negative coefficient, we would expect that it 

would directly reduce closings. However, TIT4D also entered the 

rejection rate equation with a positive coefficient. It therefore had 

the same impact on caseload dynamics as the PROOF variable. By 

December 1976 the effect of TIT4D was to reduce closings by about 

5,425 cases. OVer the full simulation period there would have been 

about 4,170 more closings relative to What would have occurred in its 

absence. 

The POL 77 variable, because it also entered the rejection rate 

and increased the number of rejections, worked through the dynamics of 

the system to reduce closings. By December 1978, this administrative 
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directive was responsible for about 2,724 fewer closings than would 

have occurred had it never been implemented. However, as we have 

already discussed, its direct impact on the rejection rate was to 

reduce openings by 7,564, leaving a net decline in caseload of about 

4,840 cases. 

The recertification and mailout activities (ROM) undertaken in 

New York City acted to increase closings in the program, as they were 

designed to do. By recertifying the caseload through periodic large 

mailout projects, more cases were closed than would have been in the 

absence of the recertifications. The net effect (i.e., accounting for 

both direct effects and indirect feedbacks) of these activities was an 

increase in closings of about 4,036 over the period ending in December 

1974. By December 1976, there were 11,757 net closings attributable 

to recertifications and mailouts. Finally, over the entire 66 month 

simulation period, these programs were responsible for 18,065 more 

closings relative to what would have occurred in their absence. 

The final four variables are again evaluated in one simulation 

rather than four for reasons discussed earlier. Table 6.12 indicates 

that these variables had the most significant impact on closings of 

all corrective action variables. By December 1974, the general 

administrative tightening in combination with active recertification 

policies were reponsible for boosting closings by nearly 8,000 cases 

over and above what they would have been in the face of a more liberal 

administration of the program and no recertification activity. OVer 

the longer 42 month simulation period, the table suggests that these 

corrective actions were responsible for about 71,481 closings or about 



97 percent of all closings attributable to corrective action. By 

December 1978, the effect of these four variables on cumulative 

closings exceeded 160,000 cases, or nearly 95 percent of the total 

corrective action induced increase in closings. 

Expenditures 
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Table 6.13 presents the impacts of the individual corrective 

actions on AFDC expenditures in New York City. Again, we emphasize 

the assumption made in estimating the impact of corrective action on 

expenditures: each case affected by corrective action through any 

component of the model is assumed to receive the actual average 

expenditure for all cases. This assumption therefore results in 

estimates that reflect, in a sense, the maximum possible expenditure 

savings attributable to corrective action. 

The table indicates that the 1973-74 tightened applications 

procedu~es (PROOF) were responsible for a $54.6 million expenditure 

reduction by December 1974. That is, had the policy never been 

implemented, and the increased rejections resulting from it had never 

occurred, $54.6 million more would have been spent in AFDC by December 

1974. OVer the 42 month simulation period ending in December 1976, the 

total expenditure savings resulting from PROOF approached $120 

million. And finally, over the entire simulation period, had the 

PROOF policy never been implemented, expenditures would have been 

about $148 million more than the PSS estimate indicated. This 

represents nearly 18 percent of the total expenditure reduction 

attributable to corrective action. 



Cf/CA Variable 

1) PROOF 
2) TIT4D 
3) POL77 & 'BJNP77 
4) Ra-t & crARCM 
5) RECR!* J QCRlE J 

CO'Q-1, 7/77D 

Table 6.13 
Irtdi.Vidual Corrective Actim Impacts 

. "NeW York City 

Expenditures (in thousands) 

Qm1lative CUII.llative 
to 12/74 to 12/76 

~18 mJntbs~ .. ( 42 tDClltbs) 

$-54,557 $-119,711 
0 +20,927 
0 0 

-4,832 -28,172 
+13,038 -165,313 

Total (Excluding Interacticns) 
Interacticns 

-46,351 
-350 

-292,269 
-6,725 

Total Impact $-46,701 $-298,994 
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Qm1lative 
to 12/78 

( 66 mJntbs) 

$-147,953 
+34, 726 
-27,750 
-60,824 

-602,645 

-804,446 
-20,697 

$-825,143 
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'!he TIT4D variable, because it acted to increase rather than 

decrease the caseload through its effects on the rejection and closing 

rate equations, was responsible for an increase in expenditures. By 

December 1976, the TIT4D variable was responsible for a $20.9 million 

expenditure increase. By the end of the simulation period, had TIT4D 

not been operative in the equation system, expenditures would have 

been $34.7 million less than the full PSS simulation. 

The 1977 rejection rate policy (POL77) was responsible for 

significant expenditure savings. By directly reducing the number of 

openings in the program, the policy acted to reduce AFDC benefit 

outlays. Although the POL77 variable also resulted in a substantial 

increase in applications through the operation of an indirect feedback 

mechanism (RJ*P77), its net impact on expenditures was a reduction of 

$27.7 million or about 3.4 percent of total corrective action induced 

expenditure savings by December 1978. 

The recertification and mailout variable (ROM) was also 

responsible for significant expenditure savings, even after accounting 

for the increase in applications caused by its feedback counterpart 

(CC*RCM). Over the 18 month period ending in December 1974, the mailed 

recertifications can be credited with reducing expenditures by about 

$4.8 million via their impact on closings. By December 1976, savings 

attributable to these recertification activities amounted to $28.2 

million. Finally, by the end of the simulation period, we find that 

had the mailouts and recertifications not been undertaken, AFDC 

expendit~res would have been about $60.8 million more than the PSS 

simulation indicated. As a proportion of total corrective action 
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induced savings, this represents about 7.4 percent. 

The final group of corrective action variables had the most 

significant impact on AFDC-Basic expenditures. By December 1976, the 

net impact of these variables was a reduction in expenditures of about 

$165.3 million, or over SO percent of the total savings attributable 

to corrective action. Put another way, had the general administrative 

tightening proxied by QCRTE not occurred and no feedback mechanisms 

had been operative (i.e., those feedbacks proxied by CC*Q-1 and 

RECRT*), $165.3 million more would have been spent on AFDC over the 42 

month simulation period ending in December 1976. OVer the entire 

simulation period ending in December 1978, these general corrective 

action variables resulted in an expenditure reduction of over $600 

million - about 73 percent of total corrective action induced savings, 

and 10.7 percent of the PSS estimate of total expenditures for the 

full simulation period. 

Therefore, as far as expenditures are concerned, corrective 

actions were responsible for a total cumulative reduction of $825.1 

million or nearly 15 percent of total expenditures over the 66 month 

period under consideration. This translates into an average monthly 

savings of $12.5 million. Again, however, the reader must be 

cautioned that this figure is based on a very rigid assumption -- that 

every case potentially affected by corrective action was entitled to 

the average expenditure for all cases. The real savings from the 

whole range of corrective actions was probably less than this figure, 

but by no means insignificant. The fiscal crisis of New York:city was 

clearly fett by the City's Department of Social Services. Its 
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policies, enacted beginning in the early 1970s, obviously reduced the 

City's deficit by a significant amount -- perhaps as much as $200 

million by the end of 1978 based on the AFDC cost sharing formula 

operative in New York State. 



Section III 

The California Models 



Chapter 7 

California - An OVerview 

California is, for the purposes of this research, and for that 

matter any research into the underlying dynamics of public assistance, 

one of the most fascinating states that can be studied. The 

implementation of Governor Reagan's California Welfare Reform Act 

(CWRA) in the early 1970s represents a unique experience in recent 

welfare history. In general, the CWRA represented an attempt by the 

Governor and his staff to put a cap on a public assistance caseload 

that was growing at a rapid pace, and was expected by many people to 

keep rising. By emphasizing the the growth in public assistance 

caseloads and expenditures, Reagan was able to convince a Democratic 

controlled legislature to pass his welfare plan in 1971. 

According to Welfare Reform in California~~~ Showing the Way, 

the stated objectives of the CWRA were: 

1) Tb cap the uncontrolled growth in the cost of welfare. 

2) To reduce the welfare rolls to those strictly entitled to 

benefits. 

3) Tb reform the state/county system for the administration of 

the program. 

4) To require those able to work to do so or seek work. 
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5) To increase assistance to the truly needy. 

6) TO strengthen family responsibility. 

In general, the strategy of the planners of California welfare 

reform was to "purify" the system; the goal was to preclude or uproot 

those from the system who legally "didn't belong there," while making 

grants more equitable -- even increasing them as warranted -- among 

eligibles who really did.[*] 

One can readily see that even though welfare reform in California 

preceded the national drive toward "purified" caseloads (through 

quality control emphasis) by nearly two years, the basic objective was 

the same: to "clean" the welfare rolls of those recipients who were 

not strictly entitled to benefits, and to improve program 

administration. 

Volumes have already been written about California's experience 

with welfare reform, and clearly, at least for the purposes of this 

analysis, it would serve no useful purpose to add another volume to 

this extensive collection. What is important, however, is to closely 

examine the impact of some of the components of the CWRA on caseload 

and expenditure levels. Although many of the regulations that were 

implemented as part of welfare reform were subject to extensive 

litigation and subsequently ruled invalid by the courts, some of the 

elements remain intact today and are major components of the ongoing 

quality control corrective action process in various California 

-------------
[*] Welfare Reform in California •••• Showiryg ~ Way, State of 

California, December 1972, p. 10. 
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colD'lties. 

The CWRA and Corrective Action 

Many of the individual regulations that were implemented as part 

of the CWRA can be viewed as "quality control" corrective actions. In 

fact, several of the 1971-1972 mandated actions in California are held 

up as exemplary operational systems with regard to the corrective 

action process. In 1979 in a policy statement on proposed rules for 

quality control, HEW expanded the number of situations in Which it 

would waive penalties for states with higher than acceptable error 

rates. Among the qualifying situations that would permit waiver was a 

state's ability to demonstrate the "sufficiency and quality of 

operational systems Which are designed to reduce 

error."[*] Interestingly, three of the systems listed as examples, 

namely monthly reporting, retrospective budgeting, and computer 

clearances, have been in operation in the State of California since 

the period of welfare reform, and indeed were major components of the 

CWRA. 

Statewide Corrective Action Activities 

Several of the programs implemented with Governor Reagan's 

Welfare Reform Act remain fully operational today and are considered 

to be very effective parts of an overall system of "quality control.'' 

[*] The Federal Register, Volume 45, No. 18, January 25, 1980, 
p. 6327. 
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One of the most significant strategies to emerge from the 1971 reforms 

was a deliberate attempt to shift the burden of eligibility 

verification onto the recipient. Instead of depending upon the 

caseworker to initiate the actions Which resulted in denial of aid, 

the relationship was reversed so that potential recipients would be 

responsible for convincing the welfare department that they were 

indeed eligible. 

At the same time, the state developed and implemented two new 

systems of income verification. The Earnings Clearance System (ECS}, 

an operational fraud detection and prevention system, was established 

to allow for the comparison of income reported by employed recipients 

to the welfare office with the income reported by their employers to 

the Employment Developnent Department for Unemployment Insurance (UI) 

purposes. This automated computer system allows the welfare 

department to match unemployment insurance records against the names 

and social security numbers of all active AFOC recipients. Following 

this match-up, listings are sent to the counties for review, 

investigation, and possible referral to the District Attorney. 

Although this system involves an information lag because it 

usually takes about six months to gather from employers the data 

necessary for the computer match, several of the county welfare 

administrators maintain that this is an effective program in helping 

to control error. It is believed that the existence of the system 

promotes more accurate reporting of actual earnings by recipients 

themselves. Moreover, some administrators maintain that the initial 

impact of the program was especially significant due to the media 
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coverage surrounding the program's implementation. In effect, 

administrators claim that the effect of the coverage was to discourage 

"marginal" cases from applying for assistance. 

The second program of verification implemented in California was 

the Monthly Income Reporting System. It requires that all recipients 

complete a computer generated form each month (originally dubbed the 

WR-7 and currently called the CA-7) on the basic factors affecting 

their eligibility and grant (i.e. changes in income, family 

composition, etc.). In effect, the monthly reporting form is used to 

recertify the entire caseload on a monthly basis. Failure to complete 

and return the form results in the termination of aid. 

Administrators in all counties studied agreed that this system is 

one of the most effective ways available to verify the continuing 

eligibility of recipients. According to the Los Angeles County 

Department of Public Services, "this system has proven very effective 

in reducing grant overpayments, eliminating ineligible recipients from 

the welfare rolls and clearly identifying/delineating possible fraud 

situations."[*] 

In practice, the monthly reporting system has two effects on 

caseload components, one partially counteracting the overall caseload 

impact of the other. The net impact of this program is thus a 

function of these two effects. First, the CA-7 directly affects the 

closing or termination rate because when recipients fail to return the 

[*] "Factors Influencing DPSS's Quality Control Performance," 
Los Angeles County, Department of Public Social Services, p. 4. 
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forms their cases are automatically discontinued. However, many of 

these terminated cases return in the month or months imnediately 

following the closing. Therefore, the number of reapplications 

received each month will usua~ly be a positive function of the number 

of cases closed previously. It may also be true that the CA-7 

regulations are viewed by recipients as simply another administrative 

"hassle." In this case, it is likely that the initial imposition of 

the program discouraged marginal cases from actually applying for 

public assistance. In essence, the existence of the program itself 

may have had a chilling effect on applications. These issues are 

investigated empirically in the regression models. 

Retrospective (or prior month) budgeting was also a major 

component of the 1971 reforms, although its implementation was delayed 

until November 1972 in most jurisdictions to allow an appropriate 

period to change over to this new system. Under this budgeting 

method, the income that a recipient receives in one month is used to 

calculate the grant two months hence: a recipient's income for the 

month of November would be used to calculate the grant for January, 

and income in January would be used to determine March's grant. Prior 

to the implementation of retrospective budgeting most counties 

determined a recipient's grant using estimates of his/her income for 

the coming month. Since approximations rather than actual income were 

originally used in the grant calculation, it was believed that the new 

system would substantially reduce overpayments, and therefore the 

overpayment error rate as determined by the quality control review. 

Indeed, agency staff in the counties believe that this system has in 



fact been a significant factor contributing to the control of 

overpayments. 
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The effects of these and other corrective actions are examined in 

the analyses to follow. County-specific statistical variables were 

constructed and used in estimating regression equations for the 

caseload components in each of the jurisdictions. These variables 

were then evaluated using the same methodology utilized for the New 

York models. 

For the sake of clarity and ease ~f organization, the remainder 

of Section III is divided into three separate (county-wide} chapters. 

The analysis of the Los Angeles County AFDC-Family Group program is 

presented first, followed by Alameda, and finally San Diego. 
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Chapter~ 

Los Angeles County 

In the same manner that we presented brief historical reviews of 

the AFDC programs in the two New York jurisdic1:ions, we now offer an 

overview of the Los Angeles County AFDC-FG (Family Group) program. 

A1 though Los Angeles has both a Family Group program and an Unemployed 

Parent (UP) program, for the purposes of this report we focus only on 

the FG caseload. 

Caseload and Expenditure Trends 

With respect to size, Los Angeles County is one of the few areas 

that can even come close to rivaling the New York City AFDC caseload. 

Unlike the data for New York City which begins in 1960, however, the 

data collected for our analysis of Los Angeles begins in 1964. In 

January of 1964 there were about 33, 200 AFDC-FG cases under care in 

Los Angeles compared to New York City's 62,700 cases. OVer the 

following 36 month period caseload growth in Los Angeles was moderate. 

There were about 13,000 net additions to the caseload, so that in 

December 1966, it stood at 53,000 cases. Then in 1967 the caseload 

"explosion" of the late 1960s and early 1970s began in Los Angeles, as 

it did nationwide. From December 1966 to December 1968, over 27,000 
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cases were added to the rolls. The following two years witnessed a 

rate of growth never before experienced. In that 24 month period 

alone (1969-1970) over 70,000 net additions were recorded. At the end 

of this dizzying period of growth, there were over 150,000 cases under 

care in Los Angeles. By the following December there were 161,000 

families receiving aid. The next several years witnessed an abrupt 

halt to this phenomenal growth. The caseload actually fell to the 

150,000 cases, and fluctuated between 148,000 and 152,000 for much of 

1974. We then see another short period of growth in the caseload 

statistics. Between December 1974 and December 1977, a period of only 

three years, another 25,000 net additions were recorded, putting the 

caseload at 175,000 for the first time in the program's history. 

Finally, the last 21 months of the period under study indicate a 

gradual decline. In September 1979, there were about 160,000 cases 

under care in Los Angeles. 

While the caseload multiplied five-fold, expenditures grew at 

over twice that rate. In 1964, the average monthly expenditure for 

AFOC was about $6 million. By December 1974 the total monthly cost 

was approaching $40 million. With an increase in benefits of $64.00 

for a family of four effective July 1979, total monthly expenditures 

approached the $60 million mark by September of the same year. 

Demographic Characteristics 

The female population {aged 18-54) was characterized by steady 

growth from 1964 through mid-1970. At the end of that period 

approximately 125,000 more women were estimated to be living in the 



243 

county than there were at the beginning. A reduction of about 12,000 

persons in this population subgroup occurred over the following two 

years, before gradual but consistent growth resumed. Between mid-1972 

and September 1979, it is estimated that this subgroup expanded by 

another 113,000 individuals. At the end of this period there were 

approximately 1.9 million women between the ages of 18 and 54 residing 

in Los Angeles County. 

Although the female population estimates indicate growth of only 

14 percent over the entire 16 year period, the number of female headed 

households grew by over 85 percent. From 113,000 families in January 

1964, this segment of the population grew to 155,000 by the end of 

1970. In September 1979, we estimate that there were about 211,000 

female headed families living within the borders of Los Angeles 

County. 

Economic Characteristics 

The change in employment structure experienced in Los Angeles 

County during the period under study was similar to that experienced 

in San Diego. This is largely because of the rise of Southern 

california as·a major tourist center. Increases in low skill service 

sector employment (eating and drinking establishments and hotels and 

motels) led employment gains in our narrowly-defined manufacturing 

sector by a large margin, with employment in eating and drinking 

responsible for most of the growth. Beginning in January 1964, 

employment in the service sector stood at about 98,000 jobs. By the 

beginning of the following decade almost 130,000 jobs were to be found 
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in the two industries comprising this sector. In September of 1979, 

employment stood at 196,000 jobs, or an increase of exactly 100 

percent since 1964. 

The manufacturing sector, on the other hand, remained relatively 

stable over most of the period. In fact, between 1964 and 1970 there 

was zero net growth. OVer the ten year period ending in 1979 however, 

there was an increase in employment from 104,000 to 128,000, or an 

increase of 23 percent. 

In terms of the aggregate economic environment, the unemployment 

rate ranged between 6 and 7 percent during the first four years of the 

period under study before falling to the 5 to 6 percent range during 

late 1967 and early 1968. It remained stable until mid-1970, when it 

began to rise as the recession of that year began to take hold. The 

rate peaked at 10.4 percent in June 1971, before beginning a gradual 

decline to a low of 5.2 percent in May 1974. As the recession of 

1974-75 set in, the unemployment rate began another ascent, this time 

peaking at 10.7 percent in March 1975 before beginning another gradual 

decline. It remained in the 7 to· 9 percent range until late 1978 when 

it fell below 7 percent for the first time since late 1974. In 

September 1979 the county-wide unemployment rate stood at 5.5 percent. 

tegal and Administrative Characteristics of AFDC 

As one would expect, during the period 1964 to 1979 there were 

many significant changes that may have affected caseload and 

expenditure trends in the Los Angeles County AFDC program. For the 

purposes of this research the first important change was the 
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implementation of the AFDC-U program in February 1964. This program 

extended aid to families with unemployed fathers in the home. It 

therefore increased the eligible population and introduced more 

families to the welfare system. 

The Watts riots of August 1965, the result of intense racial 

unrest, were another significant factor in the administrative 

environment of AFDC. The riots themselves increased community 

awareness of the problems of poverty and prompted the welfare agency 

to re-examine its role and to expand its presence and services in the 

community. 

The Food Stamp program was implemented in December 1965. Three 

months later, in March 1966, the Medi-cal program was introduced. 

Both progrqrns exposed many more persons to the welfare system. 

In July 1968 the "30 + 1/3" provisions and the WIN/Talmadge 

requirements went into effect. The "30 + 1/3" disregards effectively 

lowered the benefit reduction rate in order to provide an incentive 

for recipients to work; WIN required more recipients to register for 

work and accept training as a condition of eligibility. It is 

interesting to note that the State of California initially directed 

the counties to apply the disregard formula to earnings net of work 

expenses and mandatory deductions rather than gross earnings, as was 

done in other states. In February 1970, however, as a result of a 

judicial decision, counties began to apply the formula to gross 

earnings. This liberalized the disregards for working recipients, and 

increased the range of earnings consistent with continued welfare 

eligibility. The more liberal application of the "30 + 1/3" 
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provisions remained in effect until October 1971, when the california 

Welfare Reform Act was implemented. 

In July 1969 the social service functions were separated from 

those of income maintenance. Under this procedural change the worker 

who determined eligibility no longer provided social services. A 

pilot program of simplified eligibility determination was implemented 

in October 1969. It eliminated the extensive verification requirements 

involved in eligibility determination and substituted a client 

declaration method in their place. over the two year period that the 

simplified method was in effect (October 1969 through September 1971) 

the application rate of potential recipients rose significantly. 

In July 1971 special needs allowances were eliminated from the 

AFDC benefit structure. This precluded additional benefits for 

recipients with special needs and reduced the demands on eligibility 

staff to secure special needs for their clients. 

In October 1971, the California Welfare Reform Act (OiRA) was 

implemented in an attempt to reduce a rapidly growing caseload and 

ever increasing costs. It constituted the first formal state-wide 

attempt to contain welfare costs by tightening the various eligibility 

criteria; overall, it represented the beginning of a period of much 

more conservative welfare policy statewide. 
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Los Angeles County 

Corrective Action Efforts 

In 1973, under the auspices of a new welfare administration, 
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quality control performance was made the foremost priority of the Los 

Angeles Department of Public Social Services (DPSS). Since that time, 

DPSS has undertaken a variety of corrective action activities in an 

attempt to keep its error rate within federally mandated levels. 

These corrective action measures vary from minor program or regulatory 

changes to major systems changes within the Department. Los Angeles 

County clearly undertook a comprehensive program of staff training and 

staff assignment to deal with potential error. The following section 

presents a description of those activities considered to be the most 

significant in terms of the County's ongoing comnitment "to achieve 

the most effective welfare system possible."[*] 

Performance Expectations 

Throughout much of 1973 and 1974 the Department, through a 

variety of methods, stressed to all agency personnel the significance 

and implications of the new federal regulations. New performance 

standards were developed and issued to the entire staff in order to 

[*) "Chronological Listing of Reconunendations and Corrective 
Actions Taken as a Result of Quality Control Findings," Los Angeles 
County, Department of Social Services. 
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impress upon them the priority that was being placed by top management 

on the quality control process and resulting performance of the 

Department. Audio visual productions, special information bulletins, 

management retreats, and the formal identification of the performance 

requirements as the Department's foremost priority were some of the 

techniques used to impress upon staff what was expected of them with 

the 1973 quality control regulations. 

Program Monitoring Plan for AFDC 

In early 1974 a comprehensive program was established by the 

Department which provided a formal quality control process with 

emphasis on the development of corrective actions. Prior to the 

initiation of this program, it was felt that the major focus of 

quality control within DPSS had been on the error identification 

process, rather than on corrective action development and 

implementation. This program was established to redirect efforts in 

order to make data analysis and corrective action planning the primary 

focus of the quality control process. 

The monitoring plan implemented in Los Angeles provides case 

review data on both a County-wide basis and on an individual district 

basis. The first component of the plan consists of a full field 

investigation of a predetermined number of AFDC cases every two 

months. These cases are randomly selected from each of the 28 

district offices within the County and undergo a full field 

investigation, including a case review, home call, and collateral 

checks of all factors affecting eligibility and grant. These 
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investigations are made by County welfare staff experienced in case 

auditing and quality control, and utilize the same methodology as the 

Federal/State Quality Control review. Essentially, the objective of 

the review is to "provide the Department with a continuous overview of 

its performance on a bi-monthly basis and to facilitate broad 

corrective action efforts."[*] 

The second component of the monitoring plan consists of desk 

audits of case records by the Department's central audit staff at two 

levels, the local district office and within individual work 

assignment units. This allows the review of a much larger number of 

cases, and also permits the identification of specific districts 

experiencing particular difficulty in controlling error. Although 

less thorough than the full field investigation, this desk audit 

allows for the review of the case record focusing upon agency caused 

errors without requiring a full reverification of recipient 

eligibility. 

The final element of the monitoring plan is comprised of desk 

audits by individual district office staff with experience in case 

auditing and quality control. These reviews are especially designed 

to provide information on eligibility worker and supervisor 

performance and to identify areas of difficulty so as to formulate the 

appropriate staff training programs. 

[*] Model Quality Control Program, Los Angeles County, 
Departmenti- of Public Social Services, p. 3. 
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AFDC Corrective Action Planning Committee 

Because the Department believed that its early quality control 

efforts (i.e., prior to the 1973 announcement of fiscal sanctions) had 

dealt almost exclusively with error identification rather than 

identification and analysis in combination with corrective action 

development and implementation, it established a Corrective Action 

Planning Committee in 1973. This committee, made up of various 

department and state representatives was established to make 

recommendations for corrective actions which could deal with major 

problem areas identified through· the Department's ongoing program 

evaluation process. Based on the indicators available to them, the 

members of the committee are responsible for the formulation of 

appropriate strategies for error reduction. 

Computer Payroll Matches 

In addition to utilizing the Earnings Clearance System mandated 

by the state to verify recipient income, the DPSS undertook computer 

matches of welfare recipients to the payrolls of Los Angeles county, 

and several cities within the County. This system allows the 

Department to isolate fraudulent cases that require intensive 

investigation. When such case.s are detected, they are fully 

investigated for appropriate application of welfare regulations and 
I 

employee conduct codes. This system was implemented in late 1975 and 

is still utilized periodically. 
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Caseload Specialization 

Recognizing that regulations, administrative activities, and 

benefit calculations on certain types of cases are much more complex 

than on others, the Department instituted early in the QC sanctions 

period a policy of caseload specialization intended to help control 

errors. This system involves the frequent review of certain so-called 

"high risk" cases which are most susceptible to error due to frequent 

changes in status. 

The caseload specialization policy assigns similar case 

situations to specialized units containing personnel with specific 

experience and skills related to these high risk cases. These 

specialized units include: 

1) AFDC-U Cases (Unemployed Parent(s) Program) 

2) WIN Cases 

3) Earned Income Cases 

4) Non-Earned Income Cases 

5) Inter-county Transfer Cases 

6) Stepfather Cases 

With this system, the DPSS maintains that it has been able to 

maximize the effective utilization of staff experience and skills, 

enhance its training efforts, and provide a process through which it 

can isolate and therefore deal with cases that experience a high 

probability of error. 
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Specialized Computer Programs 

OVer the past several years, many specialized computer programs 

have been developed by the Department to isolate certain cases which 

have a higher than average probability of experiencing error. For 

example, a listing of non-earned income cases was developed to 

identify government-related benefits as well as all other forms of 

non-earned income. DPSS maintains that this list was useful in 

assisting agency staff in transferring all appropriate cases to the 

correct specialized files. Additionally, computer based control 

systems were implemented for the verification of school attendance of 

16-20 year-olds, and for the identification of cases in which the. 

youngest child is soon to turn six (to improve compliance with 

specific WIN/Talmadge requirements). These control systems are 

considered by the Department to be effective ways to isolate cases 

which are prone to specific types of error. 

Staff Development and Training 

As part of its effort to reduce the amount of error in the AFDC 

program, the DPSS reorganized and centralized its Staff Development 

Division in order to allow it to focus upon quality control findings 

and improvement in the Department's performance. cne task of the 

Division was to provide reinforcement training for supervisory and 

intake personnel concentrating on the program areas most vulnerable to 

error. The areas emphasized in these sessions varied, and included 

training in the handling of special investigative referrals, treatment 

of earned and non-earned income as well as real and personal property, 
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and evaluation of the monthly income and eligibility form (CA-7). 

As a supplement to this department-wide training program, Staff 

Development provided individualized training in specific district 

offices experiencing unique problems. Moreover, the division was 

responsible for providing special training to newly hired eligibility 

workers, and for ensuring that during their first several months they 

would be responsible for smaller caseloads. 

Elimination of Home Calls 

Although most individuals familiar with public assistance 

programs associate the term corrective action with the implementation 

of some new policy, this is not always the case. In fact a corrective 

action might even be the removal of a program or policy that has been 

judged to be ineffective or counterproductive. The policy of 

conducting home calls for the purpose of eligibility verification is 

an example of a policy that was determined by the DPSS to be 

ineffective. In March 1974, most routine home calls were eliminated 

to allow for the more effective utilization of agency staff time. By 

eliminating this policy, which made travel outside of the office 

unnecessary, workers again were able to spend more time with other 

aspects of the verification process. 

Discontinuance of Group Intakes 

The policy of group intakes in the AFDC application process is 

another example of a policy that was determined to be 

counterproductive. Group intakes involve the initial "screening" of a 
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group of applicants rather than individual interviews. In late 1974 

the Department conducted an evaluation of the AFOC group intake to 

detennine the most effective means of conducting group interviews. 

The resulting report recommended new guidelines for the process in an 

attempt to gain confonnity across districts, and set forth a new 

script that intake workers were to follow. However, effective 

February 1977, the Department chose to discontinue the policy, 

replacing it with a one-to-one intake interview. The purpose of the 

transition was clearly to afford the intake worker an opportunity to 

more closely scrutinize each potential recipient on an individual 

basis. With this type of policy the intake workers are more able to 

detect potentially ineligible or fraudulent cases before they are 

allowed to be added to the caseload. 

All of these programs, as well as the standard variables in the 

caseload components model, were proxied in the Los Angeles model. A 

listing of the most important institutional variables used in the 

model including corrective action proxies is presented in the next 

section. This is followed by the final estimated regression equations 

and counterfactual simulations. 
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Los Angeles County 

County-Specific Administrative and Institutional Variables 

WATRTS 

SWS'l'Kl 

LIBSS 

WINTAL 

WRI<LOD 

SIMPLE 

Watts Riot Dummy - Has value of 1.0 from 8/6S 
to 1/66 to account for impact of the Watts riots on the 
welfare system. 

Social Worker Strike Dummy - Has value of 1.0 in 
6/66 to account for impact of 14 day social worker 
strike. 

Modified Social Worker Strike Dummy - Has value 
of .30 in S/66, 1.0 in 6/66, .SO in 7/66, .SO in 8/66, 
.70 in 9/66, 1.0 in 10/66, .40 in 11/66, and .30 in 
12/66 to account for strike and its impact on worker 
morale. 

Liberalization of Social Services Dummy - Has 
value of .10 lnlB/66, .20 in 9/66, .30 in 10/66, .40 
in 11/66, .SO from 12/66 to S/67, .60 in 6/67, 1.0 
in 7/67, .80 in 8/67 and .70 in 9/67. This variable 
accounts for the department's philosophical transition 
toward greater services (e.g., Medi-cal, Food Stamps, 
social services), rehabilitation, and breaking the 
poverty cycle. 

Win Talmadge Requirements - Has value of 1.0 in 
7/68 to account for initial impact of this work reg-
istration program. 

Los Angeles County Workload -
exp [0AP.Ra:;(t) +AAP.REG(t-1) +AAP.Ra:;(t-2))] I 

[(CA.REM(t)/CA.REM(1/64)] 
Proxy variable for periods of unusually high workloads. 

Simplified Eligibility Dummy - Has value of 1.0 
from 10/69 to 9/71 to account for use of the simplified 
method of eligibility determination during this period. 
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WRA 

WRAl 

WRAMOD 

SUMRDY 

CACL-3 

Welfare Reform Act Dummy - Has value of 1.0 from 
10/71 to 12/71 ~account for impact of California 
Welfare Reform Act (CWRA) on processing rate. 

Welfare Reform Act Dummy(!) - Has value of 1.0 
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in 11/71 to account for impact of CWRA on closing rate. 

Welfare Reform Act Reform Modified Dummy - Has 
value of .SO in 11/71, .75 in 12/71, and 1.0 in 1/72 
to account for impact of CWRA on. applications. 

Summer Dummy - Has value of 1.0 in July, August 
and September of each year to account for increased 
level of applications during summer months. 

Cases Closed lagged 1 Months - Has actual value of 
cases closed lagged three months to account for reap-
plication dynamics in the Los Angeles County welfare 
system. 

Corrective Action Variables 

STAFRO 

ELIMHC 

3/74D 

FEOOAC 

Staff Reorganization - Has value of 1.0 from 3/72 
to 8/72 to account for impact of welfare department 
staff reorganization, including implementation of 
caseload management and control system, caseload 
specialization (specialized handling of cases with 
earned income, stepfathers, WIN, etc.), model case 
format, and monthly management reports. 

Elimination of Home Calls - Has value of 1.0 from 
3/74 to end of regression period to account for the 
elimination of home visits on initial eligibility 
determination. 

3/74 Dummy Variable - Has value of 1.0 in March 
1974 to account for initial impact of the elimination 
of home calls policy. 

Federal Sanctions - Has value of 1.0 from 1/73 to 
12/74 to account for elevated processing and closing 
rates which may have been a result of county reaction, 
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SANCT 

GRINT1 

REFER 

CA-7 

CC*CA7 

including increased corrective action activity, to 
federal sanctions policy. 

Performance Expectations - Has value of 1. 0 from 
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3/73 to 1/74 to account for period when great emphasis 
was placed by Department's top management on increased 
performance of staff to meet Federally imposed error 
rate targets. 

State Sanctions - Has value of 1.0 from 1/79 to end 
of regress1on period to account for existence of a 
state sanctions policy with regard to county level 
rates. 

Elimination of Group Intakes - Has value of 1.0 from 
3/77 to end of regress1on period to account for the 
elimination of group intakes. Replacing it 
was a policy whereby the intake worker would conduct a 
full one-on-one interview at time of eligibility deter-
mination. 

Fraud Referrals - The sum of monthly fraud referrals 
statewide for AFDC-FG and UP programs entered monthly 
from 1964 to 1979. 

CA-7 Monthly Income Reporting Form - Has value of 
1.0 from 4/74 to end of regression period to account 
for existence of monthly eligibility reporting. 

CACL-3 * CA-7 Interaction Term - Has value of 
cases closed (t-3) from 4/74 to end of regression 
period to account for differential impact of cases 
closed (t-3) on applications registered while the 
monthly reporting system is in effect; zero other-
wise. 

Fitted Dummy Variables 

9/640 9/64 Fitted Dummy - Has va~ue of ~.0 in 9/64 to 
account fot extreme value 1n clos1ng rate. 
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2/65D 

5/65D 

6/65D 

3/66D 

5/68D 

67/68D 

10/68D 

ll/74D 

2/65 Fitted Dummy - Has value of 1.0 in 2/65 to 
acc6unt for extreme value in processing rate. 

5/65 Fitted Dummy - Has value of 1.0 in 5/65 to 
account for extreme value in rejection rate. 

6/65 Fitted Dummy - Has value of 1.0 in 6/65 to 
account for extreme value in closing rate. 

3/66 Fitted Dummy - Has value of 1.0 in 3/66 to 
account for extreme value in closing rate. 

5/68 Fitted Dummy - Has value of 1.0 in 5/68 to 
account for extreme value in closing rate. 

67/68 Fitted Dummy - Has value of 1.0 from 11/67 
to 4/68 to account for unexplained extreme values 
closing rate. 

10/68 Fitted Dummy - Has value of 1.0 in 10/68 
to account for extreme value in closing rate. 

11/74 Fitted Dummy - Has value of 1.0 in 11/74 
to account for extreme value in rejection rate. 
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Los Angeles County 

Regression Results 

The complete Los Angeles County caseload model contains equations 

for applications registered, the processing rate, the rejection rate, 

and the closing rate. Each of these regression equations will be 

discussed in turn.[*] 

Applications Registered (Received) 

Table 8.1 presents the OLS and rho-corrected versions of the 

applications registered equation in Los Angeles for the full period 

under study (1964-1979). The rho-corrected version indicates a 

standard error (SEEBAR) which is eight percent of the mean monthly 

number of applications. The equation provides a good fit as indicated 

by an R-square of 92 percent in the first stage of the regression. 

After correcting for first order serial correlation present in the OLS 

equation all of the variables remain statistically significant and 

have the correct sign. 

The applications equation includes variables originating in all 

three of the key hypotheses. B/Z*30 attempts to proxy for the 

marginal trade-off between the value of welfare benefits (B) and the 

monetary returns to labor market participation (Z), but only after the 

advent of the "30 + 1/3" income disregard program. The value of 

[*] The Appendix to this report presents the short period 
regressions used in preparing the Pre-QC/CA simulations. 
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Table 8.1 
Los Angeles AFDC-FG: Final Applications Registered Equation (1st Stage) 

EON NO. 1 186 OBSERVATIONS 
DEP VARI Sl: APREG 
INDEPENDENT VARISJ: 9 
VCSI IN XPX•112 M-112 
DETERMINANT• Oe680J488E-06 

INDEP.VAR. REGR.COEFF. 

51 

c 11 CONS -0.569262£+01 

' ltlJ WOAYS ().183743E+OO 
( 541 OSREMP -o.l33U5E+OO 

' 441 SIMPLE O.l20861E+01 

' 741 8/Z*30 0.153141E+Ol 
c 6SJ" FHF 0.461712E-01 
c 70 l WRA,.DD -0. 206997£+01 
c 71 J SUNROY o. 760719£+00 
U1U cc•cu 0.15465 lE+OO 

4-> 1891 

STD.ERR. T-RATID MEAN 

0.1J8540E+01 

0.109292E+01 0.520862E+Ol O.lOOOOOE+Ol 
O. 393720E-01 0.466686£+01 0. 2087 6lE+02 
O.Z72306E-01 0.491597£+01 o. 517231£+00 
O.l89938E+OO 0.636ll1E+01 0.129032E+OO 
O. 265525E+OO 0.576747£+01 o. 733615£+00 
o.s7atne-o2 0.798566E+Ol O.l61808E+OJ 
o. 563582£+00 0.367287£+01 O.l20968E-Ol 
O.l229l3E+OO o. 6l8605E+01 O.Z58065E+OO 
o.J6092BE-D1 o.428497E+01 0.2S2042E+Ol 

RSQBAR• 0.9222 RSQ• 0.9256 SEE• 0.7100579E+OO SEEBAR• 0.7278864E+OO 
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B/Z*30 fluctuates between .91 and 1.09 during the period 1968 to 1979. 

The very high ratio suggests that public assistance benefits may have 

been an attractive substitute for earned income for many recipients in 

the Los Angeles area. When one calculates an elasticity based on the 

mean values of AP.REG and B/Z*30 the result is equal to .136, 

suggesting that a 10 percent increase in B/Z*30 would induce on 

average an additional 100 applications per month. 

The employment opportunity hypotheses suggests that the number 

and quality of job opportunities in the local labor market is also a 

factor in a recipient's decision to apply for AFDC. Tb test this 

hypothesis several variables were tried in the applications equation, 

including the aggregate unemployment rate, changes in this rate, and 

levels and changes in the levels of employment in several industries. 

In these tests only one variable, the change in service employment 

{eating and drinking establishments and hotels and motels), was 

consistently significant and of the right sign. Its coefficient 

suggests that for every 1000 additional jobs in the service sector we 

can expect approximately 112 fewer applications for AFDC. 

Several variables originating from the institutional hypothesis 

appear in the applications equation. Beginning with the simple 

variable WDAYS {workdays per month that the welfare offices are open), 

and moving down the list to CACL-3 {cases closed lagged three 

periods), all variables are statistically significant and of the 

correct sign. 

The coefficient on WDAYS indicates that an additional workday in 

a given month is associated with an additional 242 applications on 
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average. Additionally, the APREG equation indicates that during the 

stmner months of July, August and September (SUMRDY) the nl.lnber of 

applications registered, on average, increases by 533 per month. This 

possibly reflects the increased demand for welfare when mothers are 

needed at home to care for their children, as children are not in 

school during the stmner months. 

The variable SIMPLE proxies for the period when simplified 

eligibility was in effect in Los Angeles (10/69- 9/71). The positive 

coefficient on this variale implies that reduced verification 

requirements on initial eligibility determination resulted in an 

additional 1,187 applications each month during the two year period. 

WRAMOD, a modified dummy variable proxying for a period surrounding 

welfare reform in California (11/71 - 1/72) shows an average 1,938 

fewer applications registered per month. This perhaps indicates that 

the media publicity surrounding the California Welfare Reform Act had 

a "chilling" effect on the willingness of potential recipients to 

apply for public assistance. By making it known that the "supply" of 

welfare slots was, at least for a time, being severely restricted, the 

administration was able to reduce the number of families actually 

applying for welfare. 

The variable FHF represents the monthly number of female-headed 

families in Los Angeles County. Its coefficient suggests that on 

average, over the 16 year period, an increase of 1000 female headed 

families was associated with 46 additional applications each month. 

The variable CC*CA7, the only corrective action variable to 

appear in the applications equation, is used to measure the proportion 
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of cases closed in previous periods that actually reapplies for 

welfare in the current month. This variable assumes a non-zero value 

only after the introduction of the monthly reporting system (CA-7), 

Which was implemented in early 1974.[*] The coefficient on OC*CA7 

suggests that from 1974 through 1979 nearly 17 percent of cases closed 

in period t-3 returned to reapply for welfare in the current month. 

This provides some evidence that since the period of increased 

emphasis on quality control and corrective action, and specifically 

monthly reporting, there has been a significant amount of churning 

within the AFOC program in Los Angeles County. 

Processing Rate 

Table 8. 2 presents the "best" OLS and rho-corrected processing 

rate equations for Los Angeles. The rho-corrected version has a 

standard error of 4.3 percent of the mean processing rate over the 

period of analysis. After rho-correction, all of the variables remain 

statistically significant and have the right sign. 

The unemployment rate is the only variable appearing in the 

--------------
[*] Theoretically, we are trying to measure the proportion of cases 
closed that immediately comes back to reapply for welfare. A better 
specification might have been a cases closed variable with a one or 
two period lag structure. One might expect that the underlying 
dynamics of the reapplication process would dictate a return to 
welfare within two months if a closing resulted from an administrative 
action. However, given the tremendous amount of cycling on and off 
welfare due to seasonal employment opportunity in many jurisdictions, 
a three period lag specification is not unreasonable. In addition, 
both one and two period lag structures were tried with the cases 
closed variable and were found to be inadequate specifications. 
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Table 8.2 
Los Angeles AFDC-FG: Final Processing Rate Equation (1st Stage) 
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equation that is not institutional or administrative in nature. 

Throughout the entire period, an increase of one percentage point in 

the UNRTE (e.g., an increase in unemployment from 5 to 6 percent) 

resulted in a decline of one point in the processing rate. As the 

employment environment worsened in the county, the speed with which 

applications were processed declined, probably due to the increased 

demands placed on staff time and resources. 

Several of the variables (e.g., SWSTKl, WATRTS, SIMPLE, and WRA) 

represent, in a sense, exogenous shocks to the underlying determinants 

of the processing rate. The confusion generated within the welfare 

system by the social worker strike of 1966, the introduction of 

simplified eligibility, and the Welfare Reform Act of 1971, acted to 

put additional strains on Department staff and resulted in declines in 

the processing rate. In contrast, the Watts riots of 1965 increased 

community awareness of the problems of poverty as well as the demand 

for welfare. This in turn prompted the welfare agency to re-examine 

its role and to expand its presence and services in the community, 

thereby increasing the rate at which cases were processed. 

The factors of special interest in this equation are those which 

are related to the corrective action process, namely a staff 

reorganization (STAFRO), implementation of new worker performance 

standards (PERFM), elimination of a home calls policy (ELIMHC), and a 

one period dummy variable (3/740). Each of these variables represents 

an attempt to proxy various phenomena that were occurring sometime 

during the second half of the period under consideration (1972-1979). 

STAFR0, a variable constructed to account for a period of major 
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staff reorganization within the Department shows a fairly powerful and 

statistically significant impact on the processing rate. On average, 

over the six month period ending in August 1972, the staff 

reorganization resulted in an increase of 4.7 percentage points in the 

processing rate. This supports the view that the various components 

of the reorganization increased staff efficiency. 

The new performance expectations (PERFM) communicated to agency 

staff by the Department's top administrators and thereafter stressed 

as the Department's number one priority for 1973-1974 also had a 

positive and significant impact on the processing rate. The 

coefficient implies that during this period of explicit emphasis on 

worker performance the processing rate increased by an average of 3.7 

percentage points. 

As suggested in an earlier section, the term corrective action 

applies not only to newly devised and implemented policies and 

procedures such as a monthly income reporting system, but it also 

applies to the elimination of existing policies which may be perceived 

to be detrimental to the ongoing process of "quality control." The 

elimination of a home calls policy (ELIMHC) in March 1974 represents 

such a case. The underlying objective of this major policy reversal 

was to allow for the more effective utilization of staff time and 

resources. Our regression results appear to substantiate that 

elimination of home visits did in fact accomplish its desired 

objective. A one period dummy variable (3/740) is in the equation to 

proxy for the iiTII'Iediate impact of the policy reversal, and it suggests 

that the initial effect was to raise the processing rate by 4.6 
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points, or almost 8 percent of the mean value of the rate over the 

entire regression period. ELIMHC, the variable used to proxy the 

ongoing impact on efficiency of this policy change indicates that the 

average monthly impact over a five year period was to add 6.2 points 

to the processing rate, or an increase of over 10 percent. 

Rejection Rate 

The processing rate reflects the speed with which cases can be 

administratively "pushed" through the system. This rate is marginally 

affected by program regulations and corrective action policy which may 

be initiated in response to political, bureaucratic, and/or fiscal 

pressures. But the remaining two components, the rejection and 

closing rates, are those which most significantly reflect these 

pressures. Consequently, understanding the determinants of these two 

components, and in the present case specifically the rejection rate, 

is crucial to an understanding of how various types of corrective 

action activity work directly on caseload components, and in the final 

analysis, on the caseload itself. 

The final rejection rate equation for Los Angeles County is 

presented in Table 8.3. In total, twelve variables enter the 

equation. All of them emanate from an institutional theory of 

caseload dynamics. The quadratic specification of the participation 

rate [*1 indicates that the rejection rate tends to rise more than 

[*] That the participation rate is specified quadratically means 
that it is~entered in the equation as two terms: participation rate 
(PRT) and the square of the participation rate (SQPRT). 
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Table 8.3 
Los Angeles AFDC-FG: Final Rejection Rate Equation (1st Stage) 
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proportionately as program participation reaches high levels. At 

high participation rates, the pool of nonparticipating eligibles 

becomes increasingly exhausted, with the remaining applicants more 

likely to be only marginally eligible or ineligible for assistance. 

This naturally leads to a higher rejection rate. 

In Los Angeles, at a moderate participation rate of 76 percent, 

an increase in participation of 10 percentage points to 86 percent 

would increase the rejection rate by only 0.9 percentage points, 

whereas an increase in participation of 20 points to 96 percent would 

increase the rejection rate by 3.0 percentage points. 

The significant negative coefficients on the SWSTK1, LIBSS, and 

SIMPLE terms indicate that the social worker strike of 1966, the 

overall liberalization of the Department's philosophy toward social 

service delivery during 1966 and 1967, and the institution of 

simplified eligibility, acted to reduce the rejection rate. The 

coefficients for each of these variables indicate a very powerful 

impact on the rate at which applications were rejected. Two fitted 

dummy variables, 5/65D and 11/74D, appear in the regression to capture 

two extreme unexplained points in the rejection rate series and to 

provide for unbiased parameter estimates of the other variables. 

With the exception of the PROP13 term, a variable designed to 

capture the impact of the fiscal constraints placed on the Department 

by Proposition 13, the remaining variables in the equation are related 

to corrective action. ELIMHC, the same variable that appears in the 

processing rate equation, indicates that the policy requiring the 

elimination of home calls had a positive and significant impact on the 
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rejection rate. Theoretically, this term could be either positively 

or negatively related to the dependent variable. With the elimination 

of visits to the potential recipient's home, one might expect that 

each case would be subjected to a less rigorous and thorough 

application of eligibility verification criteria, and therefore the 

Department as a whole would experience a decline in the rejection 

rate. The empirical evidence, however, indicates that precisely the 

opposite occurred. By eliminating home calls, workers apparently were 

able to concentrate more on other aspects of the eligibility 

verification process, and as a result the policy reversal added an 

average of 2.5 percentage points to the rejection rate. 

The elimination of group intakes (GRINTI), a second policy 

reversal judged to be a corrective action activity, also effectively 

increased the rejection rate. Moreover, its impact was of a much 

greater magnitude than any of the other corrective action variables. 

With the elimination of group intakes the Department reverted back to 

a policy which required a one-on-one interview between the intake 

worker and the potential recipient, allowing for more scrutiny in the 

initial determination of eligibility. The t-ratio and coefficient for 

this variable indicate a highly significant and extremely powerful 

impact on the rejection rate. The coefficient implies that reversion 

to individual intake interviews added an average of over 7 percentage 

points to the rejection rate. 

Finally, the term ~ appears in the regression to proxy for 

the imposition of a state sanctions policy threatening counties with 

fiscal penalties for· high error rates. Although even by mid-1980 the 
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state had not developed an effective mechanism for carrying out the 

policy, its existence appears to have had a significant and positive 

impact on the rejection rate. cne might hypothesize that as the 

counties, particularly Los Angeles, recognized the growing possibility 

of financial penalties, they reacted with a much more conservative 

acceptance policy in order to maintain "pure" caseloads and low 

ineligibility rates. In analyzing the timing of the PROP13 and SANCT 

terms, the impacts of the two variables are highly interrelated, as 

they are effective during a nearly identical time period. Thus, when 

the coefficients on the two terms are summed the combined impact for 

the period in which they are both "on" (1/79-9/79) raises the 

rejection rate by nearly 7 percentage points. 

Closing Rate 

The applications registered, processing rate, and rejection rate 

equations are used together to estimate the number of AFDC-FG openings 

each month. A closing rate equation is used to estimate the remaining 

component of the caseload identity. 

The "best" OLS and rho-corrected regressions for the closing rate 

are presented in Table 8.4. Nearly 75 percent of the variance in the 

closing rate is captured by the OLS regression. After rho-correction, 

all coefficients remain statistically significant with little change 

in individual parameter estimates. 

The employment opportunity hypothesis is tested in this equation 

by the inclusion of the .unemployment rate term. According to the 

rho-correc~d version of the regression, a one percentage point 
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Table 8.4 
Los Angeles AFDC-FG: Final Closing Rate Equation (1st Stage) 
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increase in the UNRTE results in a decline of nearly 7/10 of a 

percentage point in the closing rate, suggesting that as employment 

opportunity declines, the rate at Which cases close, both voluntarily 

and administratively, declines as well. 

As the regression table indicates, several one period and 

multi-period fitted dummies appear in the closing rate equation to 

capture extreme data points in the time series that cannot be 

explained. Since, for the roost part, they appear in the early segment 

of the period under consideration, they are not likely to affect the 

evaluation of the impact of later period corrective actions. 

In addition, several variables representing changes in 

administrative I procedural policy unrelated to corrective action 

appear in the equation. Liberalization of the income disregard 

formula in the early 1970s, as proxied by LBDSR, appears to have had a 

highly significant and negative impact on ~e closing rate. Its 

effect was to lower the closing rate by an average of nearly one 

percentage point While the policy was effective. WINTAL, a one period 

dummy variable, captures the initial impact of the WIN/Talmadge 

requirements introduced in July 1968. Its effect was to raise the 

closing rate by.over 9/10 of one point that month. The immediate 

impact of the California Welfare Reform Act, as measured by the 

coefficient on ~1, was to increase the closing rate again by over 

one percentage point. 

Two corrective action variables appear in the closing rate 

equation. CA-7, a proxy for the monthly recipient reporting system, 

is highly significant and exerts an upward pressure on the closing 
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rate. For the period that the system is operative (4/74 - end of 

regression period) its effect was to add, on average, nearly one-half 

of a percentage point to the closing rate. 

FEDSAC, a generalized variable designed to capture the impact of 

the federal sanctions policy and the flurry of "corrective action 

activity" resulting from it also acted to increase the closing rate. 

Its coefficient indicates that during the period that it was in effect 

(1/73 - 12/74) it increased the closing rate by nearly 12 percent of 

the mean value of the rate over the entire regression period. 

Now that the four equations Which comprise the Los Angeles AFDC 

Dynamics Model have been estimated, the next step involves the 

preparation of various simulations to evaluate the impact of 

corrective actions. 



Los Angeles County 

Simulation Results 
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The preceding regression results show that each of the four 

caseload component equations was affected by at least one corrective 

action variable. The applications registered equation indicated the 

existence of a significant feedback mechanism resulting from the 

monthly reporting system (CC*CA7). It suggested that, on average, 

throughout the period when monthly reporting was operative 

(1974-1979), approximately 17 percent of cases closed would be back 

within three months applying for welfare again. Increased performance 

standards (PERFM), a general staff reorganization (STAFRO), the 

elimination of home calls in initial aid determination (ELIMHC), and a 

one period dummy variable to capture the initial impact of the policy 

eliminating home calls (3/74D), all acted to boost the rate at wh~ch 

applications were processed. In the rejection rate, the elimination 

of home calls (ELIMHC), the introduction of a state sanctions policy 

(SANCT), and the discontinuance of group intakes (GRINTl) raised the 

rejection rate above what it would have been in the absence of these 

policies. (A one period dummy variable (ll/74D) accounted for a sharp 

drop in the rejection rate in an isolated period.) Finally, the 

monthly reporting form (CA-7) and a generalized variable accounting 

for tighter administration of the program during the period 

surrounding the federal sanctions policy (FEDSAC) acted to boost the 

rate at which cases were closed. The impact of all of these policy 

variables on cases receiving assistance, cases added, cases closed, 
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and expenditures, are now evaluated in a fully dynamic simulation. 

Cases Receiving Assistance 

Table 8.5 presents the final caseload estimates Which are based 

on the three basic simulations. By comparing the caseload estimates 

resulting from these alternative simulations it is possible to 

estimate the impacts of changes in the relationships between 

"structural" variables and corrective action variables on the size of 

the caseload. 

The table indicates our best model (the PSS) predicted the actual 

caseload with great accuracy. For example, the December 1974 estimate 

is only 1.9 percent lower than actual, while in December 1976 the 

error was less than one half of one percent. Finally, in September 

1979, the PSS estimate of caseload was approximately 1.6 percent 

higher than the actual. By comparing actual cases receiving 

assistance and the PSS estimate of cases receiving assistance 

(scenerios (0) and (2) in Figure 8.1), one can gain an appreciation of 

the accuracy of the · "full model." 

More importantly, however, Table 8.5 and Figure 8.2 indicate the 

impact of structural changes and corrective action on cases receiving 

assistance. By December 1974, had no change occurred in the caseload 

generating function, and no corrective actions been implemented, there 

would have been nearly 11,900 more cases receiving assistance than the 

PSS estimate indicates. This represents an increase of 7.7 percent 

over the PSS caseload. While the Pre-QC/CA structure resulted in 

about 1,800 more cases than the PSS, the corrective actions undertaken 



S:imulaticn 

Actual 
Present Structure (PSS) 

Table 8.5 
Sim.llaticn Results 
Los Angeles Q:Junty 

Cases Receiving Assistance 

at 12/74 
(36 DDlths) 

157,004 
154,083 

Pre - ~/CA. Structure (Pre - ~/CA.) 165,944 
Present Structure -No ~/CA. 167,735 
(PSS -No ~/CA) 

Cf./CA And Structural IIIFacts 

Due to ($./CA. and Structure -11,861 

%PSS (-7.7%) 

DJe to Structure +1,791 

% PSS (+1.2%) 

DJe to Cf./CA -13,652 

%PSS (-8.9%) 
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at 12/76 at 9/79 
(60 maiths~ (93 roonths) 

175,296 164,637 
176,220 167,332 
184,336 189,397 
186,809 192,363 

-8,116 -22,065 
(-4.6%) (-13.2%) 
+2,473 +2,966 

(+1.4%) (+1.8%) 
-10,589 -25,031 
(-6.0%) (-15.0%) 
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Figure 8.1 
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Figure 8.2 
Colnterfactual S:iJrulaticn: los Angeles Chmty 

Inpact of All Corrective Action Variables on Cases Receiving Assistance 
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were responsible for reducing the caseload by more than 13,600 cases, 

or nearly nine percent of the PSS estimate. 

By December 1976 the impact of corrective actions was slightly 

weaker. The difference between the PSS estimate and the Pre-QC/CA 

estimate of caseload was just over 8,100 cases. Changes in structure 

were responsible for a difference of nearly 2,475 in the caseload, 

wh~le corrective action accounted for a reduction of about 10,600 

cases (6.0 percent of the PSS estimate). Corrective action activity, 

therefore, not only offset what would have been predicted caseload 

growth, but an additional 2,500 cases that would have occurred as a 

result of structural changes in the underlying dynamics of the 

program. 

By the end of the full simulation period (September 1979) the 

impact of corrective actions increased again. Had no change in the 

underlying structure occurred, and no corrective action been 

undertaken, there would have been about 22,000 more cases receiving 

assistance than the PSS indicates. Again, corrective action was 

responsible for more than 100 percent of the total reduction (or about 

25,000 cases), but the decline was partially offset by an increase of 

3,000 cases solely attributable to changing structural relationships. 

Corrective action was therefore responsible for producing a caseload 

some 15 percent smaller than might otherwise have occurred. 
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Cases Mded 

Although the preceding discussion indicates that corrective 

action had a significant impact on the number of cases receiving 

assistance in the Los Angeles County AFDC-FG program, it does not 

indicate how the specific reduction was accomplished. By going one 

step further and analyzing the impacts of structural change and 

corrective action on the individual cases added and cases closed 

components of the caseload identity, it is possible to show how the 

22,000 case reduction was achieved. 

Table 8.6 presents the impacts of structural change and 

corrective action on the cases added component of the basic caseload 

identity. It indicates that between January 1972 (the initial period 

of the simulation) and December 1974 there were 215,948 actual 

openings in the AFDC-FG program. OUr "best model," the PSS, predicted 

215,795 openings, an estimate that was virtually error-free. More to 

the point, however, the table also indicates that had no structural 

change occurred and had no corrective actions been undertaken, there 

would have been about 9,600 fewer openings (or about 4.5 percent of 

the PSS estimate) in the program. Changing structural relationships 

accounted for just over 3000 additional openings (or about one third 

of the total difference) while corrective actions had perhaps the 

unrealized effect of increasing the number of recorded openings by 

nearly 6,600 cases. This was due to additional reapplications that 

occurred as a result of increased administrative closings of some 

presumably eligible cases. 

Over the longer period from January 1972 to December 1976, there 



Simulation 

Actual 
Present Structure (PSS) 

Table 8.6 
Simulation Results 
Los Angeles County 

Cases Added 

Q.m.J.lative 
to 12/74 

(36 months) 
215,948 
215,795 

Pre - rt:.ICA Structure (Pre - QC/CA.) 206,188 

Present Structure - No QC/CA. 209,216 
(PSS - No rt:./CA) 

QS;/CA And Structural Impacts 

Due to QC/CA and Structure +9,607 

%PSS (+4.5%) 

Due to Structure +3,028 

% PSS (+1.4%) 

Due to QS;/CA +6,579 

% PSS (+3.1%) 
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Cunulative Cllnulative 
to 12/76 to 9/79 

(60 m:mths) (93 months) 
392,574 613,157 
394,254 615,640 
367,799 590,394 
373,659 600,011 

+26,455 +25,246 
(+6.7%) (+4.1%) 
+5,860 +9,617 

(+1.5%) (+1.6%) 
+20,595 +15,629 
(+5.2%) (+2.5%) 
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were almost 26,500 fewer additions in the Pre-QC/CA simulation 

relative to the PSS simulation. Different structural relationships 

accounted for nearly 5,900 openings (or 22 percent of the total), 

while corrective action was responsible for increasing openings by 

almost 20,600 cases. Finally, over the full 93 month simulation 

period, more than 25,000 more openings occurred in the PSS simulation 

than were predicted by the Pre-QC/CA simulation. Sixty-one percent of 

the difference, or approximately 15,600 cases were the result of 

corrective action related factors, while changes in underlying 

structural relationships were responsible for the remaining 9,600 

additional openings. 

Cases Closed 

In addition to affecting the cases added component of the 

caseload identity, some of the corrective actions in the Los Angeles 

County model acted to increase the rate at Which active cases were 

closed. Table 8.7 presents the impacts of both structural change and 

corrective action on the total number of cases closed over three time 

periods. 

The table indicates that between January 1972 and December 1974 

the total impact of structural change and corrective action was to 

increase closings by over 21,000 cases. While changing structural 

relationships were responsible for a difference of 1,300 closings, 

corrective action increased the number of cases closed by more than 

19,700, or 8.7 percent of the PSS estimate. 

Over the 60 month period ending in December 1976, the difference 



S:imllaticn 

Actual 
Present Structure (PSS) 

Table 8.7 
Simllaticn Results 
IDs At!geles County 

Cases Closed 

Omllative 
to 12/74 

~36 DDlths) 
225,319 
228,026 

Pre - ~/CA Structure (Pre - ~/CA) 206,985 

Present Structure -No ~/CA 208,286 
(PSS - No ~/CA) 

~/CA And Structural Impacts 

Due to ~/CA and Structure +21,041 

%PSS (+9.2%) 

Due to Structure +1,301 

% PSS (+0.5%) 

Due to ~/CA +19,740 

% PSS (-+8. 7%) 
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Cl.mulative Qmllative 
to 12/76 to 9/79 

(60 Dalths~ ~93 mcnths) 
382,321 614,090 
383,105 613,954 
348,732 567,287 
352,179 574,024 

+34,373 +46,667 
(+9.0%) (+7 .6%) 
+3,447 -+6,737 

(+0.9%) (+1.1%) 
+30,926 +39,930 
(-+8.1%) (-+6.5%) 
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in closings attributable to changing structural relationships in 

conjunction with corrective action activity was nearly 34,375 cases. 

Of this total difference, corrective action was responsible for almost 

31,000 closings, or 8.1 percent of the PSS estimate. Changes in 

structural relationships accounted for the remainder. Finally, over 

the entire 93 month simulation period, the difference between the PSS 

estimate and the Pre-QC/CA estimate amounts to more than 46,600 

closings, with corrective action responsible for the major share (85 

percent of the total increase in closings and 6.5 percent of the PSS 

estimate). These extra closings far outweighed the additional 

openings that resulted from corrective action. This explains part of 

the net decline in the expected caseload of 22,000 families by 

september 1979. 

Expenditures 

Table 8.8 presents the impacts of structural change and 

corrective action on AFDC-FG expenditures. Again, the methodology 

employed in obtaining expenditure estimates consisted of multiplying 

estimates of cases receiving assistance under each alternative 

simulation by the actual expenditure~~ in each period. The 

critical assumption here is that every case that is either added to or 

subtracted from the caseload receives the average expenditure per 

case. This is, in fact, a dubious assumption, for one might expect 

that a high proportion of cases affected by corrective action actually 

receive only marginal amounts of aid. Because available data did not 

allow us to derive a more realistic estimate of what the "typical" 



Actual 
Present Structure (PSS) 

Table 8.8 
S:inulatial Results 
Los Angeles Coonty 

Expenditures (in thousands) 

om,Jative 
to 12/74 

(36 toonths ~ 
$1,304,181 
1,287,638 

Pre - ~/CA Structure (Pre - c:t:-/CA.) 
Present Structure -No f$./CA 

1,322,226 
1,328,648 

(PSS - No c:t:-/CA.) 
rt:.ICA And Structural !mpacts 

Due to QC/CA and Structure $-34,588 
% PSS ( -2. 7%) 

Due to Structure 
% PSS 

Due to QC/CA 
% PSS 

. +6,422 
(+0.5%) 
-41,010 
( -3 .2~~) 
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om,lative Clmllative 
to 12/76 to 9/79 

~60 m:nths~ ~93 toonths) 
$2,409,138 $4,223,669 
2,383,523 4,190,879 
2,479,710 4,443,946 
2,500,902 4,491,650 

$-96,187 $-253,067 
(-4.0%) (-6.0%) 
+21,192 +47 ,704 
(+0. 9%) (+1.1'7o) 

-117,379 -300,771 
( -4. rr/o) (-7 .1%) 
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case affected by corrective action might receive in terms of a cash 

benefit, it was necessary to work within the constraints of this 

asslll\ption. 

Table 8.8 indicates that if no structural change had taken place 

and no corrective actions had been undertaken, AFDC expenditures by 

December 1974 would have been nearly $34.6 million more than the PSS 

indicates. Corrective action was actually responsible for a reduction 

of $41 million over the 36 month period (or 3.2 percent of the PSS 

estimate), but this was partially offset by an increase in 

expenditures of $6.4 million caused by changing structural 

relationships. 

By December 1976, we estimate a maximum likely savings due to 

corrective actions and associated changes of nearly $96.2 million. 

Again, corrective action was responsible for well over 100 percent of 

the gross reduction ($117.4 million or 4.9 percent of the PSS 

estimate), but a changing structural regime increased expenditures by 

$21.2 million, offsetting the corrective action reduction. Figure 8.3 

depicts graphically the impact of both structural change and 

corrective action on AFDC expenditures. The total area between 

simulations (2) and (3) represents the impact of corrective actions 

alone, While the differential between simulations (1) and (3) 

indicates the effect of changing structural relationships. 

Finally, by September 1979 total expenditure savings for the 93 

month period are estimated at $253 million. Corrective actions alone 

can be credited with reducing expenditures by slightly more than $300 

million or 7.1 percent of the PSS estimate, but again, this reduction 
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was offset by an increase of nearly $48 million due to changes in the 

underlying structure. This represents a clear expenditure savings of 

some magnitude. Corrective actions were responsible for an average 

monthly savings of $3.23 million per month over the entire period. 

Again, however, the reader must be cautioned that this is an outside 

estimate given the method for measuring expenditure savings. A more 

likely estimate might be anywhere from one-half to two-thirds of this 

total. 

Which Corrective Action Did the Most? 

The preceding analysis did not indicate which corrective actions 

were the most powerful in terms of their impact on the various 

caseload components, and in the final analysis, on the caseload 

itself. In the following pages, the impact of each corrective action 

on cases receiving assistance, openings, closings, and expenditures is 

statistically evaluated. 

Cases Receiving Assistance 

Table 8.9 presents the individual impacts of the eight basic 

corrective action variables on cases receiving assistance in Los 

Angeles County at three points in time. Additionally, Figures 8.4 

through 8.11 depict graphically the individual impacts of each 

corrective action variable on cases receiving assistance for the full 

simulation period. 

The first corrective action variable to appear (STAFRO) 

represents a period of extensive departmental staff reorganization 



Table 8.9 
Individual Corrective Action Impacts 

Los Angeles County 
Cases Receiving Assistance 

~/CA Variable 

1) STAFRO 
2) ELIMHC & 3/740 
3) FEDSAC 
4) PERFM 
5) CA-7 
6) SANCT 
7) GRINIT 
8) 11/740 

Total (Excluding Interactions) 
Interactions 

Total Impact 

at 12/74 
(36 nalths) 

-49 
-1,161 
-9,896 

-138 
-2,058 

0 
0 

+339 

-12,963 
-689 

-13,652 

at 12/76 
(60 months) 

-18 
-4,008 
-3,452 

-51 
-3,197 

0 
0 

+124 

-10,602 
+13 

-10,589 

290 

at 9/79 
(93 m:mths) 

-4 
-5,593 

-850 
-13 

-5,253 
-2,922 

-12,697 
+31 

-27,301 
+2,270 

-25,031 
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during 1972. The table indicates that by December 1974, a full 36 

months out in the simulation, the impact of the reorganization on the 

caseload was insignificant at best. Because the variable STAFRO 

entered the processing rate equation, it ~uld not be expected to have 

a very significant impact on the caseload, for the processing rate 

equation simply determines the number of applications disposed, but 

not the number of applications rejected or active cases closed. 

Figure 8.4 reflects graphically the estimates presented for 

STAFRO in Table 8.9. The difference between scenerios (1) and (7) 

represents the impact of the staff reorganization on cases receiving 

assistance. Note that during 1972 and 1973 the differential between 

the simulations is minor, and that by the end of 1973 the two 

scenerios fully converge. This indicates that the initial impact of 

the reorganization on the caseload had already completely dissipated. 

The second corrective action to appear in the table is actually 

comprised of two separate variables. The elimination of a home calls 

policy (ELIMHC) which boosted both the processing and rejection rates, 

and a one period dummy variable (3/740) to account for the initial 

impact on the processing rate of the policy discontinuance are 

evaluated as one corrective action because they are elements of the 

same phenomenon. The table indicates that QY December 1974, had the 

policy of home calls in aid determination not been abandoned, there 

would have been nearly 1,200 more cases receiving assistance. By 

December 1976 the caseload reduction attributable to this corrective 

action variable had grown to over 4,000, and by September 1979 the 

total reduction was nearly 5,600 cases. As explained in the 



Figure 8.4 
Counterfactual Sinulation: IDs Apgeles County 

!Dpact of Staff Reorganization (STAFRO) on Cases Receiving Assistance 

t 
• I I I I I I I I I I I I I I I I I I I I I I I I I I I I I I I I I I I I I I I I I I I I I I I I I I I I I I • I I -' I I 1 1 1 I 1 1 I I I I I I I 1 I I I I I • I • • I I I I I I I I I I I I I 1 1 1 1 1 1 1 1 ... 

"' 
! .. .. . . u .... • • • :: 

~~ .... •• ... • • . : •• •• . . ... •• ... 
i 

'l: •• .. ... •• ... : a• .: . . •• ... ... 
i •• ... •• . . .... ... ... • • • u .... . . •• •• ... : • •• ... •• ;: •• ... • • • .... :::: 
ti ... • • • ... •• .. 
=i ... • : ;: 

• 

• 

(1) 

(2) 

(7) 

•• • 

• 

• 

PRESENT STRUCTURE SIMULATION (PSS) 
NO QC/CA SIMULATION PSS 

PSS 

• 

• • 

OMIT: STRAFRO 

•• • 

.. .. ... • • .. .. •• 
.. • •• ... • 

fill "'" ....... ..... .. • .. .. .... • • 
... ... .. .. ... 

: 
.. .. 
• • • 

.... .. ... 

• • 
•• 

... .. .. 

••• .... .! •• .. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .. 

... 

• 

...... 

• • 

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

• •• 
•• 

.. 

.. 
... 

• 

• 

• 

"' 

• 

.. ... 

• • 

... 

... 

• 

• 

.. ......... 

• • •• 

... ... 

• • 

... ... 

•• 

... 

• 

.... 

•• 

NN .. ...... .. ... 

• ••• • • • 

"' 

... 

• 

• 

N N ....... 
... ..... 

•• • 
• •• •• 

...... 
"' "' ..... 

• • •• • • 

• 

... .. 
"' "' 

"' .. u :-• :. ... •• "' .. lltN • I := 

• 
•• 

• 
•• • 

N 

• 
• 
• 

... • i • n 
i: . ... : 
h . . :: ... 
i •a : . . . t: • : • • . .. • • . . .... . .. . ... 
I: . ... . . 
:~ . .. • • •• • • • . .. • • . . •• • • . ... • • • .... .... . ... :; ... • : . .. • • •• t= . .. • : u 
~~ . ......................................................... . .. .. 



293 

regression results, by eliminating the home calls requirement, the 

Department apparently was able to free up staff time for other aspects 

of eligibility verification. This clearly allowed for a significant 

reduction in the caseload. 

Figure 8.5 presents the impact of this variable on cases 

receiving assistance. The significant distance between simulations 

(1) and (4) indicates the powerful nature of discontinuing home calls. 

FEDSAC, a generalized variable constructed to account for tighter 

administration of the welfare program during 1973 and 1974, also had a 

significant impact on the AFDC caseload. Both Table 8.9 and Figure 

8.6 indicate that the administrative tightening (which resulted in a 

significant increase in the closing rate) had a major impact 

initially. The table shows that the policy was responsible for 

reducing the case1oad by almost 10,000 cases relative to what it would 

have been in the absence of FEDSAC. Because the policy acted as a 

one-time shock to the closing rate during 1973 and 1974, its impact 

necessarily faded over time. Figure 8.5 indicates that by the end of 

the simulation period, the two caseload simulations with and without 

the FEDSAC variable, simulations (1) and (5) respectively, are nearly 

identical. This suggests the transitory nature of this policy. 

The variable proxying for the increased performance standards set 

by top management for departmental staff (PERFM), significantly 

affected the processing rate, but had no significant impact on the 

caseload. Note that initially scenerios (1) and (3) in Figure 8.7 are 

not significantly different, and that for the remainder of the 

simulation period they are identical. 
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'Ihe JOOnthly reporting system (CA-7), probably the most publicized 

of all the corrective actions, played a significant role in reducing 

the caseload well below what it would have been in its absence. 

Although it was partially responsible for indirectly increasing 

reapplications as well as directly boosting closings (and therefore 

creating a churning or cycling effect with the system), the net impact 

of this program of monthly recertification was to reduce the caseload 

in a gradual manner. Between December 1974 and September 1979, the 

reduction in caseload brought about by monthly reporting grew from 

2,000 to nearly 5,300. Figure 8.8 graphically depicts the impact of 

this corrective action. 'Ihe growing differential between scenarios 

(1) and (3) throughout the simulation period indicates the significant 

contribution of CA-7 to caseload reduction. 

Two of the remaining three corrective action variables, because 

they only assumed values in later periods of the simulation, obviously 

had no impact on the caseload before 1977. However they did exert 

significant effects at the end of the simulation period. The 

imposition of state sanctions with regard to county-level error rates 

(SANCT) acted to reduce the caseload by nearly 3,000 by September 1979 

(see Figure 8.9), presumably because it prompted a general tightening 

of the program's administration. More importantly however, the 

elimination of group intakes (GRINTl) in 1977 had the most significant 

impact on cases receiving assistance of any of the corrective actions. 

By changing from a group intake procedure to a one-to-one intake 

interview, eligibility workers in the Department were able to increase 

the amount of scrutiny each application received, and as a result the 
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rejection rate rose accordingly. Table 8.9 indicates that in 

September 1979 there were nearly 12,700 fewer cases receiving 

assistance than there would have been had group intakes not been 

discontinued. In addition, Figure 8.10 depicts this impact in graphic 

form. Note that the differential between simulations (1) and (6) is 

approximately one-half of the differential between simulations (1) and 

(2), indicating that the GRINTl variable accounted for almost one-half 

of the total corrective action induced reduction in caseload by 

September 1979. One might conclude then that the elimination of home 

calls in 1974 and of group intakes in 1977 together with monthly 

income reporting begun in 1974 were the three most powerful corrective 

actions taken in Los Angeles County. Together they accounted for over 

23,000 fewer cases by late 1979, over 14 percent of the PSS estimate 

of caseload for September 1979. 

The one period dummy variable (11/740) in November 1974 Which was 

designed to account for a large decline in the rejection rate in that 

month, was responsible for only a slight increase in the caseload 

during the simulation period because initially fewer applications were 

rejected. However, Figure 8.11 indicates that the variable acted as a 

one-time exogenous shock, as simulations (1) and (4) totally converge 

within about two years of the variable's direct impact. 

Cases Added 

As was suggested in a previous section, cases receiving 

assistance is disaggregated into the primary components of openings 

and closings in order to facilitate a more thorough evaluation of 
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corrective actions. Table 8.10 presents the individual impacts on the 

cases added component of the system. 

The elimination of the home calls policy (ELIMHC and 3/74D) had a 

powerful impact on openings through its effect on the rejection rate. 

By directly increasing the rate at which applications were rejected, 

the discontinuance of home calls reduced openings over the entire 

simulation period by almost 15,000 relative to what would have 

occurred if the policy remained operational. 

FEDSAC, the generalized variable accounting for the period 

surrounding the introduction of the federal sanctions policy, and 

CA-7, the proxy for the monthly reporting form, both acted to increase 

openings, although their magnitudes were quite different. Any policy 

which directly increases closings necessarily increases openings 

because of the feedback mechanism present in the applications 

equation. The interaction term (CC*CA7) suggests that approximately 

16 percent of cases closed in period t-3 reapply for AFDC in period t. 

Therefore, because both FEDSAC and CA-7 increase closings, they 

increase openings as well. The monthly reporting form (CA-7), through 

this feedback mechanism, increased openings over the entire simulation 

period by more than 46,000 relative to what would have occurred had 

the monthly reporting system not been operative. 

Two of the remaining variables, SANCT and GRINTl, in contrast to 

the federal sanctions policy and monthly reporting, directly acted to 

reduce openings in the AFDC program. By boosting the rejection rate 

and therefore increasing the number of rejections, the switch from 

group intakes to a one-to-one intake interview reduced openings by 



Table 8.10 
Individual Corrective Action ·Impacts 

los Angeles County 

fF./CA Variable 

1) STAFRO 
2) ELIMHC & 3/740 
3) FEDSAC 
4) PERFM 
5) CA.-7 
6) SAte!' 
7) GRINIT 

8) 11/740 

Total (Excluding Interactions) 
Interactions 

Total Impact 

Cases Added 

Om.llative 
to 12/74 

(36 m:nths) 
-32 

-1,238 
+1,255 

-33 
-+6,501 

0 
0 

+356 

-+6,809 
-230 

-+6,579 

Q.mulative 
to 12/76 

(60 m:nths) 
-30 

-6,672 
+1,940 

-28 
+23,824 

0 
0 

+346 

+19,380 
+1,215 

+20,595 

304 

Qmllative 
to 9/79 

(93 toonths) 
-29 

-14,729 
+2,108 

-25 
+46,291 

-3,468 
-22,059 

+341 

+8,430 
+7,199 

+15,629 
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more than 22,000 in comparison to what would have taken place in the 

absence of the policy change. In addition, the state sanctions 

policy, by also boosting the rejection rate, resulted in nearly 3,500 

fewer openings over the first nine months of 1979. 

Cases Closed 

Using the same methodology we can evaluate the impacts of 

individual corrective actions on the cases closed component of the 

basic caseload identity. Table 8.11 presents the effects of each 

corrective action variable on cases subtracted. 

The three rejection rate variables, ELIMHC and 3/740, SANCT, and 

GRINT1 all reduced the number of case closings throughout the 

simulation period. The dynamics are straightforward: when specific 

corrective action activities increase the rejection rate, fewer cases 

are added to the AFDC caseload. This obviously results in a caseload 

which is lower than if the activities had never been initiated. 

Clearly, a lower caseload multiplied by an exogenously determined 

closing rate results in fewer closings over any discrete period. 

Table 8.11 indicates that through these interactions the 

elimination of a home calls policy resulted in 9,300 fewer closings 

than would have occurred in the absence of the policy reversal. 

Moreover, the elimination of group intakes (GRINTl) reduced closings 

by more than 9,700 cases, while the introduction of a state sanctions 

policy, by directly increasing the number of rejections, indirectly 

reduced the number of cases closed by 631 during 1979. 

Both FEDSAC and ~-7 are variables that directly entered the 



Table 8.11 
Individual COrrective ·Acticn ImPacts 

"IDs At!geles County 

f:F./CA Variable 

1) STAFRO 
2) EI..miC & 3/74D 
3) FEilSAC 
4) PERPM 
5) CA-7 
6) SAti:T 
7) GRINri 
8) ll/74D 

Total (Excluding !nteracticlls) 
Interactions 

Total JDpact 

· ·eases ··closed 
«lmllative 
to 12/74 

.. (36 m:nths) 

+15 
-118 

+10,795 
+101 

+8,485 
0 
0 

+29 

+19,307 
+433 

+19,740 

Qm1lative 
to 12/76 

~60 DDnths2 

-12 
-2 762 • 
+5,309 

+21 
+26,942 

0 
0 

+225 

+29,723 
+1,203 

+30,926 

306 

Omtlative 
to 9/79 

(93 months) 

.. 25 
·9,300 
+2,934 

-14 
+51,391 

-631 
-9,731 

+311 

+34,935 
+4,995 

+39,930 
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closing rate equation. It is totally consistent then that they act to 

raise the number of case closings throughout the simulation period. 

Because the federal sanctions policy variable is specified as a 24 

month variable, assuming values only during 1973 and 1974, its impact 

on closings is quite powerful at first, but fades during the remainder 

of the period. In the absence of the general administrative 

tightening proxied by FEDSAC, there would have been nearly 10,800 

fewer closings by December 1974 relative to the PSS estimate of cases 

closed. By 1979, however, the number had declined to just over 2, 900 

in relation to the PSS estimate. 

Monthly reporting (CA-7) 1 in calling for recipient 

recertification on a monthly basis, had the greatest impact on 

closings of any of the corrective action variables. It was 

responsible for more than 51,000 additional closings over the full 

simulation period. In conjunction with the feedback mechanism that 

acted to increase openings, however, the net result of CA-7 was a 

caseload reduction of about 5,000, relative to a welfare system in 

which CA-7 never existed. 

Expenditures 

Table 8.12 presents the individual corrective action impacts on 

expenditures. Again, we stress the assumption implicit in the 

calculation of expenditures savings: each case affected by corrective 

action is assumed to receive the average expenditure for all cases. 

Although this methodology surely overstates expenditure savings, lack 

of more accurate data precludes us from making more reliable 



~/CA. Variable 

1) STAFRO 
2) ELlMHC & 3/74D 
3) FEI&C 
4) PERPM 
5) CA-7 
6) SAR:I' 
7) GRINri 
8) ll/74D 

Table 8.12 
·IndiVidual Corrective ActiOn ·Impacts 

lDs Angeles ·eoun;y 
Expenditures (in thousands) 

Om dative Qm,Jative 
to 12/74 to 12/76 

.. (36 . m:nths) (60 DDnths) 

$+189 $-6 
-703 -19,618 

-34,353 -72,513 
+558 +2 

-5,850 -23,410 
0 0 
0 0 

+168 +1,525 

Total (Excluding I:nteractitmS) 
Interactions 

-39,991 
-1,019 

-114,020 
-3,359 

Total !Dpact $-41,010 $-117,379 

. 
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om,Jative 
to 9/79 

(93 IOOnths) 

$-98 
-70,793 
-91,123 

-273 
-68,220 
-5,062 

-76,151 
+2,200 

-309,520 
+8,749 

$-300,771 
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estimates. 

The first corrective action having a significant impact on 

expenditures is the elimination of a home calls policy (ELIMHC and 

3/740). Clearly, through its direct effect of reducing openings in 

the AFDC program, the elimination of home calls was responsible for 

reducing expenditures relative to What they would have been in the 

absence of the policy change. According to two PSS simulations, one 

with and one without this corrective action variable, the elimination 

of the home calls policy was responsible for a $1946 million 

expenditure reduction by December 1976. Moreover, by September 1979, 

the total 93 month difference between the two simulations was a full 

$70.8 million, or 23.5 percent of the total reduction attributable to 

all corrective actions. 

FEDSAC, the proxy variable for tightened administration of the 

AFDC program (specifically with respect to closings), also had a 

significant impact on expenditures. By increasing the measured 

closing rate, and therefore the number of closings, this variable 

reduced the case load, and in turn the amount of money expended to AFDC 

recipients. A comparison of PSS simulations with and without the 

FEDSAC variable indicates that by December 1974, expenditures would 

have been $34.4 million more had this tighter administration not been 

present. By September 1979, the total impact of FEDSAC was about 

$91.1 million or about 2.2 percent of total PSS expenditures for the 

full simulation period. 

The ronthly reporting system (CA-7), because it also acted 

directly to reduce the caseload through increased closings, was 
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responsible for major expenditure savings. The difference between two 

PSS simulations, one with the CA-7 variable operative and the other 

with it removed from the equation system, was about $5.8 million by 

December 1974. OVer the next 24 months the difference had grown to 

$23.4 million, and by September 1979 the total expenditure reduction 

attributable to monthly reporting was about $68.2 million, or 1.6 

percent of total expenditures in the PSS simulation. 

The final two corrective action variables indicating a 

significant impact on expenditures are the state sanctions policy 

(SANCT) and the discontinuance of group intakes (GRINTl) • As 

discussed in an earlier section, both of these variables, by directly 

raising the measured rejection rate, reduced the number of cases added 

to the program. A comparison of a full PSS simulation and a 

counterfactual simulation omitting SANCT indicates that this policy 

was responsible for a reduction of about $5.1 million by September 

1979. A comparison of similar simulations with the GRINTl variable 

indicates that by reducing the number of openings in the program 

through the elimination of a group intake policy, expenditures were 

$76.2 m~llion or about 1.8 percent less than they would have been had 

group intakes been maintained. 

Thus, as far as expenditures are concerned, the three most 

powerful corrective actions were the federal sanctions (FEDSAC), the 

discontinuance of group intakes, and monthly income reporting. 

Together they were responsible for a maximLUn savings of nearly 5.5 

percent of the PSS estimate of total AFDC-FG expenditures between 1972 

and 1979. 



Chapter 2. 
Alameda County 

Caseload and Expenditure Trends 

Alameda County had an average monthly AFDC-FG (Family Group) 

caseload of about 6,500 cases in 1964. By the end of 1968, the number 

had reached 14,000. OVer the following 24 month period the number of 

cases receiving aid grew considerably. By the end of December 1970 

there were more than 23,000 cases under care in Alameda, representing 

an increase of over 9,000 cases, or almost 65 percent, in just a two 

year period. Since that time the caseload has remained relatively 

stable, fluctuating between 22,000 and 25,000 cases. In December 1979 

the FG caseload stood at 24,420 cases. 

While the caseload increased by about 400 percent during the 

period of analysis, expenditures rose at about twice that rate. In 

January 1964 $1.04 million was expended on AFDC benefits. June of 

1968 signified the last time that monthly expenditures would ever be 

below $2.0 million. As a result of the payment of retroactive benefit 

increases, September 1979 witnessed the first time expenditures broke 

the $8.0 million mark. In fact, expenditures actually exceeded $10.5 

million in that one month. In December of the same year, monthly 

expenditures stood at about $8.1 million. 



Demographic Characteristics 

Alameda's female population (aged 18-54) has grown at a much 

slower rate than either of the other two counties under study. 
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Between January 1964 and December 1971, this subgroup of the 

population grew by about 30,000 persons. Over the following three 

years, however, growth was almost non-existent. From 279,000 women in 

January 1972, this population grew to 281,400 by December 1974. 

Moderate growth resumed in 1975, and has continued to the present. 

Estimates place the number of women aged 18 to 54 at about 296,000 in 

December 1979. 

Economic Characteristics 

Employment structure in Alameda County has not changed 

dramatically over the period 1964 to 1979. Unlike the counties of Los 

Angeles and San Diego, located in the more tourism-dependent areas of 

Southern California, growth in employment in the low skill service 

sector (employment in eating and drinking establishments and hotels 

and motels) has not been overly dramatic. From a level of about 

10,400 workers in January 1964, employment in this sector expanded 

about two and a half times to 26,400 jobs. 

Manufacturing employment, on the other hand, has been almost 

completely stable. There was, however, a significant secular decline 

in the seasonality of employment in the food and kindred industry. 

Throughout most of the 1960s monthly employment in this industry 

jumped by 5,000 to 9,000 workers during its peak season - the months 

of August and September. In more recent years this pronounced 
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seasonality has been almost totally mitigated. 

tegal and Administrative Characteristics of AFDC 

As in the case of the other California counties, Alameda has seen 

many changes that may have affected caseload and expenditure growth. 

The "30 + l/3" disregard provisions were implemented in July 1968, and 

were applied to net earnings for the first year and a half that they 

were in effect. As already noted in the Los Angeles County historical 

review, this made application of the provisions more conservative than 

in other states. Beginning in February 1970 the formula was changed 

and was applied to gross earnings, effectively raising the amount of 

earnings a recipient could have while retaining AFDC eligibility. 

In early 1966, Medi-cal was introduced. It provided medical care 

to low income families (both those families that were on public 

assistance and some that were not) at little or no cost, and, 

therefore, acted as a type of "supplement" to the basic welfare grant. 

Food stamps were introduced in the County in August 1968, and they 

also acted as a benefit supplement for those on public assistance. 

There were several local factors which affected the large number 

of additions to the Alameda caseload in 1970. According to Michael 

Wiseman of the University of California at Berkeley,(*] 

[*] Michael Wiseman, County Welfare: Caseload Growth and Change 
in Alameda County, California, 1967-73, Income Dynamics Project, 
Institute for Business and Economic Research, University of California 
at Berkeley, August 1976, p. 37. 



------------~------- -------- ------------

314 

Some portion of the expansion was the result of recruitment by 
recipient-oriented groups such as the Alameda County Legal Aid 
Society; part was apparently brought about by active solicitation 
of applications by caseworkers. This, plus a series of 
revelations concerning welfare "fraud" brought the welfare system 
to the attention of the oakland Tribune, an important political 
force in the county. The Tribune began a series of articles and 
news reports in May 1970, in which lax administration in the 
welfare department, the efforts of the legal and society, and 
"legal fraud" were emphasized. 

Wiseman asserts further that the initial impact of the newspaper 

series was to raise both public indignation and the number of 

applications for welfare. OUr research suggests that this was indeed 

the case. 

The California Welfare Reform Act (CWRA) was implemented in 

October 1971. Hundreds of.individual provisions were contained in the 

legislation, but it is most important to note that its passage 

represented a turn toward much more conservative welfare policy 

statewide. As outlined earlier in this report many of the 

verification and recertification systems originating in the CWRA are 

maintained today. 
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Corrective Action Efforts 

Monthly Income Reporting 

In contrast to the other two California counties involved in this 

study, Alameda introduced the monthly income reporting system in 

mid-1972 rather than early 1974. This system required recipients to 

report income and any changes in their status on a monthly basis. 

Alameda was chosen as one of the counties to implement the monthly 

reporting form (CA-7) on a pilot program basis. After testing in 

Orange and Alameda counties in 1972 and 1973 the form was required in 

all counties in 1974. 

Corrective Action Panels 

Similar to all other jurisdictions, Alameda county has organized 

Corrective Action Panels in several aid categories including AFDC. 

These panels formalized a process by which those particular elements 

of eligibility determination responsible for a significant number of 

errors are identified and subsequently corrected. When errors are 

uncovered, eligibility staff are informed that emphasis is to be 

placed on the specific error-causing element regarding correct 

computation of the grant and correct interpretation of regulations. 

The AFDC corrective action panel consists of both line and management 

staff, and meets once per month to review all applicable quality 

control data and management reports. It has the authority to plan, 

implement, and evaluate corrective actions. 
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The corrective action panel also develops and distributes to all 

AFDC workers a written plan each month that indicates the problem 

areas to be emphasized and outlines the correct methods to be 

followed. Areas of emphasis have included renewal processing, income 

tax refunds, school attendance, and social security numbers. Finally, 

eligibility supervisors are required to conduct audits of a small 

sample of cases in order to insure that workers follow the directions 

set forth in the monthly Corrective Action Plan. 

Staff Development and Training 

A significant part of Alameda's effort to reduce AFDC errors has 

consisted of improved training for its eligibility staff. Staff 

Development members conduct an Induction Training Program, in which 

newly hired trainees are given six weeks of extensive, practical 

Eligibility Technician (ET) training in various aid categories. After 

completion of the training course, the trainees are evaluated on their 

progress and if they have shown sufficient skills and competency, they 

begin their roles as ETs. 

The Alameda Social Services Agency maintains that the best way to 

reduce client-caused errors is to fully develop the workers' skills in 

interviewing. Staff Development, therefore, provides ongoing training 

for ETs and their supervisors on new regulations and procedures. 

Moreover, advanced interview training has been initiated for the 

eligibility staff. It has for the most part focused on investigative 

interviewing in order to assist workers in detecting potentially 

fraudulent situations. Finally, an interview checklist was developed 
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to assist workers in the eligibility detennination process. 

Program Specialists 

In an effort to reduce errors of all types specialists are 

utilized in the various aid categories to keep the Agency fully 

informed of all regulation changes, to write procedures and handbooks, 

and to serve as liasons to the state for aid programs. They also 

serve on the corrective action panels and are responsible for writing 

monthly Corrective Action Newsletters that provide policy and 

regulatory clarifications to all agency staff. 

State Earnings Clearance System 

As noted earlier, all counties are required by the state to use 

the Earnings Clearance System which detects unreported and 

under-reported income of recipients through a computer match. This 

system was revised in 1979 in order to make it more effective as a 

management tool in detecting welfare fraud. About 3,000 cases per 

month are cross-checked with earnings data from the Employment 

Development Department. The Alameda Social Services Agency maintains 

that this has been a significant factor in uncovering the fraudulent 

receipt of AFDC benefits. 

These corrective action programs, as well as the standard 

variables used in a caseload components model were proxied in the 

Alameda model. A list of the county-specific administrative and 

institutional variables developed for the Alameda AFDC model appears 
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below. FOllowing this list we present the final regression and 

simulation results which allow us to evaluate the impact of corrective 

action on caseload and expenditure levels. 
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Alameda County 

County-Specific Administrative and Institutional Variables 

FEB 

STRIKE 

MSTRKE 

IMPWRA 

WR&TRB 

LBISR2 

February Dummy - Has value of 1.0 in February each 
year to account for lower closing rate in those months. 

Social Wbrker Strike Dummy Variable - Has value of 
1.0 1n 6/76 and .SO in 7/76 to account for impact of 
social worker strike on closing rate. 

Modified Social Wbrker Strike Dummy Variable - Has 
value of .SO in S/76, 1.0 in 6/76, and .SO in 7/76 to 
account for impact of social worker strike on cases 
added. 

Anticipation of California Welfare Reform ~ - Has 
value of 1.0 in 6/71 and 7/71 to account for impact of 
anticipation of CWRA on closing rate. 

Implementation of California Welfare Reform Act -
Has value of .SOlin 10/71 (month of implementation), 
1.0 in 11/71 and .SO in 12/71 to account for impact of 
implementation on closing rate. 

Welfare Rights and oakland Tribune Series - Dummy 
variable from March to September 1970 (with monthly 
values respectively .2S, .2S, .2S, .2S, .so, .so, 
1.0) to account for impact of increased welfare rights 
activity and a series of articles appearing in the 
oakland Tribune Which emphasized lax administration 
of the welfare department, "legal fraud," and activ-
ities of the Legal Aid Society. 

Liberalization of the Income Disregard Program -
Has value of 1.0 from 2/70 to 4/71 to account for 
period When disregards were calculated on the basis of 
gross rather than net income. 
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Corrective Action Variables 

FX:S 

RETBUG 

MDCA-7 

Earnings Clearance System - Has value of 1.0 from 
10/73 to 12/79 to account for existence of earnings 
clearance system. 

Retrospective Budgeting Method - Has value of 1.0 
from 1/71 to 12/79 to account for this system of bud-
geting. 

Modified Monthly Income Reporting Form (CA-7) Dunmy 
variable - Has value of 1.0 from 7/72 to 1/75 to 
account for implementation and initial impact of the 
monthly income reporting form. 
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Alameda County 

Regression Results 

As mentioned earlier, the lack of full components data in Alameda 

County precluded anything more elaborate than a cases added/closing 

rate model. Although it was impossible to construct either an AFDC-FG 

rejection rate equation or a processing rate equation due to the 

nature of available data, the cases added/closing rate model allowed 

us to evaluate the impact of corrective actions on the closing rate, 

one of the two components Where such variables are most likely to 

exert same influence. It is therefore a model Which still allows 

significant evaluation capability. This section presents the final 

regression equations for the cases added and closing rate components 

of the case load identity in Alameda County. [*] 

Cases Added 

Since much of the components data available in Alameda does not 

distinguish between the family group (FG} and unemployed (U) programs, 

we were forced to rely on a cases added equation rather than an 

applications equation for AFDC-FG. The cases added equation 

implicitly assumes a processing rate and an acceptance rate as the 

following identity reveals: 

CA.ADD(t} = {[(AP.REC(t) + PEND(t-1)] * PROC.RT(t} 

---·---
[*] The Appendix to this report presents the short period 

regressions used in preparing the Pre-QC/CA simulations. 
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* ACC.RT(t)} + TRAN.IN(t) 

where: CA.ADD(t) = Cases .Added (t) 

AP.REC (t) = Applications Received (t) 

PEND(t-1) = Applications Pending from previous periods 

PROC.RT(t) = Processing Rate (t) 

ACC.RT(t) = Acceptance Rate (t) or (1 - Rejection 

Rate) 

TRANS. IN (t) = Cases Transferred in from other counties 

and/or programs. 

The cases added equation incorporates many of the same variables 

used in an applications received equation. Alternative income (B/Z), 

economic opportunity (DMNEMP), and institutional variables (MSTRKE) 

all enter the regression model. 

Table 9.1 presents the "best" cases added equation. The OLS 

regression indicates that approximately 72 percent of the variance in 

the dependent variable is explained by the independent variables. 

After correcting for first order serial correlation all of the 

variables remain statistically significant and of the right sign. 

The month~y change in manufacturing employment (food and kindred 

and textile industries) is the first variable appearing in the 

regression. The coefficient of -.00714 implies that when 1000 new 

jobs appear in our strictly defined manufacturing sector, one can 

expect to add only seven fewer cases to the AFOC-FG caseload. As the 
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Table 9.1 
Alameda AFDC-FG: Final Cases Added Equation (1st Stage) 

E~N NO. 1 192 OSSERVATIGNS 
OEP VAR( 4J: CAADO 
INDEPCNDENT VARISJ: 6 
VISJ IN XPX= 66 M= 66 
UETERMINANT= 0.1D57518E-02 

INOEP.VAR. REGR.COEFF. 

4J 

( lJ tONS 0.11ll24E+OO 
( 25t DMNEMP -o. 788183E-o2 
( 58t BIZ•30 O.S10029E+OO 
I 20t IICDA'f O.lHllOE-01 
I .44J WR&TRB 0. 919319E+OO 
I 31J MSTRKE -0.493594E+OO 

~SQBAR= 0.1176 RSQ• 0.7250 

1-> 192J 

STD. ERR. T-RAT 10 MEAN 

0.81667ZE+OO 

Oel55553E+OO O. 7ltt376E+OO 0.100000E+01 
0.473284E-02 0.1665 35E+Ol -0.973948E-03 
0.26 5812E-01 0.19111 76E+02 0.575067E+OO 
o. 740901E-02 0.260642E+01 0.208698E+02 
o. 102776E+ 00 0.891t491E+01 0.156250E-Ol 
O.ll0480E+00 O.lt46770E+Ol 0.101tl67E-01 

SEE• Oel316653E+OO SEEBAR= 0.1331721E+OO 

TSSa 0.1210136E+~2 RSS• 0.33281t63E+Ol FSTATI s, 1861. 0.9804878E+02 

MBAR• -0.0185 OW STAT: 1. 5230 RHO: 0.23969467 

Rho-corrected 

~QN ~U. 1 191 UdSERVATIONS 
DEP VAR( 1JJ: CAAOO . 
lNDEPENOENT VARCSt: 6 
VtSJ IN XPX= 13 H= o6 
DETERMINANT= 0.2305482£-02 
~HU= 0.239o947E+OO 
Yl l92J• O.lOOOOOOE+Ol 

INUEP.VAR. R EGR. COEFF. 

73J 

' 67 J CONS 0.849560E-02 

' 681 DHN~MP -0.7144UE-02 
( 691 BIZ•3D o. 501543E+OO 

' 701 WDAY O.Z456LSE-Ol 

' 71J WIU~TRB o.asa352E+OO 
( 121 MSTRKE -0.493662E+OO 

"SOIBAR= 0.6197 RSiol• 0.6297 

2-> 192) 

STD. ERR. T-kAHO 

O.l35020E+OO 0.62'i209E-Ol 
Oe454364E-02 Oe157233E+Ol 
O. 33909lE-Ol o.14790SE+02 
o. 638855E-02 o. 3ts44o1E +D 1 
0.1130 71E+OO o.7·~·H29E+01 
O.lZ4059E+OO 0.397923E+Ol 

SEE• O.l273462E+OO SfEBAK; 

TSS• 0.8365760E+01 RSS= 0.3097457E+01 FSTAH 5, 1ti5J• 

HbAR= -0.0104 0111 STAT: 2.1322 RHO: -O.Oo52228o 

• 

MEAN 

0.623353£+00 

o. 760305£+1)0 
-o. !18499lE-03 

0.440b68E+OO 
O.l58o04E+02 
O.ll9420E-01 
0.796131£-02 

0 .l293948E+OO 

o. 62'1l158E +02 
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economic opportunity hypothesis postulates, when employment 

opportunity increases, as proxied by changing employment level~ in two 

key sectors, the number of families seeking and consequently gaining 

access to public assistance declines. 

The benefit/wage ratio after the advent of the "30 + 1/3" income 

disregard program (B/Z*30) proves to be positively correlated with 

AFOC openings. As with the other models, we chose to analyze the 

relationship in terms of an elasticity. When an elasticity is 

calculated based on mean values of both variables the result is .36, 

suggesting that an increase of 10 percent in the benefit/wage ratio 

would cause approximately 29 additional cases to be added to the 

caseload each month. 

Finally, three institutional variables enter the equation. One 

additional workday in a month (~Y) adds nearly 20 cases to the AFDC 

caseload, while increased welfare rights activity in conjunction with 

a series of news stories appearing in the Oakland Tribune claiming lax 

administration in the welfare deparbnent (WR&TRB) were responsible for 

adding nearly 2,800 cases over a seven month period. .Additionally, a 

social worker strike occuring in mid-1976 precluded almost 1,000 cases 

from being added to the rolls over a three month period, presumably 

because workers were largely unavailable to process cases during the 

work action. 

One variable that was repeatedly tried with several 

specifications was a cases closed term with a lag structure (e.g., 

CACL-1). The empiricial evidence resulting from many attempts to 

incorporate this type of variable into the regression model indicated 
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that reapplication dynamics are, for the most part, a statistically 

insignificant factor in this jurisdiction. This in itself is an 

interesting finding in that the results for both other counties 

studied in California suggest that reapplication dynamics there are a 

highly significant factor in the underlying structure-of the AFDC 

program. 

Closing Rate 

The closing rate equation for Alameda County appears in Table 

9.2. In addition to the constant term, nine variables encompassing 

all three theories of caseload dynamics enter the regression. 

The coefficient on UNRTE implies that a one point increase in the 

unemployment rate induces a one-half percentage point decline in the 

closing rate, a result highly consistent with what theory suggests. 

Theoretically there are at least two ways in which the unemployment 

rate can be expected to influence the closing rate. The first 

suggests that as employment opportunity decreases in a given labor 

market (as proxied by an increase in UNRTE) the rate at which cases 

voluntarily close decreases as well, reflecting the fact that fewer 

alternatives to public assistance are available to poorer subgroups of 

the population. The second hypothesis suggests that as the economic 

environment worsens, the welfare department itself adopts a more 

lenient attitude toward recipients, and fewer administrative closings 

result. Clearly, one or both of these phenomena are at work in 

Alameda County. 

In this equation B/Z*30 is also a significant variable, and its 
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Table 9.2 
Alameda AFDC-FG: Final Closing Rate Equation (1st Stage) 

EQN ~0. 1 192 OSSER~ATJONS C 1-> 1921 
DEP VARC 141: CLORT 
INDEPENDENT VARCSI: 10 
VCSJ IN XPX• 66 M• 66 
DETER~INANT= O.l368711E-04 

INDEP.VAR. REGR.COEFF. STD. ERR. T-RATIO MEAN 

141 0.381617E-01 

' u CONS o. 264451 e- 01 o. 4455litE-02 o. 593586E+01 0.100000E•01 

' 271 UNRTE -o. 583217E-03 o.2Zl139E-03 o. 263020H01 O.o46609E+01 
c 581 B/Z*30 -0.500023E-02 0. 7322 74E-03 0.682836E+01 0.575067HOO 

' 65 a f'Es -0.204585E-02 o.1osoue-o2 o. 191t~UE+Ol o.781249E-01 

' 20J WOAYS O. 856896E-03 o. :ZoooosE-03 o.ltl5959H01 0.208698E•02 

' 401 ANTIIIRA Oe145092E-01 0.235176E-02 0.616948£+01 0.101tl67E-01 

' 39J IMPWRA O. 258029E- 01 o.271S09e-oz Oe950351E+01 0.101tl67E-Ol 
c 601 LBDSR2 -0.532666E-02 0.916702E-03 0.581068E+Ol 0.781249E-Ol 

' 361 STRIKE -o. 834szoe-oz O. 300809E-OZ 0.277525E+Ol o. 781250E-02 
c 55J MDC A-T Oe45261t2E-02 0.697172E-03 o.6tt9251tE+01 O. 156250E+OO 

RSQBAR• 0.62'58 RSQ• o.ott34 SEE• 0.3191'616E-02 SEE BAR• 0.3278125E-02 

TSS• 0.5484573E-02 RSS• 0.1955791£-02 FSTATC 9t 1821• 0.364861tOE+02 

HBAR• -0.1)818 OW STAT: 1.1144 RHO: 0.14587633 

Rho-corrected 

EQN ~0. 1 191 OBSERVATIONS C 2-> 192J 
lEP VARC 771: CLORT 
INDEPENDENT ~ARCSI: 10 
V(SI IN XPX• 77 M• o6 
OETERMlNANTa 0.2218764E-04 
~HO• O.l458763E+OO 
YC 1921• O.lOOOOOOE+Ol 

INDEP.VAR. 

7U 

' 671 
' 681 
' 691 
' 701 c 71 t 
' 72 J 
' 73 J c 74J 
' 75 I 
' 761 

CONS 
UNRTE 
Sll•30 
FEB 
WOAVS 
ANT .. RA 
IHPIIIRA 
LBDSR2 
STRlt<.E 
MlltA-7 

REGR.COEFF. 

Oe235870E-Ol 
-O.it90662E-03 
-0.557512E-02 
-O.l85298E-02 

D.986067E•03 
o.llt2704E- o1 
o. 258222E-Ol 

-0.535083£-02 
-o. anaooe- 02 o. 453943E-02 

STD. ERR. 

0.391750E-02 
o.230995E-o3 
o. 7821 07E-03 
0.948890E-03 
o.180129E-o3 
o.z2as22E-o2 
0.27l631E-OZ 
0.961559E-03 
o.znuoe-oz 
0.13559~£-03 

T-RATIO 

0. 593011E+Ol 
Oe212413E+01 
o. 712834£+01 
0.195l78E+Ol 
o.54742ZE+Ol 
0.6Zit463E+Ol 
0.950636£+01 
o. 556ft 75E+Ol 
o. 307593E+01 
0. 6l7111E+01 

MEAN 

0.326769E•01 

O.b54124E+OO 
o. 551968E+Ol 
o.tt94451E+OO 
o.o70778E-Ol 
o.ualnE+oz 
o. 894370E•02 
O. 894370E-02 
o.67077&E-Ol 
0_.670778E-02 
o.uusoE+OO 

~SQBAR• 0.6405 RSQ• 0.6576 SEE• p.Z908456E-02 SEEdAR• O.l~87l20E•02 

TSS• 0.4718379E-02 RSS• 0.1615692E•02 F~TATC 9, 1811• 0.3862030E+02 

MI!Ak= -0.0957 
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coefficient indicates that a small but highly significant relationship 

exists between the relative benefits available to recipients and the 

rate at Which cases close. Specifically, a ten point boost in the 

benefit/wage ratio after the advent of the "30 + 1/3" program would 

have caused a decline of approximately 1/20 of one point in the 

closing' rate, suggesting that an increase in the relative 

"attractiveness" of welfare does not seriously affect a family's 

decision to close their case. 

Several institutional variables are also significant determinants 

of the closing rate. The m:mber of workdays per month, anticipation 

of welfare reform legislation (ANTWRA), and the actual implementation 

of the California Welfare Reform Act (IMPWRA) are all positively 

correlated with the closing rate. The coefficient on ANTWRA indicates 

that in June and July 1971, immediately prior to the implementation of 

the WRA, the closing rate jumped by nearly one and one half points, 

hitting 5.1 and 5.2 percent, respectively. This was the highest level 

that the Alameda AFOC system had experienced during the 1964 to 1971 

period. However, after falling back to "normal" levels in the 

following two months, the closing rate climbed again to even higher 

levels, reaching 6.3 percent in November 1971, a full two and one half 

points higher than would have been expected in the absence of 

California Welfare Reform. 

LBDSR2, a variable representing the period When the Stat~ of 

California liberalized the "30 + 1/3" income disregard by applying the 

formula to gross rather than net earnings, had a fairly powerful 

impact on the closing rate. OVer the 15 month period beginning in 
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February 1970 the liberalization of income disregards was responsible 

for reducing the closing rate by an average of one half of one 

percentage point. Apparently the more lenient attitude towards earned 

income made it more attractive for recipients to stay on welfare While 

working Finally, the social worker strike of mid-1976 (STRIKE) had an 

impact on the closing rate similar to that which it had on cases 

added. The coefficient suggests that the strike reduced the number of 

closings by approximately 320 cases over a two month period • 

Only one corrective action variable appears in the closing rate 

equation for Alameda. It is not surprising that this variable is the 

monthly income and eligibility reporting form (MDCA-7), as this 

recertification procedure resulted in higher average closing rates in 

all counties studied. The coefficient on MDCA-7 indicates that the 

monthly reporting form was responsible for raising the closing rate 

from July 1972 to January 1975 by an average of nearly one half 

(.0045) of a percentage point higher than it would have been 

otherwise. If one applies this coefficient to the average number of 

cases open during the month over this two and a half year period the 

result suggests that an additional 105 cases were closed each month 

due to this reporting form. The regression model indicates however 

that for the remainder of the period under study (2/75 .- 12/79) this 

system had no statistically significant impact on the rate at which 

cases were closed. One may speculate that as the welfare population 

became more and more familiar with the requirements of the new 

reporting system, recipients were less apt to have their cases 

administratively closed for failure to comply. In other words, as the 
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requirements became more of a permanent fixture of the AFOC program, 

they represented less of an obstacle to the ongoing receipt of aid. 

Now that the two equations comprising the Alameda County AFOC 

model have been presented, we turn to the simulations in order to 

evaluate the impact of corrective action on the caseload and 

expenditures. 
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As indicated in the preceding regression models, only one 

corrective action variable had a significant impact on either of the 

two caseload components in the Alameda County .AFOC Dynamics Model. 

The introduction of the monthly reporting system (MDCA-7} in mid-1972 

acted to increase the rate at Which cases were closed by effectively 

recertifying the caseload on a monthly basis. In the following 

section, we present the impact of that corrective action on cases 

receiving assistance, cases added, cases closed, and expenditures. 

Cases Receiving Assistance 

Tables 9.3 through 9.6 present the final simulation results. By 

comparing the three basic simulations we are able to estimate What the 

impact of both structural changes and corrective actions have been on 

the Alameda County welfare system. In addition, Figure 9.1 indicates 

each of the three basic simulations in relation to actual cases 

receiving assistance for the entire simulation period. The 

differential between simulations (0} and (3} represents the difference 

between actual cases receiving assistance and our "best model" 

estimate (PSS}. 

Table 9.3 presents estimates of cases receiving assistance in the 

County at three points in time. It indicates that by December 1974, 

had no structural change taken place and the monthly reporting system 

not been implemented, the number of cases receiving assistance would 

• 



Sinrulation 

Actual 
Present Structure (PSS) 

Table 9.3 
Sinrulation Results 

Alameda Cotmty 
Cases Receiving Assistance 

at 12/74 
(30 tnalths) 

21,489 
20,298 

Pre - QC/CA Structure (Pre - (1:./CA) 22,761 
Present Structure - No (1:./CA 22,048 
(PSS - No (1:./CA) 

QC/CA And Structural Impacts 

Due to QC/CA and Structure -2,463 
% PSS (-12.~%) 

Due to Structure -713 
% PSS ( -3.5%) 

Due to QC/CA -1,750 
% PSS (-8.6%) 
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at 12/76 at 12/79 
(54 m:nths) (90 nonths) 

23,636 24,293 
23,490 25,151 
25,965 26,673 
24,347 25,381 

-2,475 -1,522 
( -10.5%) (-6.1%) 

-1,618 -1,292 
(-6. 9%) (-5.1%) 

-857 -230 
( -3.6%) ( -1.0%) 



Figure 9.1 
Counterfactual Simllations vs. Actual: Alaneda County 
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have been nearly 2,500 higher than our "best" model (the Present 

Structure Simulation) predicted. Of the total 2,463 case difference, 

just over 700 cases were the result of changing structural 

relationships, while 1,750 cases (or about 71 percent of the total 

reduction) were attributable to the system of monthly recipient 

reporting. However, by December 1976, although the total reduction in 

absolute terms had remained fairly constant (2,463 cases receiving 

assistance in December 1974 versus 2,475 in December 1976), the 

composition of the reduction had completely reversed. The initial 

impact of monthly reporting had already begun to fade, to the point 

where by December 1976 it had decreased cases receiving assistance by 

only 857 cases relative to what it would have been had the program not 

existed. In contrast, a changing structural regime was responsible 

for a difference in caseload of slightly more than 1,600, or 

approximately 65 percent of the total difference. 

Since the monthly reporting variable (MDCA-7) was specified as a 

modified dummy variable assuming a value of 1.0 from July 1972 to 

January 1975 in order to capture the initial impact of this corrective 

action, it is not surprising that its impact was only of short term 

duration. It should be viewed then, as a type of exogenous "shock" to 

the true underlying determinants of the system. once the initial 

impact had, in a sense, "run its course," the caseload again began to 

head toward an equilibrium level as the structural determinants in the 

equation system once again predominated. As seen in Figure 9.2, the 

impact of the monthly reporting system on cases receiving assistance 

was substantial between mid-1972 and early 1975 (note the significant 
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Counterfactual Sinulatim: Alameda County 
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distance between scenerios (3) and (4) during the period), but 

thereafter, it became continually smaller until by the end of the 

simulation period, the two estimates had nearly converged. Had no 

corrective action activity been undertaken, there would have been only 

230 more cases receiving assistance in December 1979 than our best 

model predicted. 

Cases Added 

We can trace the structural and corrective action related changes 

in the simulated caseload to each of the caseload components 

themselves. Because there were no structural feedbacks similar to 

those present in other models in the Alameda equation system, none of 

the change in cases added can be attributed to corrective action. In 

several of the other models, as we have shown, simulated estimates of 

the caseload reenter the rejection rate equation in the form of a 

participation rate, therefore affecting the succeeding month's 

caseload estimate. In this way closing rate variables such as monthly 

reporting or other types of recertification activity indirectly 

affected the caseload through their effect on the participation rate. 

Table 9.4 presents the effects of structural change on the cases 

added component of the caseload identity. It indicates that if the 

structural regime existing prior to 1972 had held (i.e., the 

relationships between the dependent and independent variables had 

remained unchanged through 1979, as would be indicated by completely 

stable coefficients), there would have been nearly 1,200 more openings 

between July 1972 and Dec~r 1974. Furthermore, over the total 90 
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Simulation 

Actual 
Present Structure (PSS) 

Table 9.4 
Simulation Results 

Alameda County 

Cases Added 

Ctnulative 
to 12/74 

~30 m:nthsl 
28,725 
27,547 

Pre - QS:./CA Structure (Pre - QS:./CA) 
Present Structure - No QS:./CA 

28,726 
27,547 

(PSS - No QC/CA) 

Cf/ CA. And Structural Impacts 

ll1e to QC/CA and Structure -1,179 
% PSS (-4.3%) 

Due to Structure -1,179 
% PSS (-4.3%) 

Due to OS:. I CA. 0 
% PSS (0%) 
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Ctnulative Ct.mulative 
to 12/76 to 12/79 

~54 IOOnths l ~90 toontbsl 

49,932 82,715 
49,100 83,914 
51,273 87,682 
49,100 83,914 

-2,173 -3,768 
(-4.4%) (-4.5%) 
-2,173 -3,768 

(-4.4%) (-4.5%) 
0 0 

(0%) (0%) 
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month simulation period, the structural changes that did occur were 

responsible for reducing additions to the caseload by more than 3,700 

cases. Again, because neither a participation rate nor a cases closed 

variable with a lag structure entered any of the equations in the 

Alameda model, corrective action had no impact on the cases added 

component of the caseload identity. All of the corrective action 

related reduction in caseload occurred by reason of increased 

closings. 

Cases Closed 

As we have repeatedly shown, the monthly recipient reporting 

system had a direct impact on the rate at Which cases were closed. 

Under a system of monthly recertification, recipients must report all 

changes in factors affecting eligibility, and if significant changes 

occur which make the recipient ineligible, the case is immediately 

closed. 

Table 9.5 presents the effects of both structural change and the 

monthly reporting system on the total number of cases closed over 

three time periods. 'Ihe table indicates that over the 30 month period 

beginning in July 1972 and ending in December 1974, the net impact of 

changes in structure and implementation of monthly reporting was to 

raise the total number of closings by nearly 1,500 cases. Monthly 

reporting alone increased closings by almost 1,900, but this increase 

was offset by a 400 case decline in closings due to changing 

structural relationships. Over the longer period of July 1972 through 

December 1976, monthly reporting increased the mmber of closings by 



S:im.llatia1 

Actual 
Present Structure (PSS) 

Table 9.5 
S:im.llatia1 Results 

Alameda County 

Cases Closed 
Ctmllative 
to 12/74 

~30 m::nths ~ 
28,165 
28,275 

Pre - ~/CA. Structure (Pre - ~/CA.) 26,788 
Present Structure -No ~/CA. 26,381 
(PSS - No ~/CA.) 

QC/CA And Structural Impacts 

llle to ~/CA. and Structure +1,487 
% PSS (+5.3%) 

Due to Structure -407 
%PSS (-1.4%) 

])Je to ~/CA. +1,894 
%PSS (+6. 7io) 
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Omilative Cl.mllative 
to 12/76 to 12/79 

{54 m:nths2 ~90 m::nths2 

48,855 80,983 
48,170 81,318 
47,855 83,556 
47,308 81,087 

+315 -2,238 
(+0. 7%) ( -2. 7%) 

-547 -2,469 
( -1.1%) (-3 .Oio) 

+862 +231 
(+1.8io) (+0.3%) 
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approximately 860, while structural changes reduced closings by nearly 

550, leaving a net increase of slightly more than 300 case closings. 

Finally, over the entire simulation period (July 1972 - December 1979) 

the table indicates that the combined impact of structural change and 

monthly reporting was to decrease closings by more than 2,200 cases. 

The change in structural relationships clearly dominated over the full 

period, and was responsible for reducing the number of closings by 

approximately 2,450 cases, while monthly reporting was responsible for 

increasing closings by about 230 cases. 

Expenditures 

As we have previously noted, the methodology utilized in making 

expenditure estimates consisted of taking the number of cases 

recieving assistance under the alternative simulations and multiplying 

by the actual average expenditure~~ in each period. For 

reasons discussed earlier, the assumption that each potential case 

would have received or did in fact receive the average expenditure per 

case is a dubious one. Therefore, we believe that the expenditure 

estimates provided most likely overstate expenditure savings 

attributable to corrective action. 

Table 9.6 and Figure 9.3 present the impacts of structural change 

and corrective action on AFOC expenditures in Alameda County. The 

table indicates that in the absence of any structural change and 

corrective action activity, expenditures for the AFDC-FG program over 

the period July 1972 through December 1974 would have been about $9.3 

million (or 7.1 percent) more than the PSS estimate. Of the total 



Simllaticn 

Actual 
Present Structure (PSS) 

Table 9.6 
Sinulaticn Results 

Alameda County 
Expenditures (in thousands) 

Clmllative 
to 12/74 

~30 liDl'lths} 
$130,743 
131,199 

Pre - ~/CA Structure (Pre - ~/CA) 

Present Structure -No ~/CA 

140,515 
137,866 

(PSS - No ~/CA) 

· ~/CA And Structural Impacts 

~ to ~/CA and Structure -9,316 
% PSS (-7.1%) 

Due to Structure 
% PSS 

Due to ~/CA 
%PSS 

-2,649 
(-2.0%) 
-6,667 

( -5 .1%) 
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Qm,]ative Clmulative 
to 12/76 to 12/79 

~54 liDl'lths} ~90 liDl'lths 2 
$266,159 $524,438 
263,425 527,159 
287,633 572,715 
277,542 546,241 

-24,208 -45,556 
(-9.2%) (-8.6%) 
-10,091 -26,474 
(-3.8%) (-5.0%) 
-14,117 -19,082 
(-5.4%) ( -3 .6%) 



Figure 9.3 
Ccunterfactual SiDulation: Alaneda County 

Inpact of M:mthly Reporting (MDCA-7) on Expenditures 
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difference, changing structural relationships were responsible for 

approximately $2.6 million (or 28 percent). Corrective action, on the 

other hand, accounted for a decline of nearly $6.7 million (72 percent 

of the total difference) over the 30 month period. Note the area 

between simulations (3) and (4) over the period. 

By December 1976, a full 54 months out in the simulation period, 

the total difference in expenditures between the PSS and Pre-QC/CA 

simulations (reflecting changing structural relationships between 

dependent and independent variables and the impact of corrective 

action), was about $24.2 million, or 9.2 percent of the PSS estimate. 

Forty-two percent, or nearly $10.1 million, of the total difference 

was the result of structural change, while the remaining $14.1 million 

(58 percent) can be attributed to corrective action activity. Again, 

note the area between simulations (3) and (4) over this longer period. 

Finally, by December 1979, the total difference in expenditures 

between the PSS and the Pre-QC/CA simulations was slightly more than 

$45.6 million (8.6 percent of the PSS estimate). Structural changes 

accounted for a full 58 percent, or $26.5 million. Corrective action 

was responsible for the remaining 42 percent of the total difference, 

or a reduction of $19.1 million. This was the maximum total savings 

related to the ~-7 variable over a seven and one-half year period 

(July 1972- December 1979). Average savings were consequently in the 

neighborhood of $2.5 million annually (assuming, of course, that every 

case closed by reason of corrective action received the average 

payment per case in Alameda County) • 
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Chapter 10 

San Diego County 

Caseload and Expenditure Trends 

Like the other counties in California, San Diego County has both 

an AFDC-FG (Family Group) program and an AFDC-UP (Unemployed Parent) 

program. 'lhe FG program is, of course, the largest of the two. It 

had an average monthly caseload of about 4,500 cases in 1964. Between 

January 1964 and December 1968 caseload growth was modest. Only 5,000 

net additions were reported over the five year period. Then, similar 

to the growth trend in Alameda County, the caseload grew considerably 

during the following 24 month period. From a level of about 9,200 

cases in December 1968, it rose to 17,300 by December 1970. The 

caseload fluctuated between 17,000 and 19,000 cases for the next three 

years, before gradually rising to a peak of 26,385 cases in March 

1978. 'lhe m.mber remained within about 1,000 cases of that level 

through June 1979. 

While the AFDC-FG caseload expanded six-fold over the fifteen and 

one half year period under study, expenditures multiplied more than 10 

times. From $670,000 in net monthly expenditures in January 1964, 

AFDC expenditures rose to nearly $3 million in December 1970. 

Expenditures rose consistently with the gradual caseload growth and 



peaked in April 1978 at nearly $7.5 million. In June 1979 

expenditures stood at about $7 million. 

Demographic Characteristics 
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The female population (aged 18-54) has been characterized by 

steady growth over much of the period under consideration. Starting 

at a level of about 262,000 women in January 1964, this subgroup of 

the population grew to about 295,000 by December 1968. The year 1969 

witnessed a spurt to 311,000, an increase of about 5.5 percent, or 

16,000, women. By March 1976 this group numbered over 400,000, and in 

June 1979, we estimate that about 443,000 women between the ages of 18 

and 54 were residing in San Diego County. 

While the female population expanded by nearly 70 percent over 

the full fifteen and one half year period, the female headed family 

population more than doubled. From a total of about 20,000 households 

in January 1964, this subgroup grew to about 26,000 by the end of the 

decade. OVer the following nine and a half year period over 20,000 

were added to this population. We estimate that there were 46,000 

female headed families living in San Diego in June 1979. Of these 

approximately 55 percent were receiving AFDC benefits. 

Economic Characteristics 

The structure of employment in San Diego County has changed 

significantly over the 16 year period ending in 1979. This was the 

result of the rapidly growing, tourist-related industries. Employment 

in our narrowly defined low skill service sector (eating and drinking 
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establishments and hotels and motels) has more than tripled over the 

more than fifteen years of the analysis period. From a total of about 

15,000 workers in January 1964, this sector had grown to over 53,000 

employees by mid-1979. Eating and drinking establishments alone 

accounted for almost 42,000 jobs, or about 80 percent of this sector's 

employment in June 1979. 

On the other hand, our narrowly defined low-skill manufacturing 

sector (food and kindred and apparel and textile products) experienced 

little change. Over the entire period this sector has expanded by 

only 2,000 jobs. Employment stood at about 10,300 in mid-1979. 

Legal and Administrative Characteristics of AFDC 

During the period under consideration there has been a full range 

of important changes that may have affected caseload and expenditure 

trends in AFDC. The "30 + 1/3" disregards were implemented in July 

1968. However, as noted earlier, the State of California interpreted 

the disregard provisions (until February 1970) as directing the 

counties to apply the disregard formula to earnings net of work 

expenses and mandatory deductions rather than gross earnings. The 

effect of this was to make California's interpretation more 

conservative than elsewhere. In February 1970, the state shifted to 

applying the formula to gross e~rnings, therefore liberalizing the 

disregards for working recipients, and increasing the range of 

earnings consistent with continued eligibility. It was not until 

October 1971, with the passage of the California Welfare Reform Act, 

that the disregards were tightened again. Various provisions 
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contained in the Act were effective in lowering the amount of money 

that a welfare family could earn While still receiving benefits. 

The single m:>st important event in the administrative environment 

of AFOC was undoubtedly the passage of the CWRA. 'lbere were literally 

hundreds of individual provisions in this legislation; but these shall 

not be severally reviewed here. It is important to note, however, 

that the passage of the Act represented the beginning of a period of 

much more conservative welfare policy statewide. 

In July 1974 food stamps replaced the surplus commodities program 

in San Diego. Although food stamps were authorized in California 

several years earlier, counties had individual discretion in 

determining Whether to implement the program. Immediately following 

the introduction of food stamps a media outreach program was 

undertaken. As in Upstate New York this may have indirectly acted to 

increase the participation rate of families categorically eligible for 

AFDC. It appears that as families applied to receive benefits under 

the new transfer program, many found that they were also eligible for 

AFDC. 

.. . 



San Diego County 

Corrective Action Efforts 
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San Diego, as in the case of the other California counties, has 

had an aggressive quality control/corrective action program. The 

County has implemented many individual corrective actions since 1974. 

Here we review several of the major ones. 

Department Reorganization 

In May 1975 the County Welfare Department underwent a major 

reorganization with the objective of bringing together many of the 

interrelated activities of the department and to facilitate effective 

communication within divisions responsible for related tasks. This 

reorganization included the combining of the individual program 

monitoring functions of Appeals, Quality Control, Earnings Clearance, 

and Welfare Investigations into one section within the Administrative 

Division, as well as the decentralization of Staff Development with 

in-service training staff assigned to each division in the department. 

Additionally, in June 1975, the Corrective Action Committee was 

established. Its purpose was to enhance communication and analysis of 

quality control findings, error trends and their causes, and most 

importantly, to develop appropriate corrective actions to deal with 

error prone areas so as to reduce error rates. 
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Supervisory Case Review 

In July 1974, the Supervisory Case Review was implemented, which 

in effect required line supervisors to decrease the number of annual 

case renewals and initial determinations they reviewed in favor of a 

more "cross sectional" review of active cases receiving aid. From a 

computer generated listing, three cases from each worker's caseload 

are randomly selected to undergo a desk audit by the worker's 

supervisor. Since this review is strictly a desk audit with no 

recipient contact or independent verification of elements of 

eligibility, supervisors can only detect those errors which can be 

uncovered without further investigation. However, it is maintained 

that these reviews do detect procedural errors which if gone 

uncorrected tend to lead to future errors in eligibility or grant 

determination. When the review is completed, a copy of the review 

form is filed in the case and uncovered errors are discussed with the 

worker to ensure that corrective action is taken. 

Subsequent to this process, a listing of all reviewed cases is 

sent to Quality Control each month. From this listing Quality Control 

randomly selects cases to undergo full validation, including home call 

and independent verification of all elements of eligibility, after 

which an independent conclusion is reached with respect to the 

correctness of eligibility and grant. Although the Supervisory Case 

Review was implemented as a short term corrective action, it has 

remained in operation since its initial implementation. Agency staff 

believe that it is an effective management tool because it provides an 

opportunity to review the quality of work at two distinct levels, 
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since supervisors review the accuracy of work at the caseworker level, 

and Quality Control, in its regular review, assesses the accuracy of 

the supervisory reviews. In addition to helping identify and reduce 

errors, it serves as a primary method of identifying training and 

other corrective action needs. 

Monthly Income and Eligibility Evaluation 

Departmental analysis of income and need related errors indicated 

that many payment errors were attributable to the lack of proper and 

thorough review of the information supplied by recipients on the 

monthly income reporting form (CA-7). Additional analysis revealed 

that districts within the county reporting the lowest error rates were 

those districts which focused a great deal of attention on the 

evaluation of CA-7 supplied information, with more structured and 

stringent attention to reporting responsibilities and deadlines, as 

well as increased worker accountability for clarification of 

inconsistent information. 

Following these analyses, the Department undertook corrective 

action to remedy the inconsistencies between districts. A county 

policy was established that required a more "rigid and structured 

application" of reporting deadlines and other recipient 

responsibilities. Components of this policy included:[*) 

[*] Quarterly Quality Control - Corrective Action Report, April 
- June 1975, County of San Diego, Department of Public Welfare, 
September 1975, p. 15. 
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1) more strict adherence to personal interview 
requirements for clients who fail to submit a completed CA-7 
by the approved deadline; 

2) the waiver of the personal interview requirement 
only at Assistant District Chief level or higher; and 

3) a CA-7 checklist to be utilized by workers as an aid 
in evaluating accuracy and consistency of information 
supplied on the form. 

Training and Staff Development 

As previously noted, immediately following the department 

reorganization in May 1975, Staff Development was decentralized with 

~ in-service training personnel assigned to each division in the 

department. This administrative change enabled the various division 

staffs to utilize more effectively the training specialists thus 

providing more frequent and useful in-service training. In addition 

to performing their basic function of providing a two week training 

program to new eligibility workers, the training specialists were 

required to provide in-service training at district offices when new 

policies or procedures were implemented. The objective of this policy 

was to prevent the incorrect application of the policies and therefore 

reduce the probability of error. Agency staff believe that the 

additional training in new policies is an effective way to help 

prevent errors before they actually occur, and therefore is worth the 

cost and time expended. 

Error Cause Determination Committees 

Effective July 1976 each district office within the county was to 
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have in operation an Error cause Detennination Committee for AFDC. 

The purpose of these committees is to provide a unifonn process across 

districts through which the causes of eligibility and grant 

detennination errors can be isolated. Each committee consists of the 

District Chief or Assistant District Chief, two Eligibility Worker 

Supervisors, and two Eligibility Wbrkers. The committees are required 

to review all cases that have been found through the quality control 

field investigation to contain error. Additionally, they are to 

review all cases that Quality Control, through its monitoring of 

Supervisory Case Reviews, has identified as being in error, but in 

which no error was cited by the Supervisor in the original review. 

Each committee review is supposed to include a full case review and 

interviews with the Eligibility Worker, his/her Supervisor, and the 

Quality Control analyst. 

The next step in the process involves having the committee 

detennine the specific nature of all errors, and the underlying reason 

for the error being made (e.g., lack of knowledge or training, lack of 

clarity in written instructions, etc.). Once this analysis has been 

completed, the committee evaluates and recommends corrective actions 

which it feels would contribute to the elimination or reduction of the 

types of errors detected. Finally, each district committee is 

expected to provide to the Division Chief of Income Maintenance a 

monthly summary of its findings with recommendations for corrective 

action. This, in turn, is reviewed and discussed by the AFDC 

Corrective Action Committee. 

It shquld be clear from this review that the Department believes 
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I • in involving line staff (i.e., eligibility workers) in the corrective 

action process. They maintain that it is a beneficial procedure 

because it promotes an increased awareness and interest in the 

agency's efforts to identify problem areas, devise appropriate 

corrective actions, and reduce the amount of error in the program 

itself. 

Actions Dealing with Earned Income and Wbrk-Related Expenses 

Because earned income and work related expenses have been found 

to be major sources of error in the AFDC program, the Department of 

Public Welfare has implemented several corrective actions to deal 

explicitly with these error prone components. A Paydate Checklist was 

developed for use in all cases with earned income, as well as those 

cases that receive unearned income on a regular basis (more often than 

monthly). The eligibility worker must complete a checklist for each 

member of the budget unit that receives such income by entering the 

actual paydates on the form. The purpose of this checklist is to aid 

the worker in identifying missing paydates upon review of the monthly 

income and eligibility reporting form. The Department considers it a 

useful tool in determining if a recipient has reported income for each 

paydate on the checklist. In addition to this aid, a message is 

printed on the CA-7 form reminding reipients to report their extra 

paychecks. This serves as a type of "tickler" system to alert both 

the recipient and worker of the additional income for that period. 

Additional training has also been provided to workers and 

supervisors alike on the correct treatment of earned income and 
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work-related expenses. As the incorrect computation of transportation 

and child care expenses are known to be significant contributors to 

high error rates, these are the areas that are generally emphasized 

throughout the training sessions. Clearly, the Department has an 

ongoing commitment to worker and supervisor training which is designed 

to reduce the major elements contributing to payment error. 

Proxy variables for many of these factors are presented below. 

They have been carefully constructed to reflect the actual timing of 

implementation and the period of enforcement. 
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San Diego County 

County-Specific Administrative and Institutional Variables 

I~-1 

OUTRCH 

LBOOR 

Anticipation of California Welfare Refonn Act -
Has value of I:o in 9/71 to account for effect of 
anticipation of CWRA on closing rate. 

Implementation of California Welfonn Refonn Act 
lagged ~ periOd - Has value of 1.0 in 11/?r--
to account for impact of WRA implementation 
on the closing rate. 

Food Stamp OUtreach Program - Has value of 1.0 
from 7/74 to 11/74 to account for impact of outreach 
program on cases added. 

Liberalization of the Income Disregard Program -
Has value of 1.0 from 2/70 to 8/71 to account for 
period when disregards were calculated on the basis 
of gross rather than net income. 

Corrective Action Variables 

PHCA-7 

CA-7 

PREAPP 

Phase-in of Monthly Income Reporting Fonn (CA-7} -
Has values of .SO in 3/74, 1.0 in 4/74 and declines 
monthly by .10 until it reaches zero in 2/75 to account 
for initial impact of the monthly reporting form. 

Monthly Income Reporting Form (CA-7) Dummy Variable -
Has value of 1.0 from 4/74 to 6/79 to account for 
ongoing effect of the monthly reporting system. 

Pre-application Screening Dummy Variable - Has 
value of 1.0 from 7/78 to 6/79 to account for effect 
of the pre-application screening mechanism used 



SUPREV 

RETBOO 

RBOODY 

IMY99 

M7SDY2 
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on intake. 

SfETrvising Case Review Dummy Variable - Has value 
o~.O from~ to 6/79 to account for existence of 
this worker review system. 

Retrospective Budgeting Method - Has value of 1.0 
from 11/72 to 6/79 to account for this system of bud-
geting. 

Retrospective Budgeting Dummy Variable - Has value 
of 1.0 in 11/72 to account for initial impact of this 
method of budgeting. 

Observation 99 Dummy Variable - Has value of 1.0 
in 3/72, to account for first month of benefit 
calculations using a flat grant (consolidated stan-
dard) system. 

Modified 1975 Dummy Variable - Has values of .25 
in 3/75, .SO in 4/75, .75 in 5/75, 1.0 in 6/75, .80 in 
9/75, .60 in 11/75, and .40 in 3/76 to account for 
dramatic movement in the closing rate. 
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San Diego County 

Regression Results 

As in the case of Alameda, the lack of complete caseload 

component data in San Diego County prevented the development of a full 

AFDC equation system. Therefore, we were forced to rely on a 

scaled-down, cases added/closing rate model, identical to that 

constructed for the Alameda Family Group (FG) program. The two 

component equations estimated for San Diego were derived in precisely 

the same manner as in Alameda. The following section presents the 

regression results for the two equations.[*] 

Cases Added 

To reiterate, many of the independent variables that appear in a 

typical cases added equation can be found in an applications received 

equation. Therefore, we would expect to find alternative income, 

economic opportunity, and institutional variables in most cases added 

regression models. 

The "best" cases added equation for San Diego County's AFDC-FG 

program appears in Table 10.1. As indicated by the OLS regression, 

nearly 96 percent of the variance in the dependent variable is 

captured by the final specification. The rho-corrected version 

indicates a standard error (SEEBAR) Which is approximately 11 percent 

------------·------------
[*] The Appendix to this report presents the short period 

regressions used in preparing the Pre-QC/CA simulations. 

• 
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Table 10.1 
San Diego AFDC-FG: Final Cases Added Equation (1st Stage) 

EQN NO. 2 18o OBSERVATIONS 1-> 1dbl 
OtP VARI It): CAAUD 
IHDEPENOENT VAKISt: 9 
VIS) IN XPX• 70 fit: 70 
DETERMINANT• 0.2112027£-07 

INDEP.vAR. REGR .COEFF • STD.ERK. 1-RATIIJ MEA Ill 

' 41 O.UOJ04E.01 

' 11 GuNS -o .1s2 SHE +o 1 0.21805li:+OO o.o995oOE+01 0.100000E.O 1 

' 221 UNRTE O.l200oiE-01 o.oo52~0E-Ol 0 .ltdllHE+U 1 u.7o5tt29E+01 
I )71 WOAY 0.475909E-D1 O.B91656t:-02 0 .5J.Hl6f+01 o.2oaane•o2 

' ·~I FHF2 O.Z408Ht-01 o.5Jltt4Sf-02 o.4S2054t+01 o. J10l93E+04! 

' 29) OSREMP -0 .HZo9lE-01 0 .1o5l7oE-01 U.ZOll4!JE+U1 0.2U4409E+UO 

' sol DMY99 0.40465 BE +00 0 .1o258BE+00 0.248885E+01 0.5376.3U-02 

' 651 OUUCH 0.321396£ +00 o. nus 9E -o 1 0.427 2411:+01 O.ZttBdllE-01 

' 60) 11/l*30 0 • .37564t9E +00 O.ltl'I~OdE-01 0.71Sl753E+Ol O.l7UZBE+OO 

' 91 CAC&.-2 0.4oUUE +00 o.~s~taHE-01 0.84505bf..U1 O.U6529E+01 

RSQBAR• 0.9541 RSQ• 0.9560 StE• 0.15o5o23E+OO SEES AN.= 0.1o049J4E+OO 

TSSa 0.1037293E+Ol RSS• 0.455918BE+Ol FSIATI a, 1171• o • 41112So3f+ Ol 

IIBAR• -0.8981 OW STAT: 1.4531 RHO: 0.27609669 

Rho-corrected 

EQN NO. 2 185 OBSEKVATIONS 2-> 186) 
Ot:P VAKI 801: CAAOO · 
IHOEPENOENJ VARCSt: 9 
VISI IN XPX• 80 M• 70 
OETERMlNANT• O.IUo6072E-07 
RHO& 0.27609o71:+00 
Yl 186 I• 0.23l599'1E+01 

lNDEP.VAR. REGR .COfff • STO.ERR. I-RATIO MeAN 

' 801 0.9)0264£+00 

l 711 CONS -0.1805/tlE +01 O.Z06lt34E+OO 0.814SlOE•01 0.72J90lE+OO 

' 721 l.INRTE 0.3762llt:-01 0.83SJHE-02 0.450J9oE+Ol 0.5Sll3lE+Ol 

' 131 II DAY o. 522looE-01 u. hZJCJoE-OZ O.o'i'tOO•E+Ol O.b11USf+02 

• 741 fHF2 O.H'I617E-Ol 0.6Ul65E-02 0.5211 72E•01 o.u5.r.tt~e·o~ 

I lSI DSREMP -D.319l12E-01 O.l60543E-01 O.l'llf170E•01 0.14971f.!E+OO 

' lol DMY99 0 .4oa;z~tt +OO o.l494nE+OO 0.3Utt•1E•01 O.J9ll'I'IE-D2 

' 771 OUTRCH O.l068Z1E +00 O.ll9208~f:-01 O.l4CJ179E.Ol 0.19S6SDE-01 

' 7111 ttiZ•lO 0 .Jif601SdE .00 0.60'il89f-Ol o.o3356SE+Ol o.S67o4lE+OO 
I 791 UC&."?2 0.312916f•OO 0.591UHE-Q1 o.oZ325c.E•01 O.d!»1o07E+UO 

RSQBAR• 0.9Z.Jl RSQ• o. CJ2o6 SEE• O.l49ltiS15E+OO SEE8AR• 0.1532558£+00 

ISSa D.Sft33208£+0Z RSS• 0.413377lf+Ol fSJAH a, 176J• O.Zl71tOOOE+03 

MBAR• -0.8431 OW STAJ & 1.9883 kHO: 0.00821346 
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of the mean monthly number of cases added. 

Two of the eight substantive variables in the regression 

originate from the economic opportunity hypothesis. The coefficient 

on UNRTE indicates that an increase of one percentage point in the 

seasonally unadjusted unemployment rate induces, on average, an 

additional 37 cases per month. As theory suggests, When employment 

opportunity declines in the aggregate, we can expect to see more 

families turn to public assistance for economic survival. 

Additionally, the monthly change in service employment (DSREMP) 

appears in the regression, and indicates a significant, though small, 

negative relationship between the two variables. With every 1,000 

additional jobs in the service sector (as we define it) one can expect 

32 fe~er applications for AFDC. 

The alternative income hypothesis is represented by the B/Z*30 

term. The coefficient of .386 on this variable is best analyzed in 

terms of an elasticity. Such a computation based on the mean value of 

both variables yields an elasticity of .23, suggesting that in 

response to a ten percent increase in B/Z*30, 30 additional cases 

would have been added each month. 

The remaining variables in the equation represent various 

institutional factors. An additional workday in a given month, on 

average, resulted in approximately 52 more cases being added. The 

coefficient on female headed families (FHF) implies that about 3.2 

percent of the total FHF population was added to the AFDC caseload 

each month during the period. A food stamp outreach program (OUTRCH) 

in the second half of 1974 resulted in an average of 309 additional 
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cases each month, or a total of nearly 1,550 cases over the five month 

period. 

As in all of the other models, we attempted to determine ,mat 

type of reapplication dynamics were "at work" in San Diego County 

during the period under consideration. This was done by including a 

lagged cases closed variable (~CL-2) in the equation. Several 

specifications were tried in the regression, but the two period lag 

structure provided by far the most reasonable results. The 

coefficient on this term suggests that about 37 percent of all cases 

closed not only reapply for public assistance, but are in fact added 

,, to the case load within two months of termination. The coefficient 

therefore suggests a good deal of cycling in the welfare system in 

this jurisdiction. 

Although 1t was originally hypothesized that the monthly 

reporting system implemented in 1974 might have resulted in a greater 

proportion of case closings being re-added to the caseload, the 

empirical evidence indicated no statistically significant change in 

this underlying relationship after 1972.[*] An interaction term 

(CC*~7) that assumed the value of ~CL-2 from early 1974 through 1979 

was constructed but was repeatedly found to be uncorrelated with the 

cases added variable. It may be concluded then that in contrast to 

[*] A comparison of the ~CL-2 coefficients in the full period 
regression presented here and the short period regression presented in 
the Appendix indicates that prior to monthly reporting 35.1 percent of 
cases closed in period t-2 were re-added to the caseload in period t. 
The proportion increased to 37.3 after the implementation of monthly 
reporting. 
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the result in Los Angeles, the monthly reporting corrective action had 

no significant impact on reapplication dynamics in San Diego County. 

Closing Rate 

The final closing rate equation for San Diego County is presented 

in Table 10.2. It contains 10 variables in addition to the constant 

term. The proportion of variance explained by the independent 

variables, as indicated in the OLS regression, was over 80 percent. 

Most of the explanatory variables were institutional in nature, with 

the exception of the estimated participation rate (C/F}. 

The coefficient on C/F suggests that a highly significant and 

positive relationship exists between the proportion of female headed 

families participating in AFDC and the closing rate. As the 

participation rate index climbs 10 points, one can expect the closing 

rate to increase by nearly seven-tenths of one percentage point. This 

in turn suggests that as the participation rate proxy reaches higher 

and higher levels, it is possible that more ineligibles may be 

included among those families receiving public assistance. The 

welfare department attempts to close some of those potentially 

ineligible families, resulting in a higher closing rate. 

The remaining variables appearing in the equation are 

institutional in nature. The coefficient on WDAY suggests that an 

additional workday in a month adds one-tenth of a percentage point to 

the closing rate. The liberalization of the "30 + 1/3" income 

disregard formula (LBDSR} in 1970 decreased the closing rate by an 

average of nearly 1.3 percentage points while it was in effect. Two 
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Table 10.2 
San Diego AFDC-FG: Final Closing Rate Equation (1st Stage) 

FwN NU. 1 ldo 06SERVAT1UNS 
JEP VA~C 7J: CLORT 
lNOEPFNDENT VAKCSJ: 11 
VCSJ IN ~PX= 6~ M= 68 
DETERMINANT= O.ol00098E-04 

INDEP.VAR. 

( 11 
' 4dl ( 37 J 
c olt 
l S7J 
' 551 c Sol 
' bll ( Sell 
' 391 ( b4J 

CIJNS 
C/f 
W;)A'f 
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ANTwRA 
IMwR-1 
DHYIJ9 
RttU.:i iJY 
PHCA-7 
CA-7 
Ml!:iDY 

RE~.oK.COEFf. 

.o. 9158o5E- 02 
o.os~l47E-01 
o.1003l.ZE-oz 

-o. U2036E-Ol 
0.5564lOE-01 
O. 341U8E-Ol 
Q.l31039E-01 
0.201502E-01 
o. 2oOlt70E-:- 01 
o. 7l0259E-02 
o. 314244E-01 

1-> l86J 

STO.EkR. 

o.955lo2E-OZ 
o.o2o798E-02 
o.440351E-03 
o.234dl7E-04! 
O. 817!;0SE-02 
0.811927E-02 
o. 817ti43E-02 
O. 72)488E-02 
o.4239S3E-oz 
o.l95783E-02 
0.4&6008E-02 

T-RATlO 

Oe95~15CJE+OO 
o.1osoo1E+02 
0.227601E+Ol 
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0.4210-dE+Ol 
o. lt.Ull5E +01 

. O. 286dU8E+Ol 
o. 6l431tlE +01 
o.HZ'IICJitE+Ol 
O.bltb581E+Ol 
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0.100000E+01 
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o.s37o34E-oz 
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O.l225tHE-Ol 
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0.23LU3E-01 

· RSiolBAR= O. 79lb· RSw= 0.8029 SEE= 0.774o832E-Ol SEEbAR= 0.7CJdb594E-02 

TSSa O.So62ZL5E-Ol RSS= 0.111o249E-01 

M~AR= -0.4476 0~ STAT: 0.9053 

fSTATl lOe 175Ja 0.7126936E+02 

RhU: O.!:i5271t496 

Rho-corrected 

EQN ~0. i 1d!:i OBSERVATIONS 
DEP VAR( 801: CLORT 
INDEPENDENT VARCSt: 11 
VlSI IN XPX= 80 M• 68 

2-> 1Bol 

DETERMINANT= 0.64l4387E-03 
RHO• 0.55211t50E+00 
YC 1Sol• O.Z335999E+01 

lNDE P. VAR· 

801 

C fl:} I 
c 701 
' 111 
' 721 
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' 711 
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ANTWRA 
I!'4WR-1 
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RBUGDY 
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STD. ERR. 
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0.61t31t!»lE+Ol 
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o. 373661£+01 
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O.lt23079E-02 
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TSS= 0.23~291fE-01 

MBAA• ·-0.2570 
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variables representing increased case closing activity during the 

period surrounding welfare reform appear in the regression. 

Anticipation of the California Welfare Reform Act (ANTWRA), caused the 

closing rate to jump over five percentage points in the month 

immediately preceding implementation of the Act (September 1971). 

Whereas the mean value of the closing rate over the entire 

observation range was 6.45 pecent, in September 1971, an amazing 12.5 

percent -- one in eight -- of all cases receiving AFDC-FG in San Diego 

County was closed. Additionally, in the month immediately following 

implementation of the Welfare Reform Act (IMWR-1), the closing rate 

again jumped almost three percentage points higher than in the absence 

of the legislation. Finally in March 1972 (DMY99), the closing rate 

rose over two percentage points higher than average, presumably in 

part due to the implementation of the consolidated need standard 

mandated under the CWRA. 

Although all three of the models constructed in California 

reflect the same phenomena in terms of case closing activity during 

the period of welfare reform, the tremendous increase in the closing 

rate is most pronounced in San Diego. The welfare administration 

there appears to have been extremely conscientious in following the 

specific requirements of the legislation. The empirical evidence from 

our model suggests, however, that a large proportion of the cases 

closed during this period were back receiving aid within two months. 

The closing of a large number of eligible cases is self-evident. 

The remaining variables in the closing rate equation are 

considered,to be corrective action variables. RBl.XlDY, a one period 
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dummy variable in November 1972 to account for the implementation of a 

retrospective budgeting system, indicates that the initial impact of 

this changeover was to raise the closing rate by nearly 2.2 percentage 

points. This indicates that a significant number of recipients were 

terminated as a result of the requirements of this new system. 

Two variables proxying for the monthly reporting system are found 

in the closing rate equation. According to San Diego welfare 

administrators, the CA-7 form was required by the state in January 

1974, but case closing activity resulting from recipient 

non-compliance did not immediately result. The Department chose to 

~ allow a two to three month period for recipients to become familiar 

with the requirements and reporting deadlines of the new system. It 

was not until March and April 1974 that the reporting deadlines were 

strictly adhered to and closings resulted. 

A special variable, PHCA-7, was constructed to account for the 

.~. phase-in of the monthly reporting system as it was explained by San 

Diego AFDC administrators. The regression results indicate that 

nearly 3,200 additional cases were closed over an eleven month period 

(March 1974 through January 1975) as a direct result of the phase-in 

process alone. A second variable, CA-7, attempts to capture the 

"ongoing" effect on closings of the monthly reporting system. Its 

coefficient suggests that the average impact over a five and one-half 

year period was to raise the closing rate by over seven-tenths of a 

percentage point. 

Finally, becaus~ of large unexplained increases in the closing 

rate during much of 1975 and part of 1976, a modified dummy variable 
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(M75DY) was constructed and run in the regression. Although several 

attempts were made to identify the cause of this unexplained jump in 

the closing rate, it was impossible to do so. Members of the San 

Diego County AFDC program staff were largely unable to cite specific 

activities that were going on during the period in question. However, 

by reviewing the County's corrective action reports it was possible to 

identify some activities that we believe may have exerted an upward 

pressure on the closing rate. First, in May 1975 the County Welfare 

Department underwent a major reorganization in order to bring related 

activities closer together and facilitate communication within 

divisions conducting related tasks. Much emphasis was placed on 

Quality Control, Earnings Clearance, and Welfare Investigations as a 

result. This in itself may have acted to raise the closing rate, as 

it reflects, in a sense, a general administrative tightening. Second, 

during the same period the Department's Program Guide was modified to 

establish a county pc)licy requiring a "more rigid and structured 

application of reporting deadlines and other client-related reporting 

responsibilities."[*] As indicated earlier in this chapter, the 

policy modification specifically provided for: 

1) more strict adherence to the personal interview requirements 
for recipients who did not submit a completed CA-7 form by 
the fifth of the month, 

[*] Quarterly Quality Control - Corrective Action Report, April 
- June 1975, County of San D1ego, Department of Public Welfare, 
September 1975, p. 15. 



2) waiver of personal interview only at Assistant District 
Chief level or higher, and 

3) a CA-7 checklist to be used by workers as an aid in 
reviewing the forms for completeness, accuracy, and 
consistency. 
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Again, it seems quite plausible that these new requirements could 

have acted to increase the rate at which cases were closed during the 

period that they were introduced. 

Now that we have completed an analysis of the regression 

equations, we turn to the simulations in order to fully evaluate the 

impact of corrective actions on caseload and expenditures. 



San Diego County 

Simulation Results 
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The regression models for San Diego County indicated that all of 

the corrective action variables in that jurisdiction entered the 

closing rate equation. The phase-in of the monthly reporting system 

(PHCA-7) and the ongoing impact of that system of recertification 

(CA-7) effectively increased the rate at which cases were closed. The 

start-up of the retrospective budgeting system in November 1972 

(RBGDY) also raised the closing rate. Finally, a variable designed to 

capture the impact of several administrative changes that 

significantly raised the closing rate during 1975 and early 1976 

(M75~2) appeared in the equation. Here we present an analysis of the 

impact of these corrective actions on cases receiving assistance, 

cases added, cases closed, and expenditures in a dynamic simulation 

model. 

Cases Receiving Assistance 

Table 10.3 presents estimates of cases receiving assistance at 

three points in time. From comparisons of these estimates we are able 

to estimate the impacts of structural change and corrective action on 

various components of San Diego's AFOC system. Additionally, Figure 

10.1 presents graphically the estimates appearing in Table 10.3. A 

comparison of simulations (0) and (1) indicates the accuracy of our 

best model (PSS) estimate. 



Simulation 

Actual 
Present Structure (PSS) 

Table 10.3 
S~atian Results 
San Diego County 

Cases Receiving Assistance 

at 12/74 
(30 months) 

22,102 
21,835 

Pre - cy:./CA Structure (Pre - cy:./CA) 25,348 

Present Structure - No cy:./CA 24,049 
(PSS - No ~/CA) 

cy:./CA And Structural Impacts 

Due to ~/CA and Structure -3,513 
% PSS ( -16.lio) 

Due to Structure -1,299 
% PSS (-6.0%) 

Due to f$./CA -2,214 
% PSS (-lO.li~) 
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at 12/76 at 6/79 
· (54 nxnths) (84 toonths) 

25,324 26,267 
24,909 27,542 
28,574 32,869 
27,054 29,529 

-3,665 -5,327 
(-14.7%) (-19.3%) 

-1,520 -3,340 
(-6.1%) (-12.1%) 
-2,145 -1,987 

(-8.6%) ( -7 .2%) 



Figure 10.1 
Crunterfactual S:iJJul.ations vs. Actual: San Diego County 
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The table indicates that in December 1974, had no structural 

change occurred and no corrective actions been initiated, there would 

have been over 3,500 more cases receiving assistance (or 16.1 percent 

more than the PSS estimate predicted). Of the total difference 

between the PSS and Pre-QC/CA simulations, nearly 1,300 cases were 

attributable to changing structural relationships, While over 2,200 

cases (or 63 percent of the total reduction) were a result of the 

various corrective actions. In December 1976, the composition of the 

difference was very similar. Of the total difference of about 3,665 

cases, a different structural regime was responsible for reducing 

cases receiving assistance by 1,520 relative to a Pre-QC/CA structure, 

and corrective action resulted in a decline of almost 2,150 cases (or 

59 percent of the total reduction). However by June 1979, the impact 

of structural change predominated as the impact of corrective action 

declined in both relative and absolute terms. The total difference in 

cases receiving assistance at that time was over 5,300, with 

structural change accounting for 3,340 fewer cases. Corrective action 

was responsible for a reduction of only 2,000 cases (37 percent of the 

total difference and 7.2 percent of the PSS estimate of caseload). 
' Thus, over the entire period, the absolute effect of corrective 

actions on the caseload was roughly constant at about 2,000 cases. 

In Figure 10.2, the differential between simulations (1) and (2) 

represents the impact of corrective actions. Simulation (2) indicates 

what the caseload would have been without corrective action, whereas 

simulation (1) represents our best estimate of the caseload. 

Corrective action was therefore responsible for reducing the caseload 
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from (2) to (1). 

Cases Added 

Table 10.4 presents the impacts of structural change and 

corrective action on the cases added component of the basic caseload 

identity. The table indicates that of a total difference in openings 

of 1,186 cases over the first 30 months of the simulation period, 

corrective actions were responsible for virtually 100 percent, or 

1,164 cases (2.4 percent of the PSS estimate). It is through an 

indirect structural feedback mechanism that corrective actions 

actually increased the number of cases added to the AFDC rolls. 

Because a lagged cases closed variable (CACL-2) appears in the cases 

added regression equation with a fairly large coefficient, there are 

more openings in the program when corrective actions are operative 

(i.e., in a PSS simulation) than when they are not (i.e., in a PSS-No 

QC/CA simulation). The lagged cases closed variable enters the 

equation with a coefficient of .37 indicating that 37 percent of any 

additional closings resulting from corrective action are re-added to 

the caseload within two months. As a result of this structural 

feedback the San Diego AFDC program actually experienced more openings 

than it would have had corrective actions not existed. 

By December 1976, had structural change not occurred and 

corrective action not been undertaken, there would have been nearly 

2,500 fewer openings in the AFDC program. Changing structural 

relationships were responsible for a difference of over 1,200 cases or 

almost 50 percent of the total, while the implementation of the 



Sinulation 

Actual 
Present Structure (PSS) 

Table 10.4 
Simulation Results 

San Diego County 
Cases Added 

Cumllative 
to 12/74 

(30 llDilths) 

51,752 
49,162 

Pre - QS;/CA Structure (Pre - cy:,/CA) 47,976 

Present Stnlcture - No QS;/CA 47,998 
(PSS - No os;/CA) 

Cf'./CA And Structural Impacts 

1Ale to cy:,/CA and Structure +1,186 

% PSS (+2.4%) 

Due to Structure +22 

%PSS (r.J%) 

Due to cy:,/ CA. +1,164 

% PSS (+2.4%) 
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Q.mulative Cunulative 
to 12/76 to 6/79 

(54 llDilths) (84 llDilths) 

105,402 168,382 
99,164 165,269 
96,671 165 '762 
97,875 164,136 

+2,493 -493 
(+2.5%) (-0.3%) 

+1,204 -1,626 
(+1.2%) ( -l.r.J%) 

+1,289 +1,133 
(+1.3%) (+0. 7%) 
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various corrective actions increased openings by almost 1,300 cases, 

or 1.3 percent of the PSS estimate. 

Finally, over the entire simulation period, the changing 

structural relationships that acted to increase openings during the 

earlier periods actually reduced the number of additions by 1,160 

relative to the Pre-QC/CA simulation. However, this difference was 

partially offset by an increase of about 1,130 openings resulting from 

corrective action, leaving a net decline in openings of 500 cases. By 

the final period in the simulation then, we can say that corrective 

action increased openings slightly, by approximately 1,130 cases 

relative to what they would have been in the absence of these 

activities. 

Cases Closed 

As was shown in the preceding regression results, all of the 

corrective actions in the San Diego AFOC Dynamics model were found in 

the closing rate regression. Therefore, it is important to look at 

the impact of those variables on the number of cases closed over time. 

Table 10.5 presents estimates of the impact of structural change 

and corrective action on cumulative case closings over three discrete 

periods. It suggests that the impact of both factors was to boost 

closings by a total of nearly 4,550 cases (relative to what closings 

would have been in the absence of structural change and corrective 

action) over the period July 1972 to December 1974. Of this total 

difference, slightly more than 1,260 cases were a result of changes in 

underlying structural relationships, while corrective actions 



S:inulation 

Actual 
Present Structure (PSS) 

Table 10.5 
Simllation Results 
San Diego Coonty 

Cases Closed 

Cululative 
to 12/74 

(30 m:nths) 
48,564 
46,227 

Pre - ~/CA. Structure (Pre - ~/CA.) 41,686 

Present Structure - No ~/CA. 42,949 
(PSS - No ~/CA) 

~/CA. And Structural Impacts 

D.1e to ~/CA. and Structure +4,541 

% PSS (+9.8%) 

D.1e to Structure +1,263 

%PSS (+2. 7%) 

Due to ~/CA. +3,278 

% PSS (+7.1%) 
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01ml ative Cl.mllative 
to 12/76 to 6/79 

(54 m:nths) ~84 toonths) 
98,938 160,990 
93,098 156,647 
87,075 152,005 
89 '743 153,598 

+6,023 +4,642 
(+6.5%) (+2. 9%) 

+2,668 +1,593 
(+2.9%) (+1.0%) 
+3,355 +3,049 

(+3.6%) (+1. 9%) 
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increased the number of closings by nearly 3,280 cases (7.1 percent of 

the PSS estimate). OVer the longer period of July 1972 through 

December 1976, structural changes and corrective actions were 

responsible for raising the number of cases closed by more than 6,000, 

with corrective action responsible for over 3,350 cases (or 56 percent 

of the total reduction). OVer the full simulation period (July 1972 

through June 1979), about 4,640 additional cases were closed as a 

result of structural change and corrective action. Of the total 

reduction, 65 percent, or nearly 3,050 cases, was attributable to 

corrective action activity, while the remaining 1,600 case difference 

was the result of changing structural relationships. 

All of these results suggest that corrective actions had a 

significant initial impact on reducing the caseload. However by the 

end of 1979 much of this effect dissipated, indicating perhaps that 

the traditionally conservative administration of AFDC in San Diego was 

responsible -- in the absence of any specific program -- for keeping 

the caseload under control. The favorable employment situation in the 

county is probably responsible for keeping the AFDC rolls relatively 

constant over the past few years. 

Expenditures 

Table 10.6 presents estimates of the impact of structural change 

and corrective action on AFDC expenditures over three periods. By 

December 1974, the full difference between the PSS and Pre-QC/CA 

simulations was $9.4 million or 8.5 percent of the PSS estimate. This 

difference is reflected in Figure 10.3 by the total area between 



Sinulation 

Actual 
Present Structure (PSS) 

Table 10.6 
Sim.llaticn Results 
San Diego Coonty 

FXpenditures (in thousands) 
Ctmllative 
to 12/74 

(30 m:mths) 

$111,778 
111,546 

Pre - ~/CA Structure (Pre - (1:./CA) 
Present Structure - No ~/CA 

120,975 
115,956 

(PSS - No f:i:./CA) 
Cf/CA And Structural Impacts 

IUe to ~/CA and Structure $-9,429 
% PSS (-8.5%) 

llJe to Structure -5,019 
%PSS (-4.5%) 

Due to ~/CA -4,410 
%PSS ( -4.(]%) 
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Q.mulative Q.mllative 
to 12/76 to 6/79 

(54 m:mths) (84 m:mths) 

$246,963 $479,633 
244,610 475,438 
275,716 545,107 
262,884 511,151 

$-31,106 $-69,669 
(-12.7%) (-14. 7%) 
-12,832 -33,956 
(-5.2%) (-7.2%) 
-18,274 -35,713 
(-7 .5%) (-7.5%) 
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simulations (1) and (7) from August 1972 through December 1974. Of 

this total difference in expenditures, structural change in the 

caseload generating function accounted for approximately $5.0 million 

(or 53 percent of the total), while corrective action was responsible 

for savings of $4.4 million (or the remaining 47 percent of the total 

difference). The area between simulations (1) and (2) in Figure 10.3 

represents this corrective action induced savings. 

over the period of July 1972 through December 1976, had no 

structural change occurred and no corrective action been undertaken, 

total expenditures for AFDC would have been about $275.7 million, or 

$31.1 million more than the PSS estimate indicates. Of this $31.1 

million (12.7 percent) difference, structural change was responsible 

for $12.8 million (or 41 percent of the total). Corrective action 

accounted for $18.3 million in savings or 7.5 percent of the PSS 

estimate for the 54 month period. 

Finally, for the full simulation period of July 1972 through June 

1979, the reduction in total expenditures resulting from structural 

changes and corrective action totalled nearly $70 million or an 

average of $833,000 per month. The total impact on expenditures was 

about evenly split, with structural change accounting for nearly $34 

million (49 percent of the total reduction). Corrective action was 

responsible for reducing expenditures by approximately $35.7 million 

or 7.5 percent of the PSS estimate for the entire period. 
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Which Corrective Action Did the Most? 

The preceding section focused on the total impact of all 

corrective action variables in san Diego County. But by itself this 

type of analysis does not indicate the relative importance of each 

corrective action individually. The purpose of the next section is to 

evaluate the impact of each individual corrective action on cases 

receiving assistance, openings, closings, and expenditures. 

Cases Receiving Assistance 

Table 10.7 presents the separate effects of the three basic 

corrective action variables on cases receiving assistance at various 

points in time. Additionally, Figures 10.4 through 10.6 indicate 

graphically the impact of each variable on cases receiving assistance 

over the entire simulation period. 

Because the phase-in of the monthly reporting system (PHCA-7) and 

the variable representing the ongoing program of monthly reporting 

(CA-7) are components of the same activity, they are analyzed as one 

corrective action (i.e., removed from the equation system 

simultaneously). 

Table 10.7 indicates that in December 1974 there were 2,134 fewer 

cases receiving assistance relative to the level that would have 

existed had monthly reporting not been implemented. In December 1976 

the number was slightly less than 1,760. Similarly, by the end of the 

full simulation period, the difference between PSS simulations with 

and without CA-7 variables indicates approximately 2,000 fewer cases. 

The impact of monthly reporting was therefore roughly constant over 



Table 10.7 
Individual Corrective Action Impacts 

San Diego County 
Cases Receiving Assistance 

at 12/74 at 12/76 fF/CA Variable 
(30 tiDnths) (54 DDnths) 

PHCA-7 and CA-7 (Monthly Reporting) -2,134 -1,756 

75/76V 0 -342 

RBu;DY -73 -12 

Total (Excluding Interactions) -2,207 -2,110 

Interactions -7 -35 

, Total Inpact -2,214 -2,145 

383 

at 6/79 
(84 tiDnths) 

-1,942 
-38 

0 

-1,980 
-7 

-1,987 
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the entire simulation period. 

Figure 10.4 presents a graphic depiction of this result. 

Simulation (1), of course, is the full PSS simulation, or our best 

estimate of the caseload. Simulation (2) is the PSS-No QC/CA (i.e., 

the PSS with all corrective action variables removed from the equation 

system). However, in this figure it is simulation (3) that provides 

the most useful information. It represents the full PSS simulation, 

with only the PHCA-7 and CA-7 variables omitted from the model. In 

essence, it indicates what the caseload would have been had only the 

other two corrective action variables been operative. Therefore, it 

is the differential between simulations (1) and (3) that provides the 

estimate of the monthly reporting impact. 

The second variable appearing in Table 10.7 (M75DY2) represents 

activity during 1975 and 1976 which effectively raised the rate at 

which cases were closed. Although no definitive conclusions were 

reached with respect to its causes, we suggested in the regression 

results that it was related to a major Welfare Department 

reorganization and increased emphasis on the correct evaluation of the 

recipient monthly reporting form. The variable, therefore, represents 

a general administrative tightening within the program. 

The table indicates that by December 1976, had the activity 

measured by the M75DY2 variable not occurred, the December 1976 

caseload would have been about 342 cases higher than the PSS suggests. 

By June 1979, however, the impact of this administrative activity on 

the caseload had declined to approximately 38 cases. That is, 

relative to the PSS predicted caseload, there would have been just 38 
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more cases receiving aid had the activity not existed. In Figure 

10.5, this effect is indicated by the differential between simulations 

(1) and (4). It graphically shows that the impact of the departmental 

reorganization was fairly large throughout 1975 and 1976, but that it 

declined over time, as indicated by the convergence of the two 

simulations. 

The final term (RBUGDY) appearing in Table 10.6 represents the 

impact of a one period dummy variable (November 1972) accounting for 

the changeover to a retrospective budgeting system. There is only a 

modest impact on the number of cases receiving aid. In December 1974, 

had the changeover not occurred, there would have been 73 more cases 

receiving assistance in San Diego than the PSS indicates. In December 

1976, the reduction attributable to RBUGDY had fallen to a mere 12 

cases and by the end of the entire simulation period its impact was 

effectively zero. Figure 10.6 indicates that the impact of the 

changeover upon the caseload was never really significant. Note the 

complete convergence of simulations (1) and (5) by early 1975. 

Cases Added 

As we have suggested for the other jurisdictions, cases receiving 

assistance can be disaggregated into openings and closings in order to 

evaluate the dynamics involved in caseload reduction. Table 10.8 

reveals the individual impact on cases added of the three corrective 

actions analyzed here. 

Again, the monthly reporting variables are the first to appear. 

The table indicates that over the 30 month simulation period ending in 



Table 10.8 
Individual Corrective Action Impacts 

San Diego County 
·eases .Added 

~/CA Variable Clmllative Clm.llative 
to 12/74 to 12/76 

(30 m:mths) (54 m:mths) 

PHCA-7 and CA-7 (M:mthly Reporting) +1,106 +1,004 

75/76V 0 +252 

RBOODY +53 +9 

Total (EKcluding Interactions) +1,159 +1,265 

Interactions +5 +24 

Total Impact +1,164 +1,289 

389 

Cl.m.Jlative 
to 6/79 

(84 m:mths) 
+1,100 

+27 
0 

+1,127 
+6 

+1,133 
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December 1974, monthly reporting actually increased the number of 

openings in the AFOC program. This is the result of the structural 

feedback mechanism in the cases added regression equation, which takes 

the form of a lagged cases closed variable (CACL-2). The presence of 

this variable in the equation indicates that about 37 percent of cases 

closed in period t-2, are re-added to the rolls in period t. 

Therefore, the system of monthly reporting, which acted to raise the 

number of closings, actually resulted in more openings. Thus, we see 

an increase in cases added over the three discrete time periods. 

The same logic holds true for the other two terms in the table, 

for they are "closing rate" variables as well. The table indicates 

extremely minor impacts of the M75DY2 and RBtX;DY terms on the number 

of openings in the program. 

Cases Closed 

Table 10.9 presents the effect of each corrective action variable 

on cases closed. Because all of the variables in the table increased 

the measured closing rate, it is not surprising that they increased 

the number of closings in the simulations. 

The two monthly reporting variables (PHCA-7 and CA-7) had the 

most significant impact on closings. Over the 30 month period ending 

in December 1974, they were responsible for nearly 3,150 closings 

relative to what would have occurred in the absence of monthly 

reporting. By December 1976 the number of closings attributable to 

the system had fallen to 2,696. However, by the end of the full 

simulation period, had monthly reporting never been implemented, there 



~/CA. Variable 

PHCA.-7 and CA.-7 
75/76V 
RBUGDY 

Table 10.9 
Individual Corrective Acticn I:mpacts 

·San Diego County 

· Cases Closed 

Om1Jative Om1Jative 
to 12/74 to 12/76 

. (30 m:nths) (54 m:nths) 

(M:nthly Reporting) +3,143 +2,696 
0 +582 

+122 +20 

Total (EKcluding Interactions) +3,265 +3,298 
Interactions +13 +57 

Total In"¥>act +3,278 +3,355 

391 

Clm.llative 
to 6/79 

(84 m:mths) 

+2,973 
+64 

0 

+3,037 
+12 

+3,049 
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would have been about 2,973 fewer closings in the program than our 

best model indicated. 

The final two variables appearing in the table, M75~2 and 

RBOODY, show relatively minor impacts in comparison to monthly 

reporting. The general administrative tightening proxied by M75~2 

was responsible for boosting closings by about 580 cases over the 54 

month simulation period ending in December 1976. By June 1979, had the 

administrative tightening not occurred, we find that there would have 

been only 64 fewer closings than the PSS indicated. 

Finally, the changeover to retrospective budgeting, which boosted 

the closing rate significantly in November 1972, indicates an impact 

on closings of 122 by December 1974. By December 1976 the impact had 

declined to only 20 cases. The table indicates that the effect of 

this exogenous shock to the true underlying determinants of the 

closing rate had declined to zero by June 1979. To put it another way, 

had the changeover never taken place, there would have been 

effectively no difference in cumulative closings over the entire 

simulation period. 

As a result, it is fair to conclude that corrective actions 

decreased San Diego's caseload almost exclusively by acting on the 

mtnber of closings rather than by affecting the number of openings. 

The one factor that played a dominant role was monthly income 

reporting. 
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Expenditures 

Table 10.10 presents the individual corrective action impacts on 

AFDC-FG expenditures in San Diego County. Tb reiterate, in the 

calculation of expenditure savings we must assume, due to the lack of 

better data, that every case affected by corrective action received 

the average expenditure for all cases. 

Not surprisingly, the table indicates that the monthly reporting 

system was responsible for a significant reduction in expenditures. 

OVer the initial 30 months of the simulation period, monthly reporting 

reduced expenditures by about $3.3 million. OVer the longer 54 month 

period, had the monthly reporting system not been implemented, 

cumulative expenditures would have been about $13.6 million more than 

the PSS estimate indicated. Finally, over the entire 84 month 

simulation period, monthly reporting was responsible for reducing AFDC 

expenditures by more than $29.7 million, or 83 percent of the total 

corrective action induced expenditure reduction. 

Table 10.10 also indicates that the administrative tightening 

that occurred in 1975 and 1976 (M7SDY2) was responsible for a 

relatively small expenditure reduction over the simulation period. 

Had the administrative tightening not occurred, expenditures would 

have been about $4.3 million or 12 percent more than the PSS estimate 

indicated. 

Finally, the implementation of retrospective budgeting (RBUGDY}, 

through its impact on the closing rate, resulted in a $1.3 million 

expenditure reduction by June 1979. That is, had the closing rate not 

increased significantly when retrospective budgeting was implemented, 



QC/CA Variable 

Table 10.10 
Individual Corrective Acticn Impacts 

·San Diego County 

"EKperiditures ·(in thousands) 

<lmllative Om,Jative 
to 12/74 to 12/76 

(30 m:mths) (54 m:mths~ 

PHCA.-7 and CA-7 (M::mthly Reporting) $-3,303 $-13,600 
75/76V 0 -3,108 
RBUGDY -1,091 -1,265 

Total (Excluding Interactions) -4,394 -17,973 
Interactions -16 -301 

Total Impact $-4,410 $-18,274 

394 

CUnul.ative 
to 6/79 

(84 m:mths) 

$-29,723 
-4,251 
-1,304 

-35,278 
-435 

$-35,713 
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$1.3 million more would have been spent on AFDC than our best model 

predicted. 

The maximum effect of corrective actions on San Diego's AFDC-FG 

program was to reduce total expenditures by $35.7 million, or an 

average savings of about $425,000 per month between July 1972 and June 

1979. This represents a savings of 7.5 percent in total AFDC-FG 

expenditures for the entire period. 
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Section IV 

The Florida Model 



Chapter 11 

Florida 

As for other jurisdictions involved in this study, we begin our 

analysis of the Florida AFDC program with a brief review of its 

history and special characteristics. Here we focus on caseload and 

expenditure trends, population characteristics, the economic 

environment, and the various corrective action efforts undertaken in 

the state. 

Caseload and Expenditure Trends 

In contrast to the states of California and New York, Florida 

does not have an unemployed parent (UP) component in its AFOC program. 

Only a direct assistance segment (AFDC-~) exists. Tb model this 

program, we use a caseload component time series that has February 

1966 as its initial observation. In the early years of the period 

(1966-1968) caseload growth was fairly moderate. over this span of 

36 months, an average of 5,000 net additions were made to the program 

each year. In December 1968 the caseload stood at about 44,000. OVer 

the next four years, however, the total AFDC-~ population "exploded" 

as it did in nearly every other area of the nation. Between December 

1970 and December 1971, for example, nearly 20,000 net additions were 
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reported, resulting in a caseload of 88,000 at the end of the 12 month 

period. Simplified eligibility is credited with much of this growth, 

having been in effect from October 1970 to October 1971. Even as 

simplified eligibility was phased out, however, the caseload continued 

to grow, albeit at a slower rate. In January 1973 it peaked at nearly 

94,500 cases. The following two years witnessed an abrupt reversal of 

this trend. Almost 20,000 fewer cases appeared at the end of the 24 

month period than at the beginning. For the next four years the 

caseload remained relatively stable, fluctuating between 77,000 and 

83,000. Then again in 1979 an unexpected "mini-explosion" occurred. 

Between December 1978 and December 1979, a full 8,000 net additions 

were recorded. 

In terms of program financing, monthly expenditures rose about 

nine-fold between 1966 and 1979. In January 1966 approximately $1.6 

million was spent for AFDC. By December 1979 the monthly cost was 

$14.7 million. This growth was obviously related to the many more 

cases receiving assistance at the end of the period, but also to the 

fact that the average expenditure per case almost tripled from a mere 

$59 in 1966 to about $166 in December 1979. 

Population Characteristics 

Based on a combination of various data sources we were able to 

make some estimates of the female headed family population in the 

state. During the early period of moderate caseload growth 

(1966-1968), there was indeed moderate growth in this population 

subgroup, as one might expect. From a level of about 89,000 in 
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January 1966, the female headed family pool rose to about 106,000 by 

December 1968. 'Ihen in 1969 the tremendous growth began (as it did 

.nationwide). By the end of 1974, we estimate that almost 180,000 

female headed families resided in Florida. By December 1979 the 

number was closer to 240,000 -- much of this due to an increase in 

family separation, but some no doubt due to immigration. 

Economic Characteristics 

During the period under study, employment growth in some sectors 

was dramatic. TOurism related service employment (defined for our 

purposes as employment in eating and drinking establishments and 

hotels and motels) expanded tremendously. Between J~nuary 1966 and 

December 1972 there was an increase of 69,000 jobs in these two 

industries alone. 'Ihen over the next seven years a virtual explosion 

occurred in this sector -- almost 120,000 new jobs were added, putting 

total employment at 320,000. Quite clearly, the growth in tourism has 

provided the major impetus for this growth. 

Employment in the low-skill manufacturing sector (defined as 

employment in food and kindred and apparel) reflects much different 

trends. 'Ihe number of jobs in the food and kindred industries has 

remained unchanged, except for its seasonal variation. On the other 

hand, employment in the apparel sector has more than doubled, 

increasing from a0out 14,600 in 1966 to over 36,000 by the end of 

1979. 

In terms of the aggregate economic environment, in the early part 

of the period (1966-1969), the average annual unemployment rate ranged 
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between 3 and 4 percent. The following two years witnessed a mild 

rise in unemployment to levels closer to 5 and 6 percent, with some 

monthly fluctuation back toward 4 percent. From a level of 4.6 

percent in May 1974, the unemployment rate rose dramatically as the 

State of Florida and the rest of the nation plunged into the 

recession. For most of 1975 it remained between 10 and 12 percent, 

the highest rates in the state's post war history. Since that time 

there has been sporadic month-to-month fluctuation with a gradual 

downward trend. By December 1979 the unemployment rate reached 5.2 

percent, the lowest reported figure (with the single exception of May 

1979) since mid 1974. 

Legal and Administrative Characteristics 

In contrast to the other two states involved in the study, the 

AFDC program in Florida is state administered rather than state 

supervised. Local funds are not used in the financing of assistance 

or administrative costs. However, the responsibility for the 

eligibility decision, of course, still rests with the local welfare 

offices. 

The period 1968 to 1972 included many new program regulations, 

most being associated with national legislation. The ''30 + 1/3" 

provisions became effective in mid 1968. Additionally, the separation 

of social service and income maintenance functions took place in late 

1970. 

As already briefly discussed, simplified eligibility was 

instituted in October 1970 and remained in effect for 12 months. 



401 

Following its abandonment in late 1971, a one time recertification of 

the entire caseload (the Mass Review) was conducted. Its objective 

was to identify and remove from the active caseload those recipients 

that were not in fact eligible for AFOC and that may have "slipped" on 

to the rolls during the simplified eligibility experiment. Beginning 

in mid 1970 food stamps were phased in across the state. By the 

spring of 1972 the program was fully operative in most counties. 

The period from 1972 to 1979 represented one in which quality 

control and corrective action was gaining greater visibility both 

nationwide and within the state. The Florida Department of Health and 

Rehabilitative Services (HRS), as with other welfare administrations 

involved in this study, has actively worked toward the reduction of 

error rates since that time. Many corrective actions have been 

undertaken by the Department's Program Office. The major ones are 

reviewed below. 
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Florida 

Corrective Action Efforts 

Region (District) Corrective Action Committees 

403 

It should be clear by now that one of the mechanisms used to 

transmit to agency staff the seriousness of the federal sanctions has 

been the creation of formal panels and committees for the sole purpose 

of dealing with quality control/corrective action issues. By creating 

such a committee, most welfare administrations feel that they can 

effectively give visibility to a conscientious program of error 

reduction. Florida has been no exception to this general rule. As 

well as establishing a statewide Corrective Action Committee, the 

Department set up regional (district) corrective action committees to 

operate at the local level. These committees have been effective 

ostensibly because they allow individual districts to focus on problem 

areas specific to their jurisdictions. 

Additional Verification/Documentation of Eligibility Factors 

One of the major policies implemented by the corrective action 

committees was to increase the verification and documentation of 

client statements, specifically with regard to income, shelter costs, 

and household composition. With the elimination of simplified 

eligibility at the end of 1971, the Department returned to a policy 

requiring verification of all factors affecting eligibility. 



-----------------------------

404 

Moreover, as noted above, a complete review of the existing caseload 

was undertaken in early 1972 in order to locate and subsequently 

terminate the ineligible cases that had been accepted onto the AFDC 

rolls during the period of simplified eligibility. Following this 

"Mass Review," the Department released a new assistance payments 

manual Which emphasized the requirements of complete verification and 

documentation of income and other eligibility factors. During the 

summer of 1972, following the introduction of the new manual, the 

assistance payments staff traveled throughout the state to provide 

training on interviewing techniques and other procedures enunciated in 

the manual. In January 1973, the Department fully implemented these 

new policies and procedures in an attempt to provide an effective 

system of caseload control. 

In addition to requiring eligibility workers and case workers to 

assume more responsibility with regard to the verification of factors 

affecting recipient eligibility, the Department also placed greater 

emphasis on client education. In early 1974 a statement of client's 

rights and responsibilities was prepared and released to all active 

cases with the objective of creating a greater awareness and 

understanding of the program on the part of the client. Moreover, in 

1977 the Department began mailing notices with benefit checks on a 

quarterly basis to emphasize recipient responsibilities. These 

notices advise recipients to notify their payments worker if changes 

in income, address, family composition, or work expenses occur. 
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~ Clearance System 

In order to provide for a complete verification of income, a wage 

clearance system was established in 1974 which entailed a computer 

match of State Labor Department tapes with .AFOC payroll tapes. 'Ibe 

purpose of this system was to detect unreported and under-reported 

income of recipients so as to minimize the fraudulent receipt of aid. 

The Department maintains that this has been an effective program 

because it has increased the number of potentially fraudulent cases 

that are referred for investigation and possible prosecution. 

Staff Development and Training 

The Florida Department of Health and Rehabilitative Services, 

similar to the welfare administrations in all other jurisdictions in 

the study, places significant emphasis on staff development and 

training. The training is used in part to ensure that new policies 

and procedures are applied correctly and consistently. Moreover, 

specific problem areas in eligibility determination, the application 

of time standards, civil rights issues, fraud, and the handling of 

income and expense information are dealt with in specialized training 

sessions when deemed necessary. 

Income Averaging Policy 

In 1977 a policy of income averaging for cases with irregular 

earnings was adopted. 'lhe Department found that in some instances, a 

recipient would have very large earnings in one month, use all of the 

income in that month, and then be eligible for AFDC in the following 
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month. With the new policy the Department averaged the income of the 

recipient over a three month period to obtain an average monthly 

income which was used in determining eligibility and for calculating 

the size of the grant. This precluded recipients with extraordinarily 

large incomes in one month from receiving aid in the months that 

immediately followed. 

Simplified Budgeting Procedures 

In an effort to reduce error in budget calculations the 

Department also implemented a consolidated needs standard in early 

1975. Prior to consolidated needs, the items included in the 

budgeting standards were food, clothing, incidentals, household 

expenses, and shelter. Allowances were based on the number of 

recipients in the assistance unit. If recipients found that they had 

special needs in certain months they could apply for a special needs 

allowance and the payment worker would decide if the request was 

legitimate and deserving of additional aid. With the adoption of the 

consolidated needs standard, all budgetary items were included in one 

flat grant, and special needs were no longer recognized. Clearly, the 

change to this policy had as its objective a simplification of budget 

calculations so as to reduce paym~nt errors. 

In addition to the consolidated standards, the Department adopted 

standards with respect to work-related expenses. Rather than 

documenting actual expenses, recipients were allowed to use a set 

standard in deducting work-related expenses from income. Again, the 

purpose of the standard was to simplify the budgeting process and 
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therefore reduce recorded payment errors. 

As such it should be clear that Florida relied heavily on new 

verification requirements, simplification of regulations, and staff 

development to insure quality control standards. Unlike other 

jurisdictions, Florida did not rely on special recertification 

procedures with the exception of the one-time mass review. The 

Department's goal was apparently to minimize fraud and error by a 

systematic application of administrative policies designed to improve 

staff capability and reduce the chance of error by minimizing 

administrative complexity. These programs, as the regression analysis 

indicates, were apparently effective in enhancing quality control and 

limiting caseload and expenditure growth. 

In the following section, the Florida specific institutional 

variables are presented. They reflect our best attempts to proxy the 

many activities undertaken in the state, and the ones used in our 

regression equations to evaluate the impact of corrective actions. 



AIDES 

STAFF 

SIMPLE 

SIMPHA 

SEPSVC 

SEPSV1 

IBM 

APRSYS 

Florida 

Area-Specific Administrative and Institutional Variables 

Staff Aides Dummy - Has value of 1.0 from 4/72 
to 3/74 to account for period when Department used 
additional trainees as eligibility workers. 
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Staff Reallocation Dummy- Has value of .70 in 
10/72, .80 in 11/72 and 1.0 in 12/72 to account for 
period of departmental staff reallocation. 

Simplified Eligibility Dummy - Has value of 1.0 
from 10/70 to 9/71 to account for use of simpified 
method of eligibility determination during this 
period. 

Simplified Eligibilit~Dummy with Phase-in -
Has value of .25 in 7 o, .so-rn-a)7o, .75 in 9/70, 
1.0 from 10/70 to 9/71, .75 in 10/71, .SO in 11/71, 
and .25 in 12/71 to account for the use of simplified 
method of eligibility determination during this period. 

Separation of Services Dummy - Has value of 1.0 
from 10/70 to 12/70 to account for initial period 
of separation of services. 

Modified Se~ration of Services Dummy - Has value 
of 1.0 in 1~70 to account for initial impact of sep-
aration of services. 

IBM Durrmy - Has value of • 70 in 12/70 and 1.0 in,-
1/71 to account for conversion from IBM cards to the 
Basic Welfare Document. 

APR System Dummy - Has value of 1.0 in 6/74 
to account for implementation of live Assistance 
Payments Record. 
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FOOTER 

TIM'IRD 

MEDSTR 

'IMSTD1 

ADAIX 

Foster Care Dummy - Has value of 1.0 from 7/74 
to 12/79, to account for Foster Care cases being 
reflected in applications data. 

Time Trend Dummy - Has value of 1.0 in S/72 and 
InCreases linearly to value of 26 in 6/74. 
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Medicaid Startup Dummy- Has value of .7S in 12/69, 
1.0 in 1/70 to capture initial impact of medicaid pro-
gram. 

Time Standard Phase-in Dummy - Has value of .SO 
in 2/73 and 1.0 in 3/73 to 4/73 to account for phase-
in of time standard policy which required cases to 
be processed within 4S days of the intake of 
the application. 

Americans for Democratic Action Index - Specially 
constructed annually 1nterpolated ADA congressional 
voting index, based on the voting record of Florida's 
congressional delegation on key economic and welfare 
related issues. 

Corrective Action Variables 

COOND 

COONDl 

CCNPHA 

REVIEW 

Consolidated Need Standard - Has value of 1.0 
from l/7S to 12/79 to account for existence of con-
solidated need standard (flat grant system). 

Consolidated Need Impact Dummr - Has value of 
1.0 in 1/7S to account for in1tia1 impact of con-
solidated need standard. 

Consolidatd Need Phase-in Dummy - Has value of 
.SO in 11/74, and 1.0 in 12/74 to capture phase-in 
of consolidated need standard. 

Mass Review Dummy - Has value of 1.0 from 1/72 
through 3/72 to account for period of intensive 
caseload review. 



MRIMP 

REVEND 

ADDVER 

FRAUD 

WAGE 

INCAVG 

MLOUTS 

Mass Review Impact Durrmy - Has value of 1.0 in 
11/71 to account for impact of Mass Review on 
processing rate. 
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Mass Review Modified Dummf - Has value of .40 in 
10/71, .60 in 11/71, .70 1n 12/71, 1.0 in 1/72, .SO in 
2/72 and 3/72, and .25 in 4/72 to account for impact of 

·Mass Review and elimination of simplified eligibility 
on rejection rate. 

Mass Review Modified Dummy - Has value of 1.0 in 
1/72, .so in 2/72 and .25 in 3/72 to account for direct 
impact of Mass Review on closings. 

Additional Verification Dummy - Has value of .20 
in 2/73, .40 in 3/73, .60 in 4/73, and 1.0 from 5/73 
to 12/79 to account for period of additional verifi-
cation/documentation of factors affecting eligibility. 

Fraud Unit Dummy - Has value of 1.0 from 12/74 to 
12/79 to account for existence of Overpayment and 
Fraud Recoupment Units. 

Wage Clearance ~stem - Has value of 1.0 in 10/74 
to account for 1mplementation of computer match-up 
between State Departments of Labor and Welfare. 

Income Averaging Policy Dummy - Has value of 1.0 
from 10/77 to 12/79 to account for administrative 
policy Which averaged the applicant's income over a 
three month period rather than monthly. 

Mailout Dummy- Has value of 1.0 in 11/77, 1/78, 
4/78, 7/78, 10/78, 1/79, 4/79, 7/79, 10/79 to account 
for quarterly mailouts sent with AFDC checks to remind 
clients to report any change in their circumstances. 

Fitted Dummy Variables 

69Dl 1969 Fitted Dummy - Has value of • 50 in 2/69, 
.75 in 3/69, 1.0 in 4/69 and .70 in 5/69 to account 
for period of constructed data. 



68/690 

68/692 

1968/69 Fitted Dummy J1l - Has value of .10 in 
9/68, .SO from 10/68 to 1/69, .8S in 2/69, .90 in 
3/69, 1.0 in 4/69, .SO in S/69 and .lS in 6/69 to 
account for period of constructed data. 

1968/69 Fitted Dummy (2) - Has values of .40 in 
1/68, .SO in 2/68, .60 in 3/68, .so in 4/68, .7S in 
S/68, .SO in 6/68, 1.0 in 7/68, .40 in 8/68, 1.0 in 
9/68 and 10/68, .2S in 11/68, .7S in 12/68, .9S in 
1/69, .90 in 2/69, .7S in 3/69, .40 in 4/69, .10 in 
S/69 and 6/69 to account for period of constructed 
data. 
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Florida 

Regression Results 

Before delving into the final regression results for the Florida 

AFDC Dynamics Model, it is necessary to echo a phrase commonly heard 

in the field of statistics: "a model is only as good as the data that 

go into it." Initially the Florida AFOC data appeared to be of high 

quality. After careful first-hand examination, however, we found that 

large gaps existed in the component time series. A full 18 months of 

data was missing as a result of a physical relocation of the Florida 

Department of Health and Rehabilitative Services. However, six month 

totals for each component were readily available. Through 

straightforward mathematical techniques, we were able to construct 

monthly estimates for each component which were subsequently used in 

estimating a complete four equation system.[*] 

In addition, there was very little variance in several of the 

components, which posed a problem with respect to regression 

estimation. Obviously, it is impossible to uncover significant 

correlations between dependent and independent variables if the 

dependent variable in question has little or no variance. Therefore, 

we urge caution in interpretting the Florida results. We are very 

skeptical of the simulated estimates produced. 

[*] See the Appendix to this chapter for a detailed explanation 
of the techniques used in creating these monthly component estimates. 
In addition, see the Appendix to this report for the short period 
regressions used in preparing the Pre-QC/CA simulations. 
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ApPlications Recieved 

The "best" regression for the applications received component of 

the Florida AFDC model appears in Table 11.1. The OLS version 

indicates that 92 percent of the variance was explained with a 

standard error of about 14 percent of the mean value of the dependent 

variable. Five variables representing the three theories of caseload 

behavior appear in the regression. 

An interaction term between the benefit/wage ratio and a "30 + 

1/3" variable is the first term in the equation. The coefficient 

indicates a very modest impact on the number of applications received 

-- a 10 percent boost in the ratio after July 1968 would have induced 

an average of 53 additional applications per month. 

The employment opportunity theory is represented by two variables 

in the regression: the seasonally unadjusted unemployment rate and 

the change in service sector employment. Both terms are highly 

significant and powerful. The coefficient on URATE suggests that, on 

average during the period under study, a one percentage point jump in 

the aggregate unemployment rate was responsible for almost 350 new 

applications per month. Additionally, a reduction of 1,000 jobs in 

the tourist industry related service sector (defined as employment in 

ea~ing and drinking establishments and hotels and motels) increased 

the number of applications by an average of 33 per month. The 

empirical evidence strongly suggests that both the overall economic 

environment and the number of job openings in low skill, high turnover 

sectors are major determinants of the demand for welfare in the State 

of Florida. 
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Table 11.1 
Florida AFDC-Basic: Final Applications Received Equation (1st Stage) 
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Finally, the institutional hypothesis is represented by one · 

administrative variable (SIMPLE) and one demographic variable (FHF). 

During the twelve month period when the welfare department was using a 

simplified method of eligibility verification, the number of 

applications received increased by an average of nearly 800 per month. 

Clearly, with less "hassle" involved in the application process, more 

potential recipients were encouraged to apply. The number of female 

headed families statewide has also been an extremely significant 

factor in determining the level of applications. There were no 

corrective action policies that affected the number of applications. 

Processing ~ 

The processing rat~ equation is found in Table 11.2. The first 

stage regression explains about 60 percent of the variance. 

The key variables in the equation are institutional 

(administrative) in nature. During a two year period when the 

Department used additional trainees as elibigility workers (AIDES) the 

processing rate increased by an average of nearly four percentage 

points. It is believed that the use of additional trainees resulted 

in a more effective distribution of the overall workload handled by 

the Department, leading to the expedited processing of cases. 

Moreover, a new staff allocation (STAFF) involving increased hiring, 

additional training, and the reassignment of work tasks was undertaken 

in August 1972. The result of this program was to raise the rate at 

which applications were processed by an extremely significant amount, 

at least for the first several months following its implementation. 
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Table 11.2 
Florida AFDC-Basic: Final Processing Rate Equation (1st Stage) 
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Nearly 2,900 additional applications were disposed of between October 

and December 1972 because of this staff reallocation. 

Simplified eligibility (SIMPLE) also put upward pressure on the 

processing rate. The impact of the limited verification policies was 

to increase the processing rate by an average of 3.3 percentage points 

while it was fully in effect. SIMPLE had a smaller but still 

significant impact during the three month period that it was phased 

in, and during the three month period surrounding its discontinuance. 

However, the factor that had the greatest impact on the nlltlber of 

cases disposed was separation of services (SEPSVl). In the initial 

period of its implementation, separation boosted the processing rate 

by over 18 percentage points, implying that almost 1,700 additional 

applications were disposed of due to this new requirement. Three of 

the remaining non-corrective action terms in the equation are 

variables that proxy for the start-up of new administrative programs 

and systems. The start-up of the Medicaid program in late 1969 and 

early 1970 (MDSTRT) decreased the rate at which cases were processed 

by about seven points, probably because workers were required to learn 

the new procedures and forms required of the new program. 

A change in record keeping systems (APRSYS) also influenced the 

volume of applications disposed. The Department converted from the 

utilization of the Basic Welfare Document (BWD) to the Assistance 

Payments Record (APR) for managerial/record keeping purposes. In June 

1974 with full implementation of the APR system, the processing rate 

experienced a decline of nearly 10 percentage points. Again, allowing 

for additional training and the necessary orientation period, we 
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should expect that the general efficiency of workers would decline 

during the period surrounding this type of major conversion. The 

equation indicates that this is precisely what occurred. 

The last of the three variables (TMST.Dl) proxied for increased 

training activity and the application of time standards in the 

processing of applications. Extensive in-service training was 

provided to all workers in January 1973 to acquaint them with new 

verification requirements in AFDC and to insure that the new policy 

was applied correctly and efficiently. Tbward the end of 1972 and in 

early 1973 a great deal of emphasis was also placed on compliance with 

a 45-day time limit on pending applications. These factors were 

apparently responsible for boosting the rate at which applications 

were processed by nearly six points for a short period in the 

beginning of 1973. 

Finally, two fitted dummy variables (69Dl and 68/690) appear in 

the regression to account for brief periods in which the caseload data 

required extensive adjustment. 

There are also a number of explicit corrective actions that 

affected the processing rate. Following the phase-out of simplified 

eligibility, the Department conducted a "Mass Review" of the entire 

caseload. Every case was completely reviewed in early 1972 to insure 

that those receiving aid were legally eligible for participation in 

the program. Although a variable to proxy for this recertification 

program would be most appropriate, at least theoretically, for the 

closing rate equation, we found that it affected other components of 

the welfare system as well. In November 1971, immediately prior to 
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the Mass Review, (MRIMP), the processing rate dropped significantly--

by almost a full 10 points. This can be attributed to one of two 

things happening at the time. Perhaps the discontinuance of 

simplified eligibility, which placed more responsibility on individual 

workers for increased verification (therefore increasing individual 

workloads) initially caused much slower processing of applications. 

However, it is also possible that in preparing for a complete 

recertification of the existing caseload, worker emphasis was diverted 

from the processing of new cases to the review of active cases. In 

any case, the impact on the processing rate was quite powerful. 

In January 1975, the Department implemented a consolidated need 

standard in AFDC, significantly simplifying the case budgeting 

process. With this new system of budgeting, all items were included 

in a flat grant, rather than the previously used policy of individual 

identification -- and calculation -- of food, clothing, shelter costs, 

and the like. The phase-in of the consolidated standard (CCNPHA) 

caused a large decline in the processing rate in late 1974, probably 

due to the orientation process involved with the introduction of this 

type of new administrative policy. 

Rejection Rate 

The final rejection rate equation appears in Table 11.3. The OLS 

version indicates that 83 percent of the variance was explained, with 

a standard error of 11 percent of the mean value of the rejection 

rate. All of the variables in the equation are institutional in 

nature, suggesting that acceptance/rejection policy is not 
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Table 11.3 
Florida AFDC-Basic: Final Rejection Rate Equation (1st Stage) 
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significantly affected by economic factors. This is also the case in 

most of the other models we examined. 

The first variable appearing in the regression (FOSTER) accounts 

for a period (7/74 - 12/79) in Which foster care cases were reflected 

in the .AFDC-Direct Assistance applications data. Although adjustments 

were made for this, it was clear that some underlying structural 

change in the data occurred at this time. FOOTER is in the equation 

simply to account for this data base change. 

In its initial period of implementation, separation of services 

(SEPSVl) significantly reduced the rate at which applications were 

rejected. A decline of nearly nine full points was experienced in 

October 1970, probably a result of some disorganization that should be 

expected to accompany periods of major program changes. 

Simplified eligibility, by reducing the need for extensive 

verification of information provided by potential recipients, also 

reduced the rejection rate substantially. During the 12 month period 

that this administrative policy was in effect, the rate at Which 

applications were rejected was lower than "normal" by an average of 

about eight percentage points. 

Finally, a dummy variable (68/692) similar to that used in the 

processing rate appears in the equation to account for a period in 

Which the caseload data required extensive adjustment. 

Although, as we mentioned earlier, the Mass Review was conducted 

with the intent of locating and then closing any ineligible recipients 

that may have been accepted onto the .AFDC rolls during the period of 

simplified eligibility, it also affected the rate at which 
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applications were processed and rejected. Clearly, the more 

conservative approach taken by the Department toward AFDC (in terms of 

additional verification on intake and more thorough review of active 

cases) affected virtually all components of the AFDC system. The 

impact of this new approach to caseload control significantly affected 

the rejection rate during the seven month period surrounding the 

elimination of simplified eligibility and the undertaking of the Mass 

Review. The coefficient on REVMON suggests that this activity raised 

the rejection rate by nearly 5.5 percentage points initially, reaching 

an increase of 13.5 points in January 1972, and then declining to 

about four points higher than "normal" in April 1972. 

Closing Rate 

The closing rate equation for the Florida model is presented in 

Table 11.4. The OLS regression indicates that about 70 percent of the 

variance in the closing rate was explained by seven variables in 

addition to the constant term. Similar to the other component 

equations in the Florida AFDC Dynamics Model, the closing rate is 

largely dominated by institutional factors, with the single exception 

of the B/Z ratio. 

The benefit/wage ratio (including the actuarial value of Medicaid 

in the denominator) with a "30 + 1/3" interaction appears in the 

regression to test the alternative income hypothesis. The coefficient 

indicates that a small but significant relationship exists between the 

B/Z ratio and the rate at which cases are closed. Specifically, a ten 

point increase in B/ZM*30 is associated with a decline of 1/10 of a 
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Table 11.4 
Florida AFDC-Basic: Final Closing Rate Equation (1st Stage) 
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percentage point in the closing rate, suggesting that as benefits 

increase relative to potential labor market earnings, fewer recipients 

are likely to close their cases. 

The remaining variables in the equation are institutional in 

nature. While the introduction of separation of services (SEPSVl) 

increased the processing rate and decreased the rejection rate, it 

also acted to increase the closing rate. As more applicants were 

"pushed" through the system and accepted onto the AFDC rolls, more 

active cases were actually being closed. This might suggest that the 

implementation of separation served as a type of review of the 

existing caseload, at least for the initial month of the 

administrative change. The coefficient suggests an enormous impact on 

the dependent variable; in October 1970 the closing rate was over 5.5 

points higher than it would have been expected to be in the absence of 

this new program. 

A new staff allocation (STAFF) involving increased hiring, 

additional training, and the reassignment of various work tasks began 

in August 1972. In addition to raising the rate at Which applications 

were processed, this program had the additional effect of increasing 

the closing rate by over one-half of a percentage point during the 

last quarter of 1972. This result suggests that the new staff 

allocation program permitted, at least for a brief period, a more 

thorough review of active cases. 

The Department's conversion from IBM computer cards to a more 

systems oriented approach utilizing the Basic Welfare Document also 

had a very significant impact on the rate at which cases were closed. 
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The coefficient on IBM indicates that the effect of the conversion in 

late 1970 and early 1971 was to decrease the closing rate by 

approximately one percentage point. This suggests that the ~ediate 

impact of this administrative change was probably to divert staff time 

away from the review of ongoing cases in order to allow for a period 

of orientation with respect to the new system. 

It should be clear by now that the closing rate is one of the 

caseload components that is most directly affected by corrective 

action activity. Any program that has the termination of ineligible 

cases as its primary objective is likely to appear in the closing rate 

equation. Several such variables appear in the Florida AFDC Model. 

As we mentioned earlier, the Mass Review undertaken in early 1972 

had as its objective the closing of ineligible cases that had been 

···accepted onto the AFDC rolls during the period of simplified 

eligibility. Therefore, the direct impact of this short term program 

was to increase the closing rate significantly. The coefficient of 

REVEND indicates that in January 1972, the first month of the Mass 

Review, the closing rate jumped nearly 2.5 points, with a smaller, but 

still significant increase in the two succeeding months. It would 

seem that the program was successful in locating ineligible cases that 

were receiving aid, and in subsequently removing those cases from the 

active caseload. 

A second corrective action variable to appear in the regression 

(ADDVER) is designed to proxy for the existence of a new policy 

requiring the additional verification and documentation of factors 

affecting eligibility and size of the grant. This policy was 
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initiated in early 1973 and continues to the present. Adherence to 

this more rigid verification system acted to increase the closing rate 

by an average of nearly 1.8 percentage points, a result consistent 

with the original intent of the policy. By requiring a more thorough 

application of verification and documentation procedures the 

Department was able to close more cases than it would have in the 

absence of this policy. 

Finally, the introduction of the consolidated need standard 

(CONNDl) in January 1975 acted to decrease the closing rate for a 

brief period. The coefficient indicates that the closing rate dropped 

by nearly one and one-half points in January, again probably due to 

the effect that any new program can have on a system as large and 

complex as AFDC. 

Now that each of the regressions of the full equation system has 

been estimated for the Florida model, we turn to the simulation 

results which allow us to estimate the impact of corrective actions. 
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As indicated by the regression results, the corrective action 

variables in the Florida AFDC Dynamics model were limited to three 

basic activities: the Mass Review, additional verification 

requirements, and conversion to a consolidated need standard. The 

Mass Review, a complete recertification of the entire caseload which 

took place in early 1972, had a significant impact on all but the 

applications received component of the caseload identity. Variants of 

a basic Mass Review impact variable entered the processing, rejection, 

and closing rate equations. A variable designed to proxy for 

additional verification requirements in AFDC (ADDVER) appeared as a 

significant and powerful factor in the closing rate. Finally, 

variants of a simple consolidated need impact term entered both the 

processing and closing rates. In the following section, we evaluate 

in a fully dynamic simulation model the impact of these policy 

variables on cases receiving assistance, cases added, cases closed, 

and expenditures. 

Cases Receiving Assistance 

Table 11.5 presents final caseload estimates which are based on 

the three basic simulations. In comparing the estimates based on 

these alternative simulations we can estimate the impact of structural 

change that has occurred since 1972 independent of corrective action 

activity. As before, •structural change" refers to a change in the 
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underlying relationship between non-corrective action variables and 

the various dependent variables in the model. 

The table indicates that in December 1974, the Present Structure 

Simulation predicted 80,793 cases receiving assistance. The actual 

number was 76,504. Thus, there was a difference of about 5.6 percent 

between the actual reported caseload and our best estimate. For 

December 1976, the PSS predicted a caseload of 85,208, or nearly 5,000 

more cases than there actually were. By December 1979, the difference 

between actual and predicted had reached 9,000 cases, due to a 

resurgence in caseload growth during 1979. In Figure 11.1 the 

differential between simulations (0) and (1) indicates the difference 

between the actual caseload and the PSS estimate. 

Thus, compared to other jurisdictions in this study, our "best" 

model of the Florida caseload has serious flaws. our belief is that 

the exceptionally large errors in the Florida model can be traced 

primarily to faulty and incomplete caseload data. As a result, we 

feel that the Florida results must be interpreted very carefully and 

not too much stock can be placed in them. Without better data and a 

better model, we have little confidence in these results and 

particularly our estimates of the impact of corrective action. 

Table 11.5 and Figure 11.2 show the effects of corrective action 

and structural change on the number of cases receiving assistance. 

The table suggests that by December 1974, had no change occurred in 

underlying structural responses to variables like the benefit/wage 

ratio and the unemployment rate, and no corrective actions been 

undertaken, there would have been about 30,577 (37.8 percent) more 
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cases receiving assistance than the PSS predicted. Of the full 

difference, changes in underlying structure accounted for about 1,800 

cases (see the differential between simulations (2) and (6) in Figure 

11.2). Corrective actions appear to have been responsible for 

reducing the caseload by about 28,777 cases, or about 35.6 percent of 

the PSS estimate. (See the difference between simulations (1) and (2) 

in Figure 11.2). 

By December 1976, the total difference attributable to both 

structural change and corrective action had grown to about 38,725 

cases. However, the change in caseload caused by different structural 

responses (reflected by a comparison of Pre-QC/CA and PSS-No QC/CA 

simulations) was an increase of nearly 1,050. Corrective actions 

therefore reduced the caseload by almost 39,790 cases, or an 

incredible 46.7 percent of the PSS estimate. This impact is reflected 

by the difference between simulations (1) and (2) in Figure 11.2. 

Finally, by the end of the entire simulation period (December 

1979), had no structural change occurred, and no corrective actions 

been implemented, there would have been about 40,325 more cases 

receiving assistance than our best model predicted. Again, a 

comparison of the Pre-QC/CA and PSS-No QC/CA simulations indicates 

that structural change resulted in an increase of about 1,750 cases. 

Corrective actions caused a reduction in caseload of more than 50 

percent of the PSS estimate, or 42,076 cases. Again we must stress 

our uneasiness about these results given the poor fit of the basic 

model. 
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Cases Added 

Table 11.6 presents the effect of structural changes in the 

caseload generating function and the impact of corrective actions on 

the cases added component of the basic caseload identity. It 

indicates that over the 36 month simulation period ending in December 

1974, had structural change and corrective actions not occurred, there 

would have been about 8,772 more cases added than the PSS estimate 

suggests. Of the total difference between the PSS and the Pre-QC/CA 

simulations, structural changes accounted for 6,836 openings. 

Corrective actions, on the other hand, had a much smaller impact on 

cases added. They were responsible for a reduction of 1,936 openings 

in the program, or only 1.5 percent of the PSS estimate. 

Over the longer 60 month simulation period, the total difference 

in openings attributable to changing structural relationships and 

corrective actions was about 10,676 cases. Structural changes were 

responsible for nearly 96 percent of the difference (or 10,179 fewer 

openings than the Pre-QC/CA simulation predicted). Corrective actions 

accounted for only four percent of the total difference in cases added 

(or a reduction in openings of two-tenths of one percent of the PSS 

estimate). 

Finally, by December 1979, the impact of changes in structural 

relationships and corrective actions on cumulative cases added was 

16,209. Different structural responses to economic opportunity and 

alternative income variables resulted in about 15,700 fewer openings 

in the PSS-No QC/CA simulation relative to the Pre-QC/CA simulation. 

Again, corrective actions were relatively insignificant with respect 



S:inulatioo 

Actual 
Present Structure (PSS) 

Table 11.6 
Sfmulatian Results 

Florida 
·Cases Added 

Cl.m.llative 
to 12/74 

(36 months) 
127,681 
128,247 

Pre - cy:;/CA Structure (Pre - cy:;/CA) 137,019 
Present Structure - No QC/CA 130,183 
(PSS - No cy:;/CA) 

· Q!J/CA And Stuctural Impacts 

Due to QC/CA and Structure -8,772 
% PSS (-6.8%) 

Due to Structure -6,836 
% PSS (-5.3%) 

Due to cy:;/CA -1,936 
%PSS (-1.5%) 
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Ctm.llative Cululative 
to 12/76 to 12/79 

(60 months) (96 months) 
230,367 394,276 
233,869 394,415 
244,545 410,624 
234,366 394,912 

-10,676 -16,209 
( -4.5%) (-4.1%) 
-10,179 -15,712 
(-4.3%) (-4.0%) 

-497 -497 
(-0.2%) (-0.1%) 
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to their impact on the cases added component. By the end of the full 

simulation period they had reduced openings by only one-tenth of one 

percent of the PSS estimate, suggesting for all practical purposes 

that virtually all the impact of corrective action in Florida occurred 

through the closing rate. 

Cases Closed 

Table 11.7 presents estimates of cumulative cases closed over 

three time periods. As was done for the other components, the impacts 

of structural change and corrective actions are parceled out via 

comparisons of the three basic simulations. 

The table indicates that over the 36 month simulation period 

ending in December 1974, the total difference in cumulative cases 

closed due to changing structural relationships and the implementation 

of corrective actions (PSS versus Pre-QC/CA) was 21,806. Corrective 

actions were responsible for boosting closings by nearly 26,850 cases 

(19.8 percent of the PSS estimate) but changing structural 

relationships offset this increase by 5,035 closings, resulting in the 

21,806 case difference. 

By December 1976, the total difference in closings had grown to 

almost 28,050 cases. Again, corrective actions were responsible for a 

tremendous increase in the number of closings. Over the 60 month 

period, they accounted for nearly 39,300 (16.6 percent of the PSS 

estimate), while a changing structure resulted in 11,243 fewer cases 

closings. 

Finally, over the entire 96 month simulation period the impact of 



S:fDulatial 

Actual 
Present Structure (PSS) 

Table 11.7 
S:imulation Results 

norida 
Cases Closed 

Clm.llative 
to 12/74 

(36 months) 
139,238 
135,515 

Pre - f:1;/CA Structure (Pre - f:1;/CA) 113,709 
Present Structure - No Q!:./CA 108,674 
(PSS - No C$./CA) 

·rt:./CA And Stuctural Impacts 

nJe to Q!:./CA and Structure +21,806 
% PSS (+16.1%) 

ll1e to Structure -5,035 
% PSS (-3. 7%) 

ll1e to f:1;/CA +26,841 
%PSS (+19.8%) 
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Cmulative Cl.m.11ative 
to 12/76 to 12/79 

(60 mnths~ (96 months) 

238,196 393,262 
236,721 402,305 
208,672 378,191 
197,429 360,727 

+28,049 +24,114 
(+11.8%) (+6.0%) 

-11,243 -17,464 
(-4.8%) (-4.3%) 
+39,292 +41,578 

(+16.6%) (+10.3%) 
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a different structural regime in combination with corrective actions 

was to increase closings by 24,114. While the change in structure 

acted to reduce potential closings, as it did over the shorter 

periods, corrective actions predominated. By December 1979, there 

were over 41,575 (10.3 percent of the PSS estimate), more closings 

than would have occurred had corrective actions not existed. In this 

model, then, corrective actions not only reduced the predicted 

caseload, but offset structural changes in program dynamics that would 

have added to the overall number of cases receiving assistance. 

Expenditures 

Table 11.8 and Figure 11.3 present the three basic simulations 

for AFDC expenditures in Florida. As we have repeatedly emphasized in 

the results for other jurisdictions studied, there is a crucial 

assumption made in estimating AFDC expenditures: each case that is 

affected by corrective action (through any of the components of the 

model) is assumed to receive the average expenditure for all cases. 

This is an important qualification, for we might expect that cases 

receiving only marginal amounts of aid are closed at a higher marginal 

rate. Ideally, we would have liked to use the average expenditure for 

all cases affected by corrective action; however, because existing 

data do not make this distinction, it was necessary to adhere to this 

assumption. 

The table indicates that in the absence of both structural change 

and corrective action, AFDC expenditures would have been $52.2 million 

more by December 1974 than the PSS estimate indicates. Of the total 

difference, structural changes in the caseload generating function 



S:blulaticn 

Actual 
Present St:Ncture (PSS) 

Table 11.8 
Simulation Results 

Florida 
ExDenditures (in thousands) 

Clmllative 
to 12/74 

~36 . lOOnths ~ 
~311,271 

319,943 

Pre - ~/CA Structure (Pre - ~/CA) 372,149 

Present St:Ncture - No QS;/CA 364,173 
(PSS - No ~/CA) 

r:f/CA Atid Stuctural Impacts 

IUe to r:f/CA and St:Ncture $-52,206 

%PSS (-16.3%) 

Due to St:Ncture -7,976 

% PSS (-2.5%) 

Due to ~/CA -44,230 

%PSS (-13.8%) 
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CuD.llative Curulative 
to 12/76 to 12/79 

~60 toonths) (96 lOOnths) 

$546,303 $972,869 
574,048 999,341 
728,944 1,365,633 
720,965 1,364,683 

$-154,896 $-366,292 
(-27 .0%) (-36.7%) 

-7,979 -950 
( -1.4%) (-0.1%) 

-146,917 -365,342 
( -25.6%) (+36.6%) 
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were responsible for nearly $8.0 million. Corrective actions, on the 

other hand, were responsible for a reduction of $44.2 million in 

potential expenditures (or 13.8 percent of the PSS estimate for the 36 

month period). 

By December 1976, 60 months out in the simulation period, had 

structural change not occurred and corrective actions not been 

implemented, expenditures for AFDC would have been nearly $154.9 

million or 27 percent ~ than the PSS estimate. Of this total 

difference, changes in the underlying structural regime accounted for 

about $8.0 million. Corrective actions were much more powerful. They 

reduced expenditures by more than $146.9 million (or 25.6 percent of 

the PSS estimate) over the period. 

Finally, over the entire simulation period, had no change in the 

underlying response to structural variables taken place and no 

corrective actions been undertaken, we estimate that about $366.3 

million more would have been spent on AFDC. Virtually the entire 

difference in expenditures (36.6 percent of the PSS estimate) is 

attributable to corrective action. Thus, if these numbers are to be 

believed, corrective actions were responsible for reducing overall 

program benefit expenditures by over a third. For no other 

jurisdiction did we estimate such a large effect. 

Which Corrective Actions did the Most? 

As has been the case in the results presented for each 

jurisdiction, we can parcel out the individual impacts of the three 

corrective action variables in the Florida model. By doing this we 
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can determine What has been the most significant factor in caseload 

reduction in the state. 

Cases Receiving Assistance 

Table 11.9 presents the individual impacts of the three basic 

corrective action variables on cases receiving assistance for three 

points in time. Additionally, Figures 11.4 through 11.6 graphically 

depict the individual impacts of those variables for the entire 

simulation period. 

The first variables to be evaluated are those related to the Mass 

Review (REVIEW). Variants of the Mass Review variables affected all 

three of the rates in the caseload identity. The table indicates that 

by December 1974 this one-time mass recertification was responsible 

for reducing the caseload by about 1,040 relative to What it would 

have been had the review not occurred. By December 1976, the caseload 

reduction impact was only 325 cases. That is, had the review never 

been conducted, there would have been 325 more cases receiving 

assistance than the PSS indicated. Finally, the impact of the review 

by the end of the entire simulation period had declined to an 

insignificant level. Only 46 more cases would have been receiving 

assistance in December 1979 had the review never been undertaken. 

Figure 11.4 indicates the relatively minor impact of the review 

on the caseload. Note the small distance between simulations (1) and 

(3) in the figure. It suggests that this recertification changed the 

caseload very little in relation to What it would have been in its 

absence. 



Table 11.9 
Individual Corrective Action Inpacts 

Florida 
Cases Receiving Assistance 

at 12/74 at 12/76 CS/CA. Variable 
(36 mJnths) (60 m:nths) 

1) Review -1,041 -325 
2) ADDVER (Additional Verification) -25,855 -39,835 
3) CX>NND (Consolidated Standard) -1,347 +417 

Total (Excluding Interactions) -28,243 -39,743 

Interactions -534 -46 

Total Impact -28,777 -39,789 
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at 12/79 
(96 mJnths) 

-46 
-42,089 

+59 

-42,076 
0 

-42,076 
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Counterfactual Sinulaticn: Florida 
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Table 11.9 also indicates the impact of additional verification 

requirements (ADDVER) in AFDC. By imposing strict verification I 

docll'l\entation policies in AFDC, the Department was able to reduce the 

caseload in December 1974 by about 25,850 cases relative to what it 

would have been had the earlier verification policies been maintained. 

By December 1976, 60 months out in the simulation, the caseload 

reduction impact was about 39,835 cases. And finally, in December 

1979, had the stricter policies not been adopted, the caseload would 

have been almost 42,100 cases higher than our best model indicates. 

Figure 11.5 indicates graphically the impact of these requirements on 

the number of cases receiving assistance. The differential between 

simulations (1) and (4) represents their impact on the caseload. we 

see that from early 1973, when the requirements became effective, to 

the end of the simulation period, almost all of the caseload reduction 

impact of corrective acion is attributable to this one set of 

policies. 

Finally, the impact of the consolidated standard phase-in was to 

reduce the caseload by nearly 1,350 by December 1974. By reducing 

additions through its negative impact on the processing rate, the 

changeover initially acted to reduce the caseload relative to what it 

would have been had the consolidated standard never been implemented. 

However, through its negative impact on the closing rate, the 

changeover acted to increase the caseload by about 400 by December 

1976. By the end of the simulation, the impact of this policy change 

was negligible (see the differential between simulations (1) and (5) 

in Figure 11.6). 



Figure 11.5 
Counterfactual S:inulatim: Florida 
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Figure 11.6 
O:ulterfactual S:im.Jlatim: fiorlda 
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Cases Added 

Cases receiving assistance is disaggregated into openings and 

closings for the purpose of evaluating how the caseload reduction 

impact of each variable was achieved. Table 11.10 indicates the 

effects of each corrective action on the cases added component of the 

system. The table indicates that by increasing the rejection rate, 

the Mass Review reduced the number of cases added to the case1oad. 

The cumulative impact on openings over all three time periods reported 

was less than 500 cases. 

The additional verification requirements (ADDVER) which increased 

the closing rate significantly, had no impact whatsoever on cases 

added. This is because none of the feedback mechanisms found to be 

statistically significant in some of the other models, were found to 

be significant in the Florida model. While the closing rate was 

higher when ADDVER was in effect, the increased closings did not 

result in more applications, as far as our regression equations 

indicated. 

Finally, through its direct and negative impact on the processing 

rate, the phase-in of the consolidated need standard reduced the 

number of openings by 1,440 by December 1974. Since fewer cases were 

actually disposed of in the months immediately prior to this major 

policy changeover, fewer disposed cases were left to be multiplied by 

a regression-determined rejection rate. This, of course, implies both 

fewer rejections and fewer acceptances. Thus, there were fewer 

openings in the program as a result of the consolidated standard 

variables. By 1976 and 1979 however, their impact had declined to 



Table 11.10 
Individual Corrective Action Inpacts 

Florida 
Cases Added 

\SICA Variable Cunul.ative Clm.llative 
to 12/74 to 12/76 

(36 roonths) (60 roonths) 

1) Review -497 -497 

2) ADDVER (Additional Verificaticn) 0 0 

3) CONND (Ccnsolidated Standard) -1,440 0 

Total (Excluding Interactions) -1,937 -497 

Interactions +1 0 

Total Impact -1,935 -497 

450 

Ct.mulative 
to 12/79 

(96 roonths) 
-497 

0 
0 

-497 
0 

-497 
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zero. 

Cases Closed 

Table 11.11 presents the individual impacts of the three basic 

variables on cases closed. It indicates that the net impact of the 

Mass Review was to increase closings by less than 550 over the 36 

month period ending in December 1974. We emphasize the term net 

impact because variants of the Mass Review entered three regression 

equations. The review directly increased closings via its impact on 

the closing rate, while it indirectly reduced closings by reducing the 

absolute level of the caseload (by way of its impacts on the 

processing and rejection rates). Recall that in a caseload components 

model a regression equation determined closing rate is multiplied by 

the caseload in the previous period plus cases added in the current 

period to derive closings for the current period. Mathematically: 

CA.CLO(t) = CLO.RT * [CA.REM(t-1) + CA.ADD(t)] 

OVer the 60 month period ending in December 1976, the Mass 

Review's impact on the processing and rejection rates dominated the 

closing rate. The results indicate that because the absolute level of 

the caseload was lower as a result of a higher rejection rate and 

lower processing rate, the review actually resulted in fewer closings 

in the model. The same holds true for the longer simulation period 

ending in December 1979. 

The additional verification requirements, obviously because they 

directly increased the rate at which cases were closed, resulted in 

greater closings in the program. Table 11.11 indicates that over the 



Table 11.11 
Individual Corrective Action IIIpacts 

norlda 
Cases Closed 

Cf,/CA Variable Omllative Qm1lative 
to 12/74 to 12/76 

(36 100Ilths) (60 100Ilths) 

1) Review +544 -172 

2) AmJER (Additional Verificaticn) +25,855 +39,834 

3) cmND (Ccnsolidated Standard) -92 -417 

Total (Excluding Interacticns) +26,307 +39,245 

Interacticns +534 -+47 

Total IDpact +26,841 +39,292 

452 

Ctm.llative 
to 12/79 

(96 toonths) 
-450 

-+42,087 
-58 

-+41,579 
-1 

-+41,578 
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period ending in December 1974, ADDVER was responsible for 25,855 more 

closings than would have occurred in the absence of the requirements. 

By December 1976, the number of closings attributable to ADDVER had 

grown to about 39,840, and over the entire simulation period 42,087 

more cases were closed than would have been, had the more "liberal" 

verification policies been allowed to continue. 

Finally, by reducing both the measured closing and processing 

rates, the implementation of the consolidated standard reduced 

closings in the model. However, at no time is the impact of any 

significance. 

Expenditures 

Table 11.12 presents the individual corrective action impacts on 

Florida AFDC expenditures. Again, it is necessary to mention the 

assumption implicit in these estimates: every case affected by 

corrective action is assumed to receive the average expenditure for 

all cases. This assumption most likely overstates expenditure 

savings; however it was necessary to make the assumption given our 

methodology and the data. 

The Mass Review variables are the first to appear in the table. 

Through their effects on the various rates of the model, especially 

the rejection and closing rates, these variables were responsible for 

reducing expenditures by December 1974 by about $8.7 million relative 

to what they would have been in the absence of the review. Relative 

to total corrective action induced savings, this constitutes about 20 

percent of total savings. 



Table 11.12 
Individual Corrective Action Inpacts· 

Florida 
Expenditures · (in thousands) 

f$./r:A Variable Qm1Jative Qmt]ative 
to 12/74 to 12/76 

(36 IOOnths) (60 IOOnths) 

1) Review $-8,702 $-10,503 
2) ADDVER (Additional Verificaticn) -34,542 -137,301 
3) c:nN> (Ccnsolidated Standard) -200 +1,985 

Total (Excluding Interacticns) -43,444 -145,819 
Interactions -786 -1,098 

Total Impact $-44,230 $-146,917 
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Qm.llative 
to 12/79 

(96 IOOnths) 

$-11,212 
-355,857 

+2,896 

-364,173 
-1,169 

$-365,342 
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Had the review never been undertaken, AFDC expenditures would 

have been about $10.5 million more than the PSS estimate by December 

1976. As a proportion of total expenditure savings over the period, 

however, it only accounted for approximately 7 percent. Finally, over 

the entire 96 month simulation period, expenditures were $11.2 million 

less than they would have been had the review not occurred (3 percent 

of total expenditure savings for the period). 

The additional verification requirements (ADDVER), because they 

acted directly to reduce the caseload through increased closings, were 

responsible for the overwhelming share of expenditure savings. The 

difference between two PSS simulations, one with the ADDVER variable 

operative and the other with it removed from the equation system, was 

about $34.5 million by December 1974. Of total PSS expenditures for 

the 36 month period, this represents nearly 11 percent. Of total 

savings, however, this constitutes over 78 percent. OVer the longer 

simulation period of January 1972 to December 1976, ADDVER was 

responsible for an expenditure reduction of $137.3 million, or 93 

percent of all corrective action induced savings. Finally, over the 

entire simulation period, additional verification requirements reduced 

expenditures by $355.8 million relative to what they would have been 

had the requirements not been instituted. 

The last corrective action activity to be evaluated consists of 

the consolidated standard impact variables. Beause the changeover to 

this new system acted to reduce the caseload through its impact on the 

processing rate, it was responsible for reducing expenditures. 

However, the savings were minor; only $200,000 over the initial 36 
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month simulation period. OVer the longer periods, the changeover to 

the consolidated standard, via its negative impact on the closing 

rate, actually boosted the caseload. Table 11.12 indicates that 

expenditures were actually $1.9 million greater by December 1976 as a 

result of the conversion to the new budgeting procedures. over the 

entire simulation period, CONND was responsible for a modest increase 

of about $2.9 million in expenditures. 

We therefore can conclude that the additional verification 

procedures were the only factors that ultimately affected the size of 

the caseload and the level of expenditures. But in Florida -- if the 

model is to be believed -- the procedures adopted were enormously 

powerful. 



Appendix to Chapter 11 

Transforming Semi-Annual Caseload Component Totals to a 
Monthly Series 
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For the period January 1968 through June 1969, only semi-annual 

totals were provided for the following Florida caseload components: 

Applications Received 
Applications Disposed 
Applications Rejected 
Applications Pending 
Cases Closed 
Cases Added 
Cases Remaining at the end-of-month 

In order to make the caseload component data for this 18-month 

period conform to the monthly data format required by the Florida 

model, these semi-annual totals were distributed to each of the 6 

months in the corresponding semi-annual period according to a 

procedure outlined here. The methodology used in the transformation 

has the desirable properties that seasonal fluctuations observed in 

the actual data surrounding the 18-month gap are preserved in the 

calculated data and that semi-annual totals of the constructed data 

equal the given semi-annual totals. This was accomplished in four 

steps: 

Step l) Semi-annual caseload component functions were estimated 

from the surrounding actual data by regressions on 6-month intervals. 

These functions were used to specify the general shapes of the 

distributed monthly data, to estimate seasonal monthly fluctuations 

around these general shapes, and to determine boundary constraints for 
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the calculated monthly data. 

Step £) For the three six-month gaps, coefficients for the 

corresponding semi-annual caseload functions were solved by a system 

of linear equations constrained so that caseload component functions 

were continuous and yielded semi-annual totals equal to the given 

semi-annual totals. 

Step 1> The coefficients of the semi-annual caseload component 

functions from the previous step were used to calculate monthly data 

for the gap. 

Step !> Monthly seasonal fluctuations, estimated from the 

regressions of Step 1, were added to the data from Step 3 to yield the 

final monthly data. 

This procedure was used to calculate monthly series for 

Applications Received, Applications Disposed, Applications Rejected, 

and Cases Closed. The caseload identities (see chapter 3) were then 

used to calculate the remaining caseload components. 

This procedure is presented in detail below for one component --

Applications Received. The identical procedure was used for 

Applications Disposed, Applications Rejected, and Cases Closed. 

Step l· Ordinary least squares regressions were performed on 

actual monthly data to estimate semi-annual Applications Received 

(APREC) functions for 1967 I, 1967 II, 1969 II, and 1970 I. The 

regressions for 1967 I and 1970 I contained a constant term and a 

linear trend (time=t). The regressions for 1967 II and 1969 II 

contained a constant, time (t), and time squared (t**2). In each 

regression, t took on values ranging from 1 for the first month of the 
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corresponding semi-annual period to 6 for the sixth month of the 

corresponding semi-annual period. 

Two sets of monthly deviations were calculated from the 

regression residuals for use in step 4: 

1) a set of six monthly deviations for the first half of a year, 

calculated by averaging the two residuals for each corresponding month 

from the 1967 I and 1970 I regressions. 

2) a set of six monthly deviations for the second half of a year, 

calculated by averaging the two residuals for each corresponding month 

from the 1967 II and 1969 II regressions. The fitted values of these 

regressions and the regression residuals are in columns 2 and 3 of 

Table All.l. The estimated functions appear as a solid line in Figure 

All.!. The actual data is the dotted line. 

Step .!_. The general form for each of the three semi-annual APREC 

functions covering the data gap was specified as follows: 

- for 1968 I 

- for 1968 II 

- for 1969 I 

In each case, t (for time) ranges from 1 for the first month in the 

corresponding period to 6 for the sixth month in the corresponding 

period. 

The coefficients of these APREC functions (a1 , b1 , ~· b2, c2, 
a3, and b3) were algebraically determined by imposing the following 

constraints, which can be divided into two categories -- boundary 



460 

Table All.l 

Actual and Calculated Applications Received Data for Florida 

(1) (2) (3) (4) 

Fitted (Regression) 
or Final Calculated 

~ Actual Calculated (Algebra) Deviations Column !21 + Column (3) 

l/67 2013 1941 72 
2/67 1886 1982 -96 
3/67 2056 2023 33 
4/67 2027 2064 -37 
5/67 2104 2106 -2 
6/67 2177 2147 30 
7/67 2616 2558 58 
8/67 2401 2538 -137 
9/67 2539 2424 115 

10/67 2108 2215 -107 
11/67 2038 1912 126 
12/67 1460 1515 -55 

1/68 1419 -72 1347 
2/68 1696 -40 1656 
3/68 1973 88 2061 
4/68 2250 40 2290 
5/68 2528 175 2703 
6/68 2805 -191 2?14 

Total 
l/68-6/68 12,671 0 12,671 

7/68 3140 50 3190 
8/68 3381 -165 3216 
9/68 3423 211 3636 

10/68 3265 -152 3113 
11/68 2907 74 2981 
12/68 2350 -20 2330 

Total 
7/68-12/68 18,466 0 18,466 

1/69 2088 -72 2016 
2/69 2268 -40 2228 
3/69 2449 88 2537 
4/69 2630 40 2670 
5/69 2812 175 2987 
6/69 2992 -191 2801 

Total 
1/69-6/69 15,239 0 15,239 

7/69 3396 3353 43 
8/69 3528 3722 -194 
9/69 4176 3864 312 

10/69 3580 3778 -198 
11/69 3487 3464 23 
12/69 2937 2923 14 
1/70 2634 2851 -217 
2/70 3046 3029 17 
3/70 3351 3207 144 
4/70 3501 3384 117 
5/70 3914 3562 352 
6/70 3327 3740 -413 
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conditions and additivity constraints.(*] 

Boundary conditions insure continuity in the data. 

(1) a1 + .5~ = 1280 

Equation (1) states that the APREC functions for 1967 II and 1968 

I must be equal at the point in time they have in conmon. This point 

in time is t = 6.5 for 1967 II and t = .5 for 1968 I. The number 

"1280" was determined from the coefficients of the 1967 II APREC 

regression equation evaluated at t = 6.5. 

Equation (2) states that the APREC functions for 1968 I and 1968 

II must be equal at the point in time they have in conmon. This point 

in time is t = 6.5 for 1968 I and t = .5 for 1968 II. 

(3) a2 + 6.Sbz + (b.5)2cz = a3 + .Sb3 

Equation (3) states that the APREC functions for 1968 II and 1969 

I must be equal at the point in time they have in conmon. This point 

in time is t = 6.5 for 1968 II and t = .5 for 1969 I. 

(4) a3 + o.Sb3 • 3083 

Equation (4) states that the APREC functions for 1969 I and 1969 

II must be equal at the point in time they have in common. This point 

[*] Figure All.l illustrates these conditions. 
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in time is t = 6.5 for 1969 I and t = .5 for 1969 II. The number 

"3083" was determined from the coefficients of the 1969 II APREC 

regression equation evaluated at t = .5. 

Additivity constraints insure that semi-annual totals of monthly 

calculated data add up to the given semi-annual totals. 

Equation (5) states that the monthly data for 1968 I must add up 

to the given semi-annual total for 1968 I of 12,671. 

6 2 4b6 t (a2 + b2t + c2t ) = 6a2 + 21b2 + Y1c2 = 1~. 
~1 

(6) 

Equation (6) states that the monthly data for 1968 II must add up 

to the given semi-annual total for 1968 II of 18,466. 

Equation (7) states that the monthly data for 1969 I must add up 

to the given semi-annual total for 1969 I of 15,239. 

Equations (1) through (7) form a system of seven linear equations 

in the seven unknown coefficients. These were then solved for the 

coefficients, a1 , b1, ••• , b3, to yield the semi-annual APREC 

functions for 1968 I, 1968 II, and 1969 I. These are displayed as a 

solid line in Figure All.! for January 1968 through June 1969. 

Step 1· The coefficients from the previous step were used to 

calculate monthly data for each of the three semi-annual gap periods. 

These are presented in column 2 of Table All.!. 

Step !· The monthly deviations calculated in Step 1 were then 
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added to the monthly data from Step 3 to yield the final monthly data 

series. The deviations are presented in Column 3 and the final data 

in Column 4 of Table All.l. Note that the additions of the monthly 

deviations do not change the semi-annual sums. This is because the 

residuals from the OLS regressions sum to zero. The final data for 

the calculated monthly values of APREC appear in Figure All.l as the 

dotted line from January 1968 through June 1969. 
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Chapter 12 

Summary of Results and Conclusions 

The objective of this research was to evaluate the impact of 

various quality control induced corrective actions on AFDC caseload 

and expenditure levels. To fulfill this objective, econometric 

analyses of corrective action policies were conducted in six AFDC 

jurisdictions. These jurisdictions represent a diverse set of 

caseload and expenditure growth patterns, as well as diverse economic, 

political, administrative, and social characteristics. 

A Brief Review of the Methodology 

The results presented in this report are based on a methodology 

that required a detailed knowledge of the AFDC programs in each of the 

jurisdictions studied. The research project thus began with 

interviews of AFDC administrators who have been intimately involved in 

quality control/corrective action activities in their AFDC programs. 

These interviews provided information about the characteristics and 

actual operation of the corrective actions implemented in each 

jurisdiction. During the site visits to each area, most of the data 

were collected for the econometric models used in this analysis. 
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After the site visits were completed, time series data on model 

variables were developed for each jurisdiction. These data included 

the caseload components of the system, the exogenous economic, 

demographic, and administrative data, and special proxy variables for 

all corrective actions. 

After the data collection phase was completed, caseload component 

equations were estimated using conventional OLS regression procedures. 

Tb evaluate the equation system, and specifically, the impact of 

corrective actions on caseload and expenditure levels, we relied on 

simulation techniques. This involved reassembling the caseload and 

expenditure components using the estimated parameters from each 

component equation. Then, by omitting corrective action related 

variables from the equation system (i.e., running counterfactual 

simulations), and observing the resulting differences in caseload and 

expenditure levels, we were able to isolate and thus evaluate the 

impact of each corrective action. Moreover, by estimating regression 

equations over a shorter time period (ending just prior to the period 

of corrective action emphasis) and comparing simulation estimates 

based on the resulting coefficients against our full period simulation 

results, we were able to estimate the effect of changing structural 

relationships on program size and cost. 

How well a caseload simulation "tracks" an actual historical 

caseload series is one critical indication of the overall strength of 

a model. Based on this test, we believe that five of the six models 

constructed to evaluate corrective actions performed extremely well. 

The Florida model, owing to the lack of high quality data and little 
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variance in the component equations, is the one exception. Because 

the other five models were so accurate in tracking the actual data, it 

was possible to generate counterfactual simulations of corrective 

action impacts with a high degree of confidence. 

Major Findings 

The major findings of the research are summarized in Tables 12.1 

and 12.2. These tables indicate the total impact of all corrective 

action variables (incorporated into each jurisdiction's caseload 

components model) on caseload and expenditure levels. 

In Table 12.1 we present, in order of increasing magnitude, the 

percentage reduction in each jurisdiction's caseload that can be 

attributed solely to corrective actions. In effect, these estimates 

represent the caseload reduction impact of corrective actions relative 

to our Present Structure Simulation estimate of caseload.[*] The 

numbers, therefore, indicate in percentage tenns how much higher the 

caseload level would have been had corrective actions not been 

undertaken. 

The results reported in Table 12.1 indicate that the caseload 

reduction impact of corrective actions was least powerful in Alameda 

County. While the initial impact of corrective action proved to be 

quite significant, the long-run effect on the caseload level was 

minor. By December 1974, corrective action (namely, monthly income 

[*] This percentage is the result of the following computation: 

[(PSS-No QC/CA) - (PSS)] I [(PSS)] 
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Table 12.1 

All Jurisdictions 

Percent Reduction in Cases Receiving Assistance 

Due to Corrective Actions 

At Final 
S:im.J.lation 

Jurisdiction at 12/74 at 12/76 Period7( 

Alameda Col.mty 8.6% 3.6% 1.0% 

San Diego Camty 10.1 8.6 7.2 

IDs Angeles Camty 8.9 6.0 15.0 

Upstate New York 10.0 14.9 16.0 

New York City 5.7 18.9 31.3 

Florida 35.6 46.7 52.5 

* The final s:im.J.lation period varies by jurisdiction because of 
data availability: Upstate New York and New York City (12/78), 
San Diego COLmty (6/79), IDs Angeles Col.mty (9/79), Alaneda 
County and Florida (12/79). 
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and eligibility reporting) can be credited with reducing the caseload 

by about 8.6 percent. At the end of the following 24 month period, 

however, the number of cases receiving assistance was only 3.6 percent 

lower than it would have been in the absence of all corrective action 

activity. By the end of the entire period of analysis (December 

1979), the caseload in Alameda was just one percent smaller than it 

would have been had corrective action not existed. 

The impact of corrective actions was more powerful in San Diego 

County. The net impact of these activities, however, also declined 

over time, as it did in Alameda County. As Table 12.1 suggests, the 

caseload impact in this jurisdiction was greatest during the initial 

part of the full simulation period: if no corrective actions had been 

undertaken in San Diego, the caseload would have been about 10 percent 

higher in December 1974. By December 1976, the effect of corrective 

action had fallen to 8.6 percent, and by June 1979, there were 7.6 

percent fewer cases receiving assistance than there would have been 

had corrective action not existed. As in the case of Alameda, the 

overall caseload reduction was primarily accomplished through 

increased case closing activity resulting from monthly income and 

eligibility reporting. 

The Los Angeles AFDC-FG caseload was affected more significantly 

by corrective action activities. This is not surprising given the 

zeal and persistence with which the Los Angeles welfare administration 

has pursued quality control and corrective action. Had no corrective 

actions been implemented in Los Angeles County between 1972 and 1974, 

the December 1974 caseload would have been almost nine percent higher 
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than our Present Structure model indicated. As in Alameda and San 

Diego, the impact of corrective action declined over the following two 

year period; by December 1976 corrective actions were responsible for 

producing a caseload some six percent lower than it would have been 

otherwise. However, in contrast to the other two California counties, 

the caseload reduction impact grew significantly over the remainder of 

the simulation period (January 1977- September 1979). Had no 

corrective actions been initiated at all, the September 1979 AFDC-FG 

caseload would have been 15 percent greater than the Present Structure 

model indicated. Of the total reduction in caseload of more than 

25,000 cases, policies aimed at maintaining tighter acceptance 

standards were responsible for over 73 percent. The elimination of 

home calls and the reversion from group intakes to individual intake 

interviews were the two key policies in this effort. 

Unlike the results for the California counties, corrective 

actions had a consistently greater impact on the Upstate New York 

AFDC-Basic caseload over time. Had no corrective actions been 

implemented in this jurisdiction, the December 1974 caseload would 

have been about 10 percent higher than our best model indicated. By 

December 1976, the caseload reduction impact of corrective actions had 

grown to nearly 15 percent, and by December 1978 corrective actions 

had reduced the potential caseload by 16 percent of the Present 

Structure estimate. Most of the caseload reduction (72 percent) was 

the result of tightened application procedures that were implemented 

in 1973, and remain operational today. 

The results of our research in New York City provide perhaps the 
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most interesting tale. Among the five acceptable models estimated, 

corrective actions appear to have had by far the most significant 

impact on the New York City caseload. The City's fiscal crisis of 

1974-1975 clearly played an important role in coercing the welfare 

administration to reduce both the caseload and AFDC expenditures. 

Forced to cope with a severe fiscal crisis during the period, New York 

City utilized a wide range of corrective actions to remove ineligible 

recipients from the rolls and to preclude ineligibles and most likely 

some marginally eligible recipients from gaining access to AFDC. 

Table 12.1 indicates that during the initial 18 month period of 

simulation in New York City {July 1973 to December 1974), the effect 

of corrective actions on caseload reduction was modest. Only 5.7 

percent fewer cases were receiving assistance in December 1974 as a 

result of the corrective action variables appearing in the Present 

Structure equation system. Over the following two year period, 

however, a period that perfectly coincided with the City's severe 

fiscal difficulties, corrective actions were responsible for a much 

greater reduction in caseload. Had corrective actions not been 

undertaken in New York City during 1975 and 1976, there would have 

been nearly 19 percent more cases receiving aid than our best estimate 

of caseload indicates. Again, it appears that as a result of the 

City's fiscal "crunch" and its immediate need to reduce budget 

outlays, the welfare administration made a serious commitment to 

reducing expenditures via the elimination of potential caseload growth 

as well as the removal of active cases from the rolls. 

By the end of the final simulation period in New York City, 
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caseload by nearly one-third. In the absence of New York City's 
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corrective action program, we estimate that there would have been over 

31 percent more cases receiving assistance than the December 1978 -

Present Structure estimate of caseload indicates. 

Finally, Table 12.1 indicates that corrective actions had the 

greatest impact on the caseload level in the State of Florida. Again, 

however, we urge the reader to recall an earlier caveat with respect 

to the Florida model. The data used in this model were of much lower 

quality than the remaining five models. We therefore urge great 

caution in the interpretation of these results. We have, in 

particular, very little confidence in the December 1979, fifty percent 

caseload impact estimate that appears in Table 12.1. 

Key Corrective Action Policies 

Jurisdiction 

Alaneda County 

San Diego County 

Los Angeles County 

Upstate New York 

New Yorll City 

florida 

Corrective Actions 

Initial inplementation of 
m:mthly reporting 

Initial inplenentation and 
ongoing application of 
mmthly reporting 

Reversion fran group intakes 
to individual intake inter-
views 

Elimination of home calls 
Monthly reporting 

Tightened applicaticn and 
verification procedures 

Recertification policies 

General and persistent ap-
plications policy and case 
"cleansing" activity through 
recertification 

Additional requirements to 
verify recipient eligi-
bility 
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With .the exception of Alameda County (and excluding Florida), all 

of these results indicate a substantial long-run impact of corrective 

actions on AFDC caseload levels. It is also clear, however, that the 

caseload reductions were accomplished by quite different means in each 

jurisdiction. The greatest impact -- that recorded for New York City 

-- suggests that local fiscal constraints provide by far the strongest 

incentive for corrective action enforcement. Nonetheless, even in the 

absence of fiscal crisis, attention to quality control -- whether 

through monthly reporting or expanded verification policies -- can 

have a highly significant impact on caseload levels. 

Expenditures 

Program expenditures are also important indicators of the 

effectiveness of quality control and corrective action. Table 12.2 

presents the percentage reduction in AFDC benefit expenditures 

attributable solely to corrective actions. These figures represent 

the cumulative expenditure reduction impact of corrective actions as a 

percentage of our best estimate of actual expenditures (excluding the 

additional cost of corrective action implementation). They therefore 

indicate in percentage terms how much more cumulative expenditures 

would have been had corrective actions not been undertaken. 

As we have stressed throughout this report, the methodology 

utilized in the preparation of expenditure estimates involved a 

crucial assumption: each case terminated from or never allowed to 

participate in AFDC by reason of corrective action was assumed to have 

received the monthly average expenditure for all cases. Therefore, 
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Table 12.2 

All Jurisdictions 

Percent Reduction in Currulative Expenditures 

Due to Corrective Actions 

By Final 
S:imulation 

Jurisdiction by 12/74 by 12/76 Period* 

Alaneda County 5.1% 5.4% 3.6% 

Los Angeles County 3.2 4.9 7.1 

San Diego County 4.0 7.5 7.5 

Upstate New York 7.3 9.4 12.3 

New York City 3.4 8.6 14.7 

Florida 13.8 25.6 36.6 

* The final sinulation period varies by jurisdiction because of 
, data availability: Upstate New York and New York City (12/78) , 

San Diego County (6/79) , Los Angeles County (9 /79) , Alameda 
County and Florida (12/79). 



the expenditure numbers summarized here are very likely to be 

overestimates of corrective action induced savings. 
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Table 12.2 indicates that the impact of corrective action on 

expenditures in Alameda County was greatest in the initial period of 

the analysis. OVer the 30 month period ending in December 1974, 

corrective action (specifically the monthly income and eligibility 

reporting system) was responsible for a 5.1 percent reduction in 

cumulative expenditures. OVer the longer simulation period ending in 

December 1976, this system of monthly recertification can be credited 

with reducing total potential expenditures by 5.4 percent of the 

Present Structure estimate. After 1976, however, the corrective 

action impact on expenditures fell gradually, as the initial impact of 

the monthly reporting system faded. OVer the entire 90 month 

simulation period corrective action reduced total expenditures by 3.6 

percent of our best estimate of actual expenditures. 

In Los Angeles County, corrective actions were also responsible 

for a significant reduction in AFDC-FG expenditures. Total 

expenditures for the period January 1972 to December 1974 were 3.2 

percent less than they would have been in the absence of the 

corrective actions unde~taken during that initial period. By December 

1976 the expenditure reduction impact had grown to nearly 5 percent of 

our best estimate, and by September 1979, corrective action can be 

credited with a 7.1 percent reduction in cumulative expenditures for 

the entire 93 month simulation period. 

Expenditure savings in San Diego County were similar to those in 

Los Angeles. In the absence of all corrective actions there, total 
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expenditures would have been about 4 percent greater for the period 

July 1972 to December 1974. Over the longer 54 month simulation period 

ending in December 1976, we estimate that corrective actions were 

responsible for reducing potential expenditures by about 7.5 percent. 

The expenditure reduction impact remained stable over the remainder of 

the simulation period, so that over the full period of analysis 

corrective action reduced total cumulative expenditures by 7.5 

percent. 

In Upstate New York, cumulative expenditures for AFDC-Basic would 

have been 7.3 percent greater by December 1974 than the Present 

Structure estimate if corrective actions had not been undertaken. 

Similar to our results with respect to caseload, corrective actions 

were responsible for an even greater reduction in total expenditures 

by the end of 1976. Had these activities not existed, expenditures 

would have been 9.4 percent greater. Finally, by December 1978, 

corrective actions were responsible for an expenditure reduction of 

12.3 percent of our best estimate of cumulative actual expenditures. 

Not surprisingly, our results indicate that, with the exception 

of Florida, corrective action had the most significant expenditure 

impact in New York City. As we suggested earlier in this chapter, the 

City's fiscal crisis during 1974 and 1975 ostensibly played a key role 

in the welfare administration's success in reducing both caseload and 

expenditure levels. Under severe pressure to reduce its budgetary 

outlays in all departments, New York City implemented a Whole range of 

corrective actions to remove ineligibles from the welfare rolls and to 

limit new additions to the caseload. 
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Table 12.2 indicates that over the first 18 months of the full 

simulation period, the impact of corrective actions on expenditures 

was modest, as it was on caseload. Total expenditures for the period 

were only 3.4 percent less than they would have been had corrective 

actions not been undertaken at all. OVer the following two year 

period, one which saw the City's fiscal crisis raise significant 

questions as to whether the City could maintain many of its essential 

services, corrective action had a much greater impact on expenditures. 

Over the 42 month period ending in December 1976, corrective actions 

were responsible for reducing total AFDC-Basic expenditures by 8.6 

percent of the Present Structure estimate. Again, we suggest that the 

budgetary restraint mandated by the fiscal crisis forced the welfare 

administration to immediately reduce its benefit costs through the 

elimination of potential caseload growth and the removal of active 

cases from the welfare rolls. By the end of the entire simulation 

period in the City, corrective actions were responsible for reducing 

potential expenditures by nearly 15 percent. That is to say, total 

expenditures for the entire period would have been 15 percent more 

than our best estimate of expenditures had corrective actions not 

existed. 

oased on the research presented here it is fair to conclude that 

corrective actions have had highly variable impacts on AFDC caseload 

and expenditure levels. Exclusive of the Florida results, the impact 

of corrective action on caseload levels ranged from a mere one percent 

to over 31 percent, with Alameda representing the low end and New York 

City the high end of the distribution. With respect to expenditures, 
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we found that the variability is not as pronounced. Again, Alameda 

County represented the low end of the distribution with corrective 

actions responsible for a 3.6 percent reduction in expenditures over a 

90 month period. In New York City the impact of corrective action on 

expenditures was nearly 15 percent, again representing the greatest 

impact of any of the jurisdictions (exclusive of Florida). 

With respect to the effectiveness of specific corrective action 

policies, we found that the implementation and ongoing application of 

tighter acceptance standards has been extremely effective in reducing 

potential caseload and expenditure growth. By raising the measured 

rejection rate, these policies significantly reduce the number of 

openings that may occur in an AFOC program. As we have shown, the 

welfare administrations in Upstate New York and Los Angeles County 

have reduced their caseloads_by 16 and 15 percent, respectively, in 

large part as a direct result of these policies. 

A second type of corrective action policy that we found to be 

effective is the monthly income and eligibility reporting system 

utilized in the State of California. Although this system of monthly 

recertification often results in increased caseload turnover (i.e., 

increased opening/closing cycling), its long-run net impact has been 

shown to be substantial, at least in Los Angeles County. In San 

Diego, and especially Alameda, its impact was more of a short-run 

(start-up) nature. By raising the measured closing rate, this system 

acts to increase the number of active case closings. Many of the 

cases that are administratively closed, however, return to the welfare 

office within one or two months to reapply for assistance. 
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'. 
i Finally, entire caseload recertification, as well as more 

frequent and thorough individual case recertifications were 

significant contributors to caseload reduction, especially in New York 

City. These programs, as the New York City welfare administration 

freely admits, also have an "unavoidable churning effect" on the 

caseload. As in the case of monthly reporting, many of the recipients 

that have their cases administratively closed by reason of 

recertification return in subsequent months to reapply for assistance. 

While we have looked at only six jurisdictions, these results 

suggest that the national commitment to effective quality control 

begun by Health, Education, and Welfare nearly two decades ago, has 

had a significant impact on caseload and expenditure levels over the 

past seven years. There is no reason to believe that quality control 

programs will not only continue, but will increase in importance in a 

new decade of government austerity. It is clear, however, that 

families in need will best be served by programs which have a 

consistent definition of need and a uniform process for evaluating 

eligibility. 
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Table A-1 
Upstate New York AFDC-Basic: Short Period Applications Equation 

484 

(1st Stage) 

EQN NO. 1 165 OBSERVATIONS 
Of.P VAR( st: AP~EC 
lNOF.PENDENT VARCSt: 1~ 
VISt IN XPX• 71 M= 71 
OETERHINANT= 0.8145476E-09 

tNDEP.VAR. 

81 

R EC:OR. COEFF. 

-o. 536381E+01 
o.unzze+o1 
0.457488£+00 
0.236920E+OO 

-o. 4882 7lE+01 

4-> 168t 

STp.ERR. 

o. 881064£+00 
0.405807E+OO 
0.123111E+OO 
o. 392717£-01 
o. 794717E+OO 

T-RAT 10 MEAI'f 

0.493644E+01 

o. 608787E+01 0.100000E+01 
0.389156E+01 0.122598E+01 
0.369803£+01 0.577332E+OO 
0. 6032 85E+ 01 0.566667E+01 
0.614396E+01 0.4907 27£-02 . 

I U 
I 231 
I 2't I 
I 551 
I 531 
( . 541 
I 40 I 

tuNS 
BIZ 
8/ZD 
U1'4RTE 
DXHT 
OXAG 
UR•ADC 
WI>A 'f S 
fSOHY 
SIHPL4 
SPSER2 
USTRTZ 
71710 
10/710 
DECDUH 
FHF 

-0.782829E+OO 0. 16 2060E +00 0.483050£+01 -0.385158£-02 . 

' 52 J 
' 4 71 
( 33J 
( 37t 
' 391 
I 601 
C 6U 
I 451 
I 25t 

-0.195340E+OO 
0.625739£-01 
0.257243E+01 
0.174930E+01 
0.7tt~792E+OO 
o. 904391£+00 

-0.485740E+01 
-0.187548E+01 

o. 813503E+OO 
0. 52l068E-01 

0. 225442E- 01 
o. 2834 50E- 01 
0.190418£+00 
0.296331£+00 
0.219315E+OO 
0. 2941 08E+00 
o. 557000£+00 
0.493~92£+00 
O.l57792E+00 
o. te97925E-02 

o. 866478£+01 o. 553939£+00 
0.220758E+01 0.209515£+02 
O.l35094E+02 0.545455£-01 
0.590319E+01 0.242424E-Ol 
0.340511E+01 o.3U636E-01 
0.307503£+01 0.181818E-01 
Q.872064E+Ol Oo606060E-OZ 
o. 379890E+.01 0.606060E-OZ 
0.515553E+01 0. 848485£-01 
0.104648£+02 0.102118E+03 

RSQBAR= 0.9441 RSIJ• 0.9492 SEE= 0.4564540£+00 SEEBAAa 0.4803368E+OO 

TSS= 0.6769977F.+03 RSS• 0.3437780£+02 FSTATI 15t 1491• 0.1856826£+03 

MbAR= -0.7205 OW STAT: 1.6029 RHO: 0.20988231 

Rho-corrected 

EQN NO. 1 164 UB.SERVATIONS 
DEP VARC 8HJ: APREC 
INDEPENDENT VARISJ: 16 
VCSt IN XPX• 88 M= 71 
oEreaMJNANT= o.2310026E-oa 
RHO• Oo2098~23E+OO 
YC 1o81= o.oooooooe+oo 

11'4DEP.VAR. REC:OR.COEFF. 

88J 

I 12 J C.ONS -0.573359E+01 
I 73J 'Oil 0.156356E+01 
I .HJ B/ZD 0.452795E+OO 
I 751 UNRTE o.z45181E+OO 

5-> 1681 

STD. ERR. 

o. 899649E .. OO 
0.479~09E+OO 
o.l'tanse+ oo 
O.lt~t5666E-01 
O. 791121E+OO . 

T-RATlO . 

O. 637314E+01 
o.J2o075E+Ol 
o. J04145E+Ol 
0.550141tE+01 
o. 561440E+Ol 

MEAN 

0.392402E+01 

O. 790118E+OO 
o. Cii69957E+OO 
0.460583£+00 
Oe446915E+01 
0.360633E-02 ( 76 J OXHT -O.It44167E+01 

( 77J O.(AG -0.675433Et-OO Oel61t407E .. .OO o. 4l08lOE+01 -0.521518E-02 
I 781 URUOC -0.198239£+00 o. 2801t49E-01 0.706863E+D1 0.398212E+OO · 
I 79t WDAYS 0.76l240E-Ol 0. 2502 83E- 01 0.301tlSlE+01 o.165539E+02 

• 80J fSDMY o. 2446 73 E+ 01 O.ZZ157lE+OO O.ll0425E+02 0.433601E-Ol 

• au SIMPL't O.l60730E+Ol o. 315756E+00 0.50'1103ZE+Ol o.l9271ZE-Ol 
( 8Zt SPSER2 o. 738268E+00 0.253223E+00 0.29151t8E .. Ol 0.289067E-01 

• 83t U~TRT2 O. 7b8l 78E+OO o. 3268lltE+OO o. 235050E+01 0.1445J4E-01 

' 81t J 71110 -0.417806E+Ol O.lt94332E+OO Q.966567E+01 0.481779E-02 
( 851 10/710 -0.200042E+Ol o.472627E+OO 0.423Z56E+01 o.4&1779E-oz 
c 8CJJ DEC DUM O. 6 7 87 82 E+OO 0.159875E+OO O.lt24570E+Ol o. 687288E-01 
( 871 FHF o. 529137E-01 o. 594760E-02 0.889661tE+01 o.a09078E+02 

RSOl8AR• 0.9190 RSQa 0.9265 SEE• 0.4451441tE+OO SEE8AR• 0.~685888£+00 

TSS• 0.4418729E+03 RSS• 0.3249717E+02 FSTAT C 15, 1481• O.l21t29l1E+03 

MBAR• -0.6640 ow sura 1.9041 RHO: 0.05798247 
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Table A-2 
Upstate New York AFDC-Basic: Short Period Processing Rate (Basic Segment) 

(1st Stage) 

f:~N N.:J. 1 150 UtiSE.<VAT101'4S 
OEP VAkl ~~: iJKUKR 
lNOEP~~JENT VAkl~): ~ 
VIS) iN XPX= 67 M= 67 
OETEKMJNANT= O.o211:11101E-O't 

I NUEP. VAR. 

u 
J2) 
36) 
Ht 
Slt 

I..UNS 
S lMPL 7 
WRKLUi.l 
ADA1X 
.. uA rs 

U. ~ l:l't ItO 9t:-U 1 
0 .27~ 70dl +00 

-0 .16't 703E-O 1 
o.H04ht-Ol 
0.9d11HZE-02 

0 • 170't R Sl.l = o. 7165 

19-> 16&1 

SIU.EkR. 

0 .o't>'tO'tE-0 1 
O.l.lltl79t:-Ol 
0.4 7162 71:-02 
O.J6>~llE-OJ 
0.2Bo29'ic-Dl 

TSS• 0.1o2o0J4E+01 RSS• 0.3oJlb~9E+OO 

1-K.ATJU 

0 .4't06odE +00 
0.20517,jf+02 
0. 34il22lft-O 1 
0.101230E+OZ 
0 .J42'i54E+IU. 

0.06 71 Ow STAT: O.'th!:l ktiO: O. 7641 hl1 

Rho-corrected 

E~N NO. 1 14~ OBSE~VATIUNS 
DEP VARC 73): t'KUI(R 
JNOEPI::.~OENl VAKC St: 5 
VI S t IN XP X= 13 M = 67 
01:: Tl:: RHINA~T= 0 .3215891E-02 
RHO= 0.7b41792t:+OO · 
ra 1681= o.ooooooot:+oo 

7 .3) 

c 68) 
' IJ 91 
' 701 
l 711 
' 72t 

CU.'4S 
SJMPL1 
wi<KLOO 
AOAJX 
IIIIJA YS 

0.1:15l975E-01 
o .2 55 771E +OCI 

-0.1225671:-01 
0. J497't 8f-Ol 
0.76~ZS;E-Dl 

zo-> lotH 

S TO .1:1\R. 

0. 753022E:-01 
0 .325570E-01 
0 .JOO J!id~-02 
0.9953651:-0J 
0. 1.311461::-0l 

T-RAT!U 

O.ll3406E+01 
o.7s5o£8E +Ol 
0.40a070E+Ul 
O.l51377t:+01 
0. 5dl!i15E +01 

0 .lOOUOOf +01 
0 .llOOOOE +00 
O.l-.611ZE+OO • 
0. o)OO!iUE +0 2 
0 .ZU95HE+02 

0.12llo4E+OU 

0. 2358£ lf +01) 
0.4548 Bt:-01 
O.J.'t60«jlf+OO 
0 ol!>41to.!E+O.l 
O.'t'ol41d1E+01 

RSOBAR= 0.3912 RS~= o. 4011 SEE"' O. 3172840E-01 SEE6AR• 0 • .32Z71t~ltE:-Ol 

TSSa o.Z532ll7E+OO KSS= O.l4~9970E+OO ~STAT( 4, 14-.t= 0.2477o,'olt+Ol 

0.10 56 i.lll STAT: 1.<~lll 



486 

Table A-3 
Upstate New York AFDC-Basic: Short Period Processing Rate (UP Segment) 

(1st Stage) 

EI.IN NO. 1 60 U~SE.RVATIUNS ( 109-) 1o8J 
DtP VARI 1U: PKLiRU 
INUEPENJENT VARl~J: 5 
V( SJ IN XPXz u 1 M= o7 
DE IE RMINAN T= 0.75J1523E-03 

l NOEP.VAR. 

111 

' lJ ' 28J 
' 31t) 
' 35J 
l 5 5J 

tUNS 
C..U/ C.R 
WNT*RT 
Wki\FR2 
UNRTE 

REC.R.COEFF. 

o. llt7296E.-01 
0 .l28225E+OO 
O. 9783.39E-03 

-0.749210E-01 
0.680888E-Ol 

STD.EkK. 

0 .UitltUE-01 
0 .1522l3E +00 
0.15201/E-OJ 
0.1099i:l5t:-01 
0 •. H5)99E-Ol 

T-RA TID 

0.555 '178E+01 
O.l't99l8E+Ol 
0.61tH71E+Ol 
o .o8l190E+O 1 
Q.21>71t5E+Ol 

MlAN 

o. 91t9 So bE -o 1 

0.100000E+Ol 
O. CJ39oUOE-O 1 
0. 7083Ht +0 1 
0 .500000Ef00 
0.5.3l>HE+01 

RSiol8AR• O. 8491t R~= o. 85 90 SEE• O.l8756ZSE-Ol SEE8AK= O.l9590l7E.-Ol 

TSS• 0.15039071:+00 RSS= 0.2110782E-01 

Ow STAT: 1.1317 

FSTATl Itt 55J• 0.8421709E.+02 

MB AR• -0. oll9 RHO: 0.41tJ94l8) 

Rho-corrected 

f~N NU. 1 >~ O~SE~VAll~NS l 110-> l6d' 
UEI' VAk( 7.H: PKIJKJ 
lNUEPENOENT VAIUSI: :i 
Ill Sl IN XPX= 73 1'4= ol 
Dtlt:k.>tiNANT= U.l10&)ti2E-Ol 
kHOW O.lt~l~~ldE+OO 
Vl lo8)= O.OODOOOOE+OO 

I NO EP. V AK • Kt\OR .t:OI:ff. s ru. f:f(R. T-RATlO MEAN 

73) 0 .!)Odll. !)f-lll 

68) C.uNS o.72tdt.7E-01 0 .Ui:l.lS'iE:-0 L 0. J8,~J.sE .. o .1. 0 • 55oU> lE +00 
69J CIJ/tll. 0 .1 tl 1 58 7E +00 O.USolOE+OO 0.101065£: .. 01 o.J4~Jlot=-ol 

' 70) WNT*K T D.o.HlJ71E-Ol 0.1 )l'il:I4E-OJ o.~1l>llt:+IJ1 O.l()dl'17E:+lil 
( 7U WKKfKl -o. 76.H'I2E-Ol 0 .12U90E-01 0 .5 '17 2l1 t+O 1 0 .l'10lo5E ..UO 

' 7ZJ UNkTE O.tH9:H7E-02 o .loo9o2E:-Ol O.Zd270E+01 O.l'IH JOt .. o 1 

R~"'BAR= Oobtl60 RS"'= o. 1071 SEE• u.lbl>tll&E-01 SEEBAR= o .lo'194J.lE-O 1 

TSS= 0.7335lo4E-01 

~AK= -o. J'IOO RHU: U.looo411~ 
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Table A-4 
Upstate New York AFDC-Basic: Short Period Rejection Rate (1st Stage) 

E 1o1 N NJ • 1 l od u ijS ~ R II A Tlu.~ S 
Ot:P VARI 10): K..:JKT 
l•~IJEPlNiJENT \lAtH SJ: 10 
VISJ IN XPX= 67 ~= 67 
OtiERMlNANl= 0.~2~~179E-05 

1 OJ 

' u 
' 261 
' l7t 
' 57) 
' ~jJ 
& 4tU 
I JtU 
' It'll 
' ltltt 
' 511 

c.u.~:; 

C/t--1 
2(./ f-1 
uL.T•rt. T 
APT1T1 
REJHCL 
U!>JkT 1 
1/131) 
APJI T 3 
AOAlX 

0. )0521t 7t. +00 
-o.1l~OJ9l:.+01 

o.uzos2E+01 
O.lt2d8~0t-02 
0.10:H':II7E+00 
o.22J860l-01 

-o.lO~Ito5t+OO 
U .11tl9~2E +00 
0. dO> 901tE-01 
0 .11~ji!f-01t 

T~s· o.35oolto7E+OO 

Md AR= -0 • 40 91t 

1-> 16bt 

0.2~190 IE-Ot 
0 .1 >lt42 'il:. +OU 
0 .l't9J90E +00 
0.61o08JE-OJ 
0.912'110E-02 
0. 3ttdJbdE-OL 
0.1 '10 91 of-01 
o. 20 CJ'+b >t:. -o 1 
0 .l't2.UOc-o1 
0.1':112830f:-OJ 

1-RAHIJ 

o .20JaO>E+02 
O.d0'1ui;OE+ll1 
O. 75026JE+01 
0 .oJit.H 5E til 1 
o. U>2HE+02 
o.oltl!t'i7t+01 
0.547llc;E+01 
o.o'J710>E+Ol 
o.~6o221E+01 
0.'1104015f:-01 

H£AN 

0 .2l't>08E+00 

0.100000E+Ol 
O.~t!:IJ'>lllt.+OO · 
O.Z,od~6t+OO 
~ .Sl'JitOSE-(1 1 
0. J!J 7 L't-'l:-0 1 
0 • 250U00t+OO 
0 .59!:12Jdt:-o2 
O.!:l9>23bE-ll2 
0. U 901ttit-O l 
o.oUo22t:+02 

SEE= 0.1dO'Iti90E-Ol SEfdAK= ~.1do62d/E-01 

fSTATI 9, 15dt= 0.9o217,dt:+02 

Rho-corrected 

fi.IN NU. 1 167 ObSERVATIONS 
OEP VAR( 78): K~JRl 
li~Ot:PENIJENT \/At(( Sl: 10 
VIS) IN XPX: 78 M= 67 
OETEkl'llNANT= 0.4692556~05 
RttU= 0.2106258E+OO 
Yl 169 J= 0 .OOOOOOOE+OO 

JNUEP.VAR. RE l.iK .c.ue ff. S TO.EkR. 1-RAT hJ MEAN 

781 0 .169JoJE +00 

' 68) tu~s 0.500 908E +00 0 .3018t»9E-O 1 0.1o>9JoE+02 0.7d93lltt+OO 

' 6 ':Ill (./f-1 -0.121595E+01 0 .1 HIHtl 5E +00 0 obltlt.h~E +0 1 O.h9llll:.+OO 

' 70) 2C:./f- 1 0.10o61t 7E+Ol 0.162 1501:+00 0.51Jlt5UE+Ol O.ld!JllbE+OO 
( 711 OLT*RT 0 .JSlt 5.HE-Ol o.703>1Dt-oJ 0. !:IOJ9 50E +0 1 o.1Dll9lt:-oz 
( 1 ZJ APT lT 1 o.105bl1E +oo O.l051J08E-Ol 0.998136E +01 0.2836071:-01 
( 1.)) RtJHCL 0.2U8b7E-01 O.J1l>JOE-Ol 0. 5 /it09lt: +0 1 O.l985l5E+OO 

' 14) USTRTl -o .106 IJJ 5E +Oo 0 .11J02611:-0 1 0.593UOE+01 o.tt1/i!i)f9E-oz 

' 751 1/1 jU 1).151911E +00 0 .19oJHE-Ol 0.80~3lbE+Ol O.itllbl':IIE-Ol 

' 76) APT 11 J o. lbJit57E-0! 0 .15J IJSt:-01 0 olt9b605i: +0 1 o.1011~11t:-o1 

' 711 AOAU -G .Z~S195E-04 0 .ZJ11592E-OJ 0 .l21t9dlt+OO 0 .lt84t -11t9l:. +Ol 

RSI.IdAR= 0.1981 j()U= 0.11097 ~EE• O.l7bJ979t-01 SEE8AR• 0.181'12~0E-01 

TS Sa 0.2 7J005JI:+OO H.SS= O. 5l1J640~E:-Ol t'SlATI 'it 1571= o. 7'tl0JIJ6f:+02 

MiSAR• -o. s739 Ow STAT: 1.9152 RHU: o.o~eb09itit9 
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Table A-5 
Upstate New York AFDC-Basic: Short Period Closing Rate (1st Stage) 

EwN NUo 2 1bcs UbSEKifATlUN~ 
l)tP VARl 1o): 'LI..KT 
INOEPENUENT VAK(~): 11 
VlS) lN XPX= b7 ~= 67 
DtTER~lNANT= O.l~52d30t-04 

I NIJEP.VAR. kt~.C.OEff. 

1 ol 

' u C.uNS o.L2~1~ot:-01 

' 241 8/LO -o .H'ol 'iHt-02 

' 421 c.LStiCL O.l0181t7E-01 

' Ito I W lN TE k -o. ~eDZ ~odE -02 

' HI AJAlX -o .u~O.HE-O.i 

' 521 IIIOAVS o.aa~tJlE-02 

' 501 5/660 -o.2o~45oE-01 

' o21 4/63-4 0. 37~ IU dE -01 

' 3tU uSTRT 1 0 .It~ 952E-01 

' .601 7/710 -o. 2 22~~4£-o 1 

' 481 RI:C.l\Tl 0 .l43oodE-Ol 

RSI.ItiAR= o.5o5J KS~= o. 5"i13 

STU.tKk. T-RATlu 

0 .10; lHI::-01 O.l1745oE+01 
o .LO'll4l oE-02 0.32b91t5E+01 
o.2assac.e-o2 0 .177 2 3 ot:+O 1 
0 olb.i511E-02 0 .2tt26 7lt:+01 
0 olt2412.21:-0it O.l7o.!•ht+U1 
o.~eoa281E-03 0.4o7828E+01 
0. b 7dltl'iiE-02 0.305 o5 ~E +U 1 
o.olHo 7E-02 O.oOH97E+01 
0.909708E-02 0.513299E+01 
0. tJ 7tsd5 JE-02 0.2SZ'id2E+01 
0 .41l54oE-Ol 0 •. Hdllt 7E +01 

~ffa 0.840l212E-02 SEEd AKa 

ns= o.2'l02o40E-Ol KSS= 0.1106~151::-01 FSTAH .1.0, 151)& 

MHM= -0.191o ll1t STAT: 1.o)3a IKHIJ: o.ua10111 

Rho-corrected 

E~N N~. 2 lo7 OUSEKVATIUNS 
DLP VARI HI: t.t.JR T 
INUEPE~DENT VAKlSI: 11 
VlSI IN XPX= 79 M= o7 
UETEfdUNAN T= 0 .l51t57'lOE-03 
RHO= 0.17810 77(:+00 
Yl 1 oBI= 0 .OOOOOOOE+OO 

lNiJEP.~AR. 

791 

' 68) C.UNS D.l19240E-01 

' o91 BILD -O.J610951:-02 

' 70) C.LSHC. L o. 94l~J4t:-oz 

' 111 WINTEI( -D .4._t.1t2ZE-02 

' 7 2) AOAlX -0.11959.31:-03 

' 731 !Jii}A 1 S 0 .4! 327!141::-02 

' 74) ,/bQO -u.uoone-01 

' 7 51 lt/63-lt 0.S32179E-OL 
c 761 UH~l! 0 .; lSoSlt:-01 

' 7U 1/710 -o .21810 7E-01 

' , 8l H.E~RJ 2 0. 130l8CJE: -01 

2-> l6bl 

STU.EKR. l-RATIO 

0.9d21o8f-02 0 • 1 2140 ltE +0 1 
0 .12iltsHE-U2 0.2855ts7E+OJ. 
0.2~d050E-02 0 • H 7 a 7 tsE +0 l 
o.llltoloE:-02 0 .28440~E:+OJ. 
0. 512444t-04 0.2JJJ 78E+01 
Oo4ltl UlE-OJ 0.52645'1E+Ol 
o .~:~~t7u07E-oz 0.365826t+01 
Oob0o49lt:-02 0. 51tdo'l4t: +0 1 
0 .874JHE:-Oi! ~.59Jl9oE:+01 

0 .tJ48 JB.ZE-0.2 0 .2.5 70 85E +01 
0 .461175t:-OZ 0 .Zl~b 74E +0 1 

Mi:AI~ 

0. ~l't~!.l7t-01 

0 .1000001:+0l 
0.5o702JE+OO 
0.71't2bE-01 
0 .i:JOOOOE+OO 
u .ollo.::lt.+UZ 
o .2094o4E +02 
0 .5'J5,WSE~l 
0. 11 'JOittsE-0 1 
0. 59S238f:-O 2 
0 .5!115lJSE -o 2 
o.z~7o19t:-tH 

O.cs692o08E-02 

0 .227142'11:+02 

~fAN 

0 .lt2J b9E-O 1 

0.82l892E+OO 
0 .470J.'10t+OO 
0 • 590 ~~~lE-O 1 
0.20U84!t+OO 
0 o504d59t:+Ol 
0 .112ll'tE+0 l 
0 .lt9.Z h 1E-02 
0 .9dlt_.02E-Ol 
0.4j21HE-Oi 
O.o!t'llUlE-02 
o.24o01oE-Ol 

RSwBAR= o. 544'7 RSI.I== o .. 5723 SEE= 0.82672'i7E-02 SEEBAK• O. 855ld08E-D2 

TS S= 0 olbb ISO '15E-O l kSS= O.l14lltl5E-01 t-SlAH 10, 1!>6)• 0 .2087J 70E+ 02 

l'luAK== -0.1540 Ow STAT: 1.9352 RHi.J: o.Ol6d4Zito 
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Table A-6 
New York City AFDC-Basic: Short Period Applications Equation (1st Stage) 

E~N NO. 1 lbi:J OliSEIWATIUNS 
DEP VARI 8J: APREC 
INOEPtNUENI VAR(SJ: 12 
VISI IN X~X= 95 M• 95 
DHEKI'tJNANl= O.lt028o11 E-07 

!NUEP.VAR. REGR.COEff. 

IU 

' lt CuNS -o.57o232E+01 

' It 5 J wllA YS 0.194l2:it£:+00 

' 2 ,, OfHf 0.1006 79E +0 1 
( l21 8/LM•l 0.835325E+OO 

' 2 ,jJ ACRT-.3 O.l50941E +01 

' l'tJ PRuOf -0 .ItO.) 597E +00 

' ititJ AOA I X o.s7o103E-01 

' 391 S-ANT S -o .lltito81E +01 

' JoJ CHP992 O. 215859E+01 
(· 311 OwNRf O. 23l490E +00 

' lt71 OXtiT -0. 5131Hf+Ol 
' 521 1U120 -0.170 743t: +01 

RSI.lBAR= o. 8095 RSIJ• o. 8220 

1-> 1o1U 

!.Tu.f:Rk. T-~AUU 

0 ~8 7171tOE+OO O.oo10l'tE+01 
0.34ti.,90t:-Ol 0.556529£:+01 
0 .ltl2552E+OO 0.5;U07E+01 
0.15ll.JitE+OO O.:ilt5129E+01 
0. 8oo61t 7f:+O 0 O.lt0it91t1E+01 
Oe28!»239E+OO O. H2195E+Ol 
o.5ol'ill2E-02 0.1010851;;+02 
o.osa~8E+OO 0 .. 523109E+01 
0 .It'll .>o 7E+OO O.lt39123E+01 
o.olt51tl2E-OL o.3o17o9E+Ol 
0 .1J95ts9E+01 0 .ltUOitlt£:+01 
o.o;tt98oE+OO o.2oOo81E+Ol 

SEE• 0.6159042E+OO SEESAR• 

J)S• O.l;tl0821tf:+03 RSSc 0.6312819f+02 FSTATI u, 1561• 

MaAR• -O.It85l 0111 sur: 

EWN NO. 1 1o7 OBSERVATIUNS 
DI:P VAR( 1081: APREC 
INDEPEN~ENT VARISJ: 12 
VISJ IN XPX=l08 M• 95 
DUE R'41NAN T• 0.5 8o9676E-06 
RHOs 0.5162071£+00 
Y( 1681• O.DOOOOOOE+OO 

INDEP.VAR. REIIR .COEFF • 

c 108 J 

( 961 tUNS -o. 6it3 & TitE +O 1 
( 971 1WAYS 0.238489E+OO 
c 981 Dftif 0.889211E+OO 
' 991 8/ZM*l 0.838974E+OO 
( 100 I ACRT•l o.nu9oe +01 
C lOU PKOOF -o. 53901ZE +oo 
'102) ADAIX O. 5o520 BE-01 
11031 S"'ANTS -o. JoO 804£: +01 
lll)ltl CHP992 0.19180lE.+01 
1105) DWNRF 0.21t9oD lE +00 
( 106) DXHT -O.o00442E +OJ. 
'10 1 J 12/720 -0.214817E+01 

0.98~0 ' RHO: 0.5162011.) 

Rho-corrected 

Z-> 1681 

sro.ERK. T-RAJIO 

0.9et!n59E+OO 0.666771£+01 
0. 2Jl652E-01 0 .L02S09E +02 
0 .25ll6'lE +00 O.l53748E+01 
D .23!»8,6E+OO 0.355715£+01 
0 • 115 726t +0 1 0.28bl63E+01 
0.39230 LE +00 O.l37l98E+01 
0.9lt0901E-D2 0.600709£+01 
0.4957lZE+OO O. 727836U01 
0. 532 5331: +00 0.360169[+01 
o .; 1olt47E-01 0 .It 8J 304E +0 1 

· 0 .101t 985E+O 1 0 .571932f+O 1 
0.510128£:+00 Oe't21057E+01 

Mf:AN 

o.ott'I~1~E+Ol 

0.100000E+O 1 
o.209tto4E+02 
O.o31il50E+OO 
0.382576E+00 
o.ol89llt:+OO 
0~351lit3E-Ol 
o.871to7JE+02 
o .5'll523ttE -o 2 
o.11ttsd10E-O 1 
o.2oa7soe-o1 

-o .;91tlt'toE-o 3 
u.5952l8E-02 

o.ol9J.51tOE+OO 

o.o5501o5f+02 

MEAN 

o.3llt920E+Ol 

O.tt8J793E+OO 
0~ LOU96E+02 
0. l 10 7tt5E +00 
O.l8d8!HE+OO 
0 .3091J77E+OO 
Oo201t728E-D1 
0 .421t329E +02 
o.za~o9oe-oz 
0. 721t241E-D2 
o. 7918o4E-Ol 
0 .5151f't 7E:-G3 
O.Z89696E-D2 

RS4o!HAR• 0.1399 RSQ• o. 7572 SEE= 0.5Z16561JE+OO SEEBAR= O. 51t.14 U6E+OO 

TSS• 0.187154ZE+Ol RSS• 0.451t450ZE+02 FSTATI u, 1551• 0.4J93904E+02 

MaAR• . -0.2bU ow sur: 1o8812 RHO: 0.0648lt513 



Table A-7 491 
New York City AFDC-Basic: Short Period Processing Rate (Basic Segment) 

(1st Stage) 

EQN NO. 1 150 OBSERVATIONS C 19-> 168) 
OEP VARC 9J: PRORR 
INDEPENDENT VARCSJ: 6 
VCSJ IN XPX• 95 M• 95 
DETERMINANT• D.2312485E-03 

INDEP.VU. 

c 9J 

• 1) 
• 30) ' ,5, 
• 38) 
C 3U 
' 39) 

CONS' 
tU/CR 
WDAYS 
SIMPU 
PHOTO 
SWANTS 

R EGR • tOEF F. 

0.616099E+OO 
-0.316195E+01 

o. 737121E-02 
O.U2316E+OO 
0.960423E-01 
0.83,973E-01 

STD. ERR. 

o. 515357E-01 
O.l9854JE+OO 
0.237112E-02 
Oe136857E-01 
0. 265020E-Ol 
0.418755E-01 

T-RATIO 

0.131190E+02 
O.l59258E+02 
0.311l27E+Ol 
0.103989E+02 
o. J62396E+Ol 
0.199394E+01 

MEAN 

0.666702E+OO 

O.lOOOOOE+Ol 
0.6105466E-01 
0.209533E+02 
0.170000E+OO 
o.283333E-D1 
0.666666E-02 

RSQBAR= 0.9090 RSQa 0.9120 SEE• 0.4059924E-01 SEEBAR• 0.4143642E-01 

TSSa 0.2810848E+Ol RSS• 0.2,72447E+OO FSTATC 5, l44J• 0.2986182E+03 

MIUR• -0.6747 OW STAT: 0.7199 RHO: 0.642613344 

(Rho-corrected) 

EQN NO. 1 149 OBSERVATIONS ZD-> 1681 
DEP VARI102J: PRORR 
INDEPENDENT VARISJ: 6 
VISJ IN XPX•10Z M• 95 
DETERMINANT• 0.4142735E-02 
RHO• Oe64Z6334E+OO 
Yl 168)• O.OOOOOOOE+OO 

INDEP.VAR. 

ClOZt 

' 96) 
I 971 
' 981 I 99) 
11001 
UO~J 

CONS 
CU/CR 
WOA'tS 
SIMPL6 
PHOTO 
SWANTS 

REGR.COEFF. 

0.705269E+OO 
-0.291072E+Ol 

0. 520955E-02 
0.152459E+OO 
·o. 916226E- 01 
O.l25396E+OO 

STD. ERR. 

0.391966E-01 
o. 379808E+OO 
o. 130878E-OZ 
O.Z60817E-01 
o. 401Z72E- 01 
0.26Z911E-Ol 

T-RAT 10 MEAN 

0.240296E+OO 

0.179931E+02 0.357366E+OO 
o. 166365E +01 ' o. 2130ZOE-01 
0.398045E+01 0.749462E+01 
0.584544E+01 0.6S4730E-Ol 
O.Z28330E+01 o.10l933E-Ol 
0.476951E+01 D.239843E-02 

RSQB~R• 0.7191 RSQ• 0.7286 SEE• 0.3060413E-Ol SEEBAR• 0.3123958E-01 

FSTATI 5, 1431• 0.7677184E+02 

MBAR• -0.4691 ow sur: • z.ono RHO: -0.01392286 
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Table A-8 
New York City AFDC-Basic: Short Period Processing Rate (UP Segment) 

E~N NU. 2 150 USSEKVATIUNS 
D~P VARC 111: PRORU 
INUEPENDENT VAKCSJ: 5 
VCSt IN XPX• 95 M= 95 
UETER~JNANT• 0.~029706E-01 

lNDEP.VAK. REGR .COE F.F. 

llt 

( u CONS 0.18363tlf-Ol 
I 30t CIJ/CR O.l558~1E+Ol 
I ~11 IIIKKFR -D .l.3o91t2E-O 1 
I 391 S-ANTS 0 • 610 8 HE -0 l 
I 401 WNT*R T 0.409789E-03 

(1st Stage) 

lrr-> lbtlt 

5 TO .• ERR • T-RATIO 

o. 6Stll09E -oz 0.26687lE+Ol 
0 .'I 39246E-Ol O.l65921E+02 
0 .613563E-02 0.2Z3191E+Ol 
0.1Cl71t64E-Ol 0.309J27E+Ol 
0.435ZlJE-Oit 0.941S82E+Ol 

RS~AR• 0.8749 RSQ• 0.8783 SEE• O.l873078E-Ol SEEBAR• 

TSS• 0.4323652E+OO RSS• 0.526Z63JE-Ol fS TA Tl 4t 1451= 

MBAR• -0.5606 OW SlAT: 0.5743 RHU: Oo7l471t4!)8 

Rho-corrected 

E~N Nu. l 14~ OdSERVATlUNS lO-> loot 
OfP VAl<( lOU:· PltuRU 
INUEPENJENT VARCSI: 5 
VCSI IN XPX=lOl M= 95 
OETEKHINANT• 0.8246167E-Ol 
ICHO= 0 • 7lott 7446E+OO 
Yf l6dl• O.OOOOOOOf+OO 

INJEP.IIAK. IU:GK .COEff. ~TD.EkR. 

c 101' 

' 961 
' 97 J 
' 981 
' 99t 
( 1001 

CONS 
Cu/CR 
WRKFR 
SiiiANT S 
IIIINT•RT 

O.Z372o3E-01 O.l2o218E-Ol 
O.l50691E +01 0 .17554lE+OO 

-O.Z06392E-0.1 Q.lOZlllE-01 
D.6946Z4E-Ol 0 .10709of-Ol 
O.JU097E-OJ 0.309UlE-Oit 

RS~AK• 0.6859 RSQ• 

TSS• 0.7905270E-Dl 

O.l87979f+Dl 
o.a5tJ430t:+Ol 
D.202102E+01 
0 .61t8 78tlE +0 1 
O.l0061t2E +02 

HdAiot• -0.2251 

RSS• 0.241~62~~-01 

OW STAT: 1.9557 KHU: 0.0232Soo0 

Ml:A1~ 

O.ll6358E+OO 

O.lOOOOOE+Ol 
0.60!J~66E-Ol 
O.ZOOOOOE+OO · 
0 obbbbbbf-01 
O.l45667E+Ol 

O.l905099E-Ol 

0.2615710E+OJ 

HEAN 

O.Jl4l54E-Ol 

0.285l)5E+OO 
O.lb~lltlE-Dl 
0.622lO'iiE-Ol 
0 ol9141t 1E-OZ 
0 .42454lfto0 l 
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Table A-9 
New York Qity AFDC-Basic: Short Period Rejection Rate Equation (1st Stage) 

EI.IN NO. 1 168 OBSERVATIONS & • 1-> 1681 
DEP VARC 101: RE JRT 
INDEPENDENT VARCSI: 7 
VCSI IN XPX• 98 M• 98 
DETERMINANT• Oel476205E-03 

INDEP.VAR• REGR .tOEFF. STD. ERR. T-RATiu 

101 

' u CONS Oell9390E+Ol 0.255367E-Ol 0.467522E+02 

' 331 PHOTO -O.l58814E +00 O.l80823E-Ol Oe878281E+Ol 
t HI PROOF O.lt45590E-Ol 0 .117621\E-01 0.37811Z4E+Ol 
c 391 SI!IANTS -o. 5 82 712E-O 1 0.275 72'tE-Ol 0.21U39E+Ol 

' 521 12/720 o.l23207E +OO 0.27810 lE-O 1 O.lt43029E+Ol 

' 261 C/F-1 -0.299692E+01 O.l0tt245E+OO 0.287tt87E+OZ 

• 981 le6C/f Oe206J78E+Ol o.179930e-ot 0.2646llE+Ol 

RSQBAR• 0.9214 RSU• o. 9242 SEE= Oe2684504E-Ol SEE BAR• 

TS S= O.l597976E+Ol RSS• O.l210703E+OO FSTATC 6t 1611• 

MSAR• -0.1514 OW STAT: 

EQN NO. 1 167 UBSERVATIUNS 
DEP -VARU061: KEJRT 
INDEPENDENT VAR( SJ: 7 
VCSI IN XPX=106 M• 98 
DETERMINANT= O.l653683E-03 
RHOa 0.6723098E+OO 
YC 168J• 0.1101029E+Ol 

INDEP.VAR. 

c 1061 

' 991 CONS 
'1001 PHOTO 
'1011 PRuUF 
'1021 SWANTS 

REGR.COEFF. 

o.119620E .01 
-o .l4tt03 7E +DO 

O.l93725E-01 
-O.o86307E-01 

0.6611 RHO: 0.67230981 

Rho-corrected 

2-> 1681 

STD.ERR. T-UHO 

0.570it88E-01 o.Z09680E+02 
0.269696E-01 O. 534073E+01 
O.l67831E-Gl 0 .234596E +01 
O.U7394E-01 0.409995E+01 

11031 12/720 0 .l55271E +00 O.l67626E-01 o.92b29'tE +01 
c 1041 Clf-1 -O.J00272E+01 0.2305~1E+OO O.LJ0224E+02 
c 1051 le6C/f O.Z06638E+Ol O.lll556E+00 Oe120it49E+02 

MEAN 

0.358282E+OO 

O.lOOOOOE+Ol 
O.Z52976E-01 
0.357143E-Ol 
o.59523Be-oz 
o. 595238E-OZ 
0.725012E+OO 
0.648918E+00 

o. 2742242E-Ol 

0.3273330E+03 

0 .llbitl8E +00 

0. 327690E +00 
o. 83391t2E-02 
0 .157~91E-Ol 
O.l9o222E-02 
O.l96222E-02 
0. 241050E +00 
Oe211120E+OO 

RSQBAR• o. 7468 RSQ• 0.7560 SEE= 0.1973549E-01 SEE SAil• o.zo1o258E-01 

TSSa Oe2665501E+OO RSS• 0.6504476E-Ol FSTATC 6t 1601= 0.826U95E•OZ 

H8AR• -0.0611 D• STAT: 1.8644 RHO: 0.06962555 
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Table A-10 
New York City AFDC-Basic: Short Period Closing Rate Equation (1st Stage) 

Ef.IN NO. 1 166 OBSERVATIONS 
DE P VARI 15J.A C.LUR T 
INDEPENDENT VARCSJ: 9 
VCSJ IN XPX• 95 H• 9S 
DETERI'IlNANT• O.Z251559E-06 

INDEP.VAR. REGR.tUEff. 

151 

' lJ CUNS 0 .588326E-01 
' .. It 5, WOAYS 0.827104E-OJ 
' 1121 LNURl -o .665 981E-oz 

' It it) AOAlX -o .199 51t lE-03 
I 39) SWANTS -O.l81223f-01 
' zu Bll -0 .13169 6E-O 1 
' 521 12/720 O.Z93409E-02 

' 7U l/730 0.1051tl5E-IH 

' 121 3/13U 0.952746E-02 

RSQIUR= 0.7210 RS~• o. 1344 

1-> 168) 

SJO.ERR. T-RATIO 

0.96bl75E-02 0 .608922E+01 
0.2656l7E-OJ 0.31U78E+01 
o.z79679e-oz 0.238124E+01 
o.-t5l!J95E-04 Oo884733E+Ol 
0.491t465E-G2 0 ol6b50JE+O 1 
0. 72ti159E-03 0.1807UE+OZ 
0.4'1!»271tE-02 ·0.~92418E+OO 

O.lt9!J661E-OZ O.Z12675E+Ol 
0.495281E-02 0.192365E+01 

SEE• O.lt750632E-02 SEEBAR• 

TSSa O.llt27564E-01 RSSa O.l791508E-02 FSTATI a, 1591• 

MBAR• 0.0043 Oil STAT: 0.3741 RHO: 0.818141 u 

E~N Nu. 1 1o7 UB~EKVATION~ 
DEP VAKllO!JJ: tLUKT 
lNU~PtNUENT VAKlSI: 9 
VlSJ IN XP~=105 Ma 95 
DETER~lNANT= 0.8860701E-04 
KHO. 0.61d!411f+OO 
Yl .1681• O.OOOOOOOE+OO 

INOEP.VAR. 

'10 51 

' 961 
' 'J 1 J 
' 9tll 
' 9CJJ 
'100) 
l lOU 
'1021 
'1031 
'104) 

C.UNS 
wUAVS 
LNURT 
AUAIX 
SiiANT s 
tJ/l 
12/720 
117JO 
3/130 

REGR .tuEff. 

0 .41tt123~E-0 1 
o. 924109£-03 

-o. 599 J.j 1E-Ol 
-0 .30Zll6E-O J 
-0.1 75838E-01 
-0.901t820E-02 
0.11652 5E-Ol 
0 .lltdJOE-01 
o.l20l17E-Ol 

Rho-corrected 

2-> lob) 

S TO.ERil.. 

O.l.ZbiHbt:-01 
0.100!»17E-OJ 
o.ztlo61t5t-oz 
0.114 191E-OJ 
o.zuzo1.:-o.z 
0 .1t.ob2SE-OZ 
0 .2H791E-02 
0 .2ltbit22f-02 
O.ZUJ9U-02 

T-RAT lu 

O.l!>.i453E+Ol 
0.918810t+01 
0.2090i5E+Ol 
0.26lt57SE+Ol 
0.8Zit750E+Ol 
0.543027E+Ol 
O.J02llltE+01 
O. 5 7U8oE+Ol 
0.5633o6f+01 

MEAN 

0.2J7298E-D1 

0.100000E+O 1 
0 .209461tE +02 
0.1731tJitE+01 
o.8llto7 JE+OZ 
0 .5952J8E-02 
0 .452521E +00 
o.~9523se-oz 
0.5952JilE-02 
0. 595Zl8E-D 2 

O.lt88323.3E-02 

0.5495755E+02 

MtAN 

0.1t1U5<,;t+OO 
O.J815Ut:+Ol 
0.3149.-.c.lf::+OO 
0 .1!>c.I'J'I2E +0 l 
O.l0ti898E-OZ 
O.ll17501tE-Gl 
0 .10tlt19t1E-OZ 
0.10tlc196t:-02 
0 .l0l)tl9tlt:-D2 

&SI.ISAR• O.o233 .RSU• 0.6415 SEfa O. 2ool270E-OZ SEE8ARa: O. 27.H01t>E-02 

TSS. 0.3.JOU 17E-D.l KSS• O.lltUu4JE-Ol 

OW STAT: l.Jt19J 
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Table A-ll 
Los Angeles AFDC-FG: Short Period Applications Equation (1st Stage) 

EQN NO. 1 105 OBSERVATIONS 
DEP VARI 5): APREG 
INDEPENDENT VA~ISJ: 8 
VISI IN XPX•112 M-112 
DETERMINANT• 0.2532749E-05 

INDEP.VAR. REGR.COEFF. 

' 5) 

' u CONS -0.320351E+01 

' 41) WDAYS 0.1U744E+OO 
c 541 DSREMP -O.l36742E+OO 

' 441 SIMPLE O.l3152ttE+Ol 

' 741 8/Z•JO O.l76268E+Ol 

' 65) FHF 0.351600E-01 

' 70) WRANDD -0.18 59 52E+Ol 

' 711 SUMRDY 0.396092£+00 

4-> 108) 

STD. ERR. T-RATIO MEAN 

0.563282£+01 

O. 142684E+01 0.224518E+01 0.100000E+01 
0. 506246E-01 O.Z64188E+Ol 0.20876 2E+02 
0.46l820E-01 0.296093£+01 0.412752E+OO 
0.193053E+OO o. 681281E+01 0.228571E+OO 
0.292161£+00 0.603327E+01 0.492J70E+OO 
0. 769724E-02 0.456787E+01 0.138515£+03 
O.S52709E+OO O. 336438f+01 0.214286E-01 
0.156234£+00 0.253525E+01 0.25714JE+OO 

RSQBAR• 0.8701 RSQ• 0.8795 SEE• 0.6594183E+OO SEEBAR• 0.6861449£+00 

TSS• 0.3790672£+03 RSS• 0.4566710E+02 FSTATC 7, 97J• 

MBAR• -0.7092 OW STAT: 0.6918 RHO& 0.66367686 

Rho-corrected 

EQN NO. 1 104 OBSERVATIONS 
DEP VARC1211: APREG 
INDEPENDENT VARCS): 8 
VISJ IN XPX•121 M•112 
DETERMINANT• O.l296206E-03 
RHO• 0.6636769E+OO 
Yl 1081• O.OOOOOOOE+OO 

INDEP.VAR. REGR.COEff. 

(1211 

ClUJ CONS -o. 48&Z27E+01 
I 114 I WDAYS 0.175985E+OO 
'1151 DSREMP -0.728940£-01 
11161 Sl MPLE Oel20ll5E+Ol 
1117) BIZ•30 0.1Z6600E+01 
(118) FHF 0.429632£-01 
11191 WRAMOO -.Q.l82609E+Ol 
UZOJ SUMRDY 0.260658E+OO 

5-> 108) 

STD. ERR. 

0.17973ZE+01 
o. 214199£-01 
0.279339£-01 
O.Z86178E+OO 
O. 4't5412E+OO 
O. 1ll058E-01 
0.474906E+OO 
O. Ult022E+OO 

T-RATIO 

0.271641£+01 
0.641816£+01 
0.260952£+01 
0.4204ZOE+01 
O.Z8'tZ31E+Ol 
0.327819£+01 
0.384517£+01 
0.194489E+Ol 

0.101l663E+03 

MEAN 

0.192290£+01 

0.336323£+00 
O. 7004 75 E+O 1 
o.u~szoe+oo 
0. 716l30E-01 
O.l7351t8E+OO 
O.'t70122E+OZ 
o.7Z762ZE-02 
0.873146£-01 

RSQBAR• 0.6513 RSQ• 0.6806 SEE• 0.4760356£+00 SEEBAR• O.lt954735E+OO 

TSS• 0.7377572E+02 RSS• 0.2356l42t+OZ 

MBAR• -0.3376 OW STAT& 1.7790 

fSiATI 7, 961• 0.2921706E+02 

RHO: 0.11701078 



Table A-12 497 
Los Angeles AFDC-FG: Short Period Processing Rate Equation (1st Stage) 

EON NO. 1 105 OBSERVATIONS 
OEP VARC 151: PRORT 
INDEPENDENT VARCSI: 10 
VCSI IN XPX=111 M=111 
DETERMINANT• 0.2715503E-04 

INDEP.VAR. REGR.COEFF. 

' 151 

I 11 tONS o. 513348E+OO 

' 41J WUAYS o. 887512E-02 

' 441 SIMPLE -0.490385E-01 

' 291 UNRTE -0.165392E-Ol 

' 451 WRA -o. 978062E-01 

' 891 S..STKl -O.Ll6861tE+OO 
' 901 2/650 · -O.l62964E-01 
C 102 I WATRTS 0.657467E-01 
11031 STAFRO 0.6U088E-01 
(1011 a.RKlOD 0.392097E-03 

RSQBAR• o. 7272 RSQ• 0.7508 

It-> 1081 

STO.EII.R. T-RATIO 

o. 505786E- 01 0.101495E+02 
0. 229997E-02 0.185880E+Ol 
0.856864E-02 0.572302E+01 
0. 296459E- 02 0.557891E+01 
o. l84948E-01. O. 52U30E+01 
O.l14996E-01 0.667813E+01 
0.312553E-01 0.244108E+Ol 
O.l29602E-Ol 0.507296E+Ol 
0.1373 74E-01 O.lt4629ZE+D1 
o.1o1zzae-oz 0.243l94E+OO 

SEE= 0.2856805E-01 SEEBAR• 

TSS• 0.3439109E+OO RSS• 0.8569402E-01 FSTATl 9, 951• 

M8AR= -0.2184 Dw STAT: 1.3647 RHO: 0.32964121 

Rho-corrected 

EQN NO. 1 104 OBSERVATIONS 
DEP VARI1221: PRORT 
INDEPENDENT VAKCSI: 10 
VISI IN XPX=122 M=11l 
DETERMINANT• 0.7J3l124E-04 
~HO• 0.3296412E+OO 
rc 10&1= o.oooooooE+OO 

INOEP.VAR. R Eliit. CUEff. 

'1221 

'1121 CONS 0.496640E+OO 
ClUJ wous O. 9'ill454E- 02 
'1141 SIMPLE -0. 461f565E-01 
'1151 UNRTE -0.100276E-01 
'1161 WRA -0.889909E-01 
'1171 S• S TIC.l -O.l14352E+OO 
'1181 2/65D -0.991241E-01 
11191 IIIATRTS 0.616685E-01 
11201 STAFRU 0.5!»9119E-01 
11211 WRKLOIJ -0.852948E-02 

RSQ&AR• 0.6439 RSQ• 0.6750 

5-> 1081 

STU. ERR. T-RATIO 

0.471Z78E-Ol 0.105n2E+02 
o.196l02E-02 0.50558ZE+01 
Oe109707E-01 o. 427104E +01 
0.374992E-02 0.427411E+Ol 
o. 206486E-Ol Q.lt30978H01 
o. 20o802E-Ol O.SS2953E•Ol 
O.Z71608E- 01 0.3olt952E+Ol 
0.157831E-01 0.390726E+01 
o. 1o5031E-01 0.339147E+Ol 
0.401753E-OZ 0.212306E+Ol 

SE E• o. 263 U82 E- 01 SEEBAR= 

TSS• 0.2225896E+OO RSS• 0.7234016E-01 fSTATI 9, 941• 

MBAR• -0.1363 Dill STAT: 2. 0484 RHI.i: -0.01520525 

MEAN 

o. 570187E+OO 

0.100000E+01 
O.Z08762E+02 
0.2Z8571E+OO 
0.702733E+01 
0.285714E-01 
0.447619E-Ol 
o. 95Z381E-02 
0.5llit29E-01 
0.571429E-01 
O.l24094E+Ol 

0.300340ZE-01 

o. 3180644E +02 

MEAN 

0.382004E+OO 

o. 6 703 59E+ 00 
O.l391J10E+02 
O.l54698E+OO 
0.4701J40E+01 
o.193373E-D1 
0.302951E-01 
0.6445hE-02 
o. 38014SE-Ol 
O.Jd6745E-Ol 
O.o50682E+OO 

0.27l4124E-Ol 

0. 2169 Z9 SE +02 
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Table A-13 
Los Angeles AFDC-FG: Short Period Rejection Rate Equation (1st Stage) 

EQN NO. 1 105 OBSERVATIONS C 
DEP VAR( 161: REJRT 
INDEPENDENT VARCSI: 7 • 
VISJ IN XPX•l11 M=ll1 
DETERMINANT• 0.2999089E-03 

INDEP.VAR. REGR.COEFF. 

' 161 

' u tONS 0.651505E+OO 

' 681 PRT -0.907138E+OO 
c 691 SQPRT 0.610780E+OO 
( 421 SWSTK -0. 755435E-Ol 

' ltltl SIMPLE -0.452833E-Ol 
' 921 5/650 0.656225E-01 
r96J LIBSS -0.927U1E-.01 

RSQBAit• 0.8915 RSQ• 0.8971 

It-> 108J 

STD. ERR. T-RAT 10 MEAN 

0.345612E+OO 

0. 164111E-Ol 0.396991HOZ 0.100000E+Ol 
o. 554995E-01 0 .163450E +02 0.62l330E+00 
0.405941E-01 D.150460E+02 0.45Z323E+OO 
O.l70447E-Ol 0.443207E+Ol 0.952381E-02 
Oe4821t07E-02 0.938695E+01 O.Z28571E+OO 
o.ll11t04E-Ol 0.382852E+Ol 0.952381E-OZ 
0.906620E-02 o. 102293E +02 0.67619DE-Ol 

SEE .. o.UZ9229E-Ol SEEBAR• 0.168641ZE-Ol 

TSS• O.Z724993E+OO RSS• 0.2787107E-Ol FSTATI 6, 981• O.llt33S99E+03 

MBAR·· -0.1451 OW STAT: 1.6071 RHO: 0.20111095 

Rho-corrected 

EQN NO. 1 104 OdSERVATIONS 5-> 108) . 
DEP VARI119J: REJRT 
INDEPENDENT VARCSJ: 7 
VIS I IN XPX•119 M•lll 
DETERMINANT• 0.2995866E-03 
AHO• O.Z011109E+OO 
VI 1081• o. ODOOOODE+OO 

INDEP.VAR. REGR.COEFF. STD. ERR. T-RATIO MEAN 

U19J O.Z75270E+OO 

'1121 CONS 0.658038E+OO 0.205501E-Ol O. 32021ZE +02 0.798289E+OO 
11131 PRT -0.926757E+OO 0.691ZllE-01 0.131t077E+02 o. 50U84E+OO 
I UltJ SQPRT 0.623858E+OO o. 501t089E-Ol 0.123160E+OZ 0.365510E+OO 
'1151 SWSTK -0. 743917E•Ol O.l6Zb66E-Ol 0.457365E+01 0. 767585E-02 
11161 SIMPLE" -0.446527E-Ol o. 571t970E-02 o.7766lOH01 Oeltllt220E+OO 
cun 5/650 o. 6021t44E- 01 Oel63249E-Ol 0.369031tE+Ol 0.7ft1S85E•02 
( 1181 LIBSS -o. 929520E•01 O.l073lOE-Ol 0.866042E+01 0.51t4986E-Ol 

RSQ8AR• 0.8477 RSQ- o. 8566 SEE= 0.159191t3E-Ol SEEBAR• Oel648ltt4E-Ol 

NBAR• -0.1111 0~ STAT: le891t7 

FSTATC 6t 971• 0.9654204E+OZ 

~o: o.o57l70o~ 
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Table A-14 
Los Angeles AFDC-FG: Short Period Closing Rate Equation (1st Stage) 

EQN NO. 1 10~ DBSERWATIONS 
DEP WAR( 26): tLORT 
JNOEPENOENT VAKISI: 13 
VCSI IN XPX•111 M=111 
DETERMINANT= 0.3999538£-04 

INDEP.VAR. 

26l 

' u 
' 411 I 291 
' 791 
' 801 
I tsll 
I 821 
' 831 ( 81tl 
' 851 
I 881 
' 861 11101 

Ci.INS 
WOAYS 
UNRTE 
lBDSR 
9/61t0 
6/650 
3/660 
WINTAL 
10/680 
5/680 
WRAl 
67/68D 
3/710 

· REIOR.COEff. 

0.17lo90E-01 
0.1091t51E-02 

-0.72CJ919E-03 
-0.925603E-02 
-O.l31639E-Ol 

0.1017 .HE-01 
0.148616E-01 
o. 101$345E-01 
O.l36550E-01 
0.115925£-01 
o. 9oo932E-02 

-o. 127511 e-o1 
0.967755£-02 

4-> 1061 

STO.EkR. T-RATJO MEAN 

O •. H1ts89E-01 

o. ots7015E-02 0. 249908E+01 0.100000E+01 
o. 302o63E-03 o.3o1o28E+01 O. ZOii 7o2E +02 
o.te31127E-03 0.169305E+01 o. 70273JE+01 
O.l31639E-D2 O. 703140E+01 o.180952E+OO 
0.403082E- 02 0.32o!»81E+01 O.'i:)2381E-02 
0.407093E-02 o.zoteo50E+01 o. "i52Jd1E-02 
o.~t07539E-oz o. 364668E +01 o. 95 2381E-02 
0.401t150E-02 0.268080E+01 0.95231HE-02 
0.405d24E-02 O. 3364 71E+01 o. 95ZJIUE-02 
o. "t05489E- 02 O.lt33858E+01 0.95Z381E-02 
O.lt0599tsE-02 0. 238162E +01 O.CJ52381E-02 
o.nzzo6e-oz o.740~50E+01 o. 57llt29E- 01 
O.lt20514E-02 o. 230136£+01 0.952381£-02 

RSQBAR• 0.7104 RSQ• 0.7438 SEE= 0.3735703£-02 SEEtiAR• 0.3990921E-02 

TSS• 0.5720367E-02 R~S= 0.1465325E-02 

Dt.f STAT: 1.891t5 

FSTATC 12, 921• 0.2226i62E+02 

HBAR• -0..1884 RHO: 0.06904144 

Rho-corrected 

EQN NO. 1 104 OBSERVATIONS 
OEP VARC125J: CLORT 
INDEPENDENT VARISI: 13 
VISI IN XPX=125 M&111 
DETERMINANT• 0.50701t48E-04 
RHO• 0.6904144E-01 
Yl 1081• O.OOOOOOOE+OO 

INDEP.VAR. R EliR .COEF f • 

Cl251 

CllZJ CONS o.nlZ34E-01 
CUll wous o.108969E-02 
c 1lltl UNRTE -o.724563E-o3 
11151 LBDSR -0.913983E-02 
(116J 9/640 -O.l2793lE-01 
1117J 6/650 0.108545E-01 
11181 3/b60 o.15ll49E-01 
Ul9J WINTAL D.l02966E- 01 
l1201 10/680 O.l31843E-Ol 
I 1211 5/680 o.'171004E-01 
1122J WRAl 0.985884E-02 
11231 671680 -0.125528E-Ol 
11241 3/110 o. 896514E-02 

RSQtiARa 0.7021 RSQ= 0.1368 

5-> 1081 

STD. ERR. T-RAT IU 

0. 676132E-02 o. 253255E+01 
o. 292760E-03 o.312211tE+01 
0. 4~7605E-03 O.lo1876E+Ol 
O.l37207E-02 o.666137E+Ol 
o. 393759£-02 o. 324896E+01 
o. 397910E-02 0.272787E+Ol 
O. 398H62E-02 0.381458E+01 
0. 394903E- 02 o. 260739E +01 
o.l9otta2r...oz 0. 332531E+01 
0.396839E-D2 0.430916E+01 
o. 3960UE-OZ 0.248935E+01 
O.l79015E-02 o. 701213E+01 
0.409769E-02 0.21878~E+Ol 

SEE= o. 366135ZE-02 SEEBAR• 

TSS• O.S297351E-02 RSS• 0.1394172E-02 FSTATI 12. 911• 

MBAR• -0.1874 DW STAT: 1.9800 RHO: 0.02595154 

MEAN 

0.307893E-Ol 

0.930958E+OO 
o.19~235E+OZ 
O.o~lt109E+Ol 
0.1100 79E+OO 
o.89515ZE-02 
0.895152E-02 
O. 8CJ5152E-Ol 
o.a95152E-o2 
O.HCJ51~2E-02 
O.tJ95152E-02 
0.895152E-02 
O.S37091E-Ol 
0.895152E-02 

o.39Hl50E-02 

o.2123059E+Oz 
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Table A-15 
Alameda AFDC-FG: Short Period Cases Added Equation (1st Stage) 

EQN NO. 1 102 OBSERVATIONS 
DEP VARC 41: CAADD 
INDEPENDENT VARCSJ: 5 
VCSI IN XPX• 6b M• ob 
DETERMINANTa O.l772194E-02 

.INDEP.VAR. REGR.COEFF. 

It I 

• 11 COlliS 0.258922E+OO 
• 251 DMNEMP -0. 51tlbltOE- D2 

' 58t 81Z•30 0.572713E+OO 
• 201 .. DAY o.ll8~35E-Ol 

' 441 IIIR&TRI:i O. 85501 OE+OO 

RSQBAR• 0.8180 RSQ• 0.8252 

1-> 1021 

STD. ERR. T-RATJO MEAN 

0.726323E+OO 

O.l95952E+OO O.l321'35E+Ol 0.1 OOOOOE+01 
o. 50b201E-02 O.l07001E+Or -0.3l8626E-02 
o. 344085E-01 o.lt~6445E+02 o. 338109E+OO 
0.9H087E-02 O.l26920E+Ol 0.209019h02 
0.968795E-Ol O. ti82550E+Ol O.Z941UE-Ol 

SEE• Oell81430E+OO SEEBAR• 0.1Z11497E+00 

TSS• 0.8143107E+Ol RSS• O.l423693E+Ol FSTATC Itt 971• O.ll44529E+03 

MBAR• -0.1805. RHO: 0.42710716 

Rho-corrected 

EQN 1110. 1 "101 OBSERVATIONS C 
DEP VAR( 121: CAADO 
INDEPENDENT VARCSI: 5 
V(SI IN XPX• 72 M• 66 
DETERMINANT• 0.8Z84560E-02 
~HO• 0.4271072E+OO 
VI 1021• O.lOOOOOOE+Ol 

INDEP.VAR. 

72 I 

( 671 CONS 
' 681 OMNEMP 
1..691 BIZ•30 
C 7DJ WDAY 
I 11 I WR&TRB 

lSQBAR• 0.6727 

REGR.tOEFF. 

o. U9206E+00 
-O.It28386E- 02 
o. 553465E+OO 
o. l8201tltE-Ol 
0.7663671i+08 

RSQ• 0.6858 

2-> 1021 

STD. ERR. T-RATIO 

o.l461t69E+OO O. 950 1tl2E+OO 
Oelt31287E-02 o. 993271tE+OO 
o. 518b5ZE-Ol o.to611ZE+02 
O. 694671tE-02 0.262057E+Ol 
Oel03303E+OO o. 71tl861E+.Ol 

SEE• O.l056127E+OO SEEBAR• 

MEAN 

0.4Z0783E+OO 

O.S72893E+OO 
O.l670b3E-02 
O.l98968E+OO 
O.ll968ftE+02 
O.l70l66E-Ol 

O.l083281E+OO 

TSS• 0.35858f7E+Ol RSS• O.ll26558E+Ol 

OW STAT: 2.2019 

fSTATC Itt 961• 0.5239290E+02 

MBAR• -0.1074 RHO: -0.09885089 
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Table A-16 
Alameda AFDC-FG: Short Period Closing Rate Equation (1st Stage) 

EQN ~u. 1 102 OBSERVATIONS I . 1-> 102J 
DEP VAR( 14J: ClURT 
INDEPENDENT V4tHSt: 8 
VISJ IN XPX= 6b M• o& 
DETERMINANT= 0.1124893E-04 

INDEP.VAR. 

141 

( 11 
' 271 ( 5dJ 
( 651 
' 2l I 
' 40 I ( 391 
( bJI 

CLNS 
UNkTE 
tJ/L•3D 
FEB 
WuAYS 
ANTWRA 
lftP•RA 
L8u)R2 

REGR.tOEFF. 

o. 31 777!;E- 01 
-o. U9274E- 02 
-0.4931t04E-02 
-o. 217873E- 02 

O. 830874E- 03 
o.158792E-Ol 
o.2o3595E-01 

-0. 520710E-OZ 

STD. ERR. 

o. 73&184E- 02 
0.559733E-03 
0.127253E-02 
O.l7610tJE-02 
0.342191E-03 
o.3o~tnoe-oz 
O. 3406 72E-02 
o.125992E-oz 

1-RATIO 

O. 431b51H01 
O.Z4tltJZlE+01 
o.3a7735E+01 
o.1231loE+01 
O.l42tHOE+01 
o.sz10<j2E+01 
O. 773751E+01 
0.413289E+01 

MEAN 

0.390206E-Ol 

O.lOOOOOE+01 
0.59~333E+Ol 
0.338l09E+OO 
O. 7it4314E-01 
o. 20901 'IE+02 
0.1960 18E-01 
O.l96078E-01 
O.l47059E+OO 

RS;)BAR= 0.604o RSQ• 0.6320 SEE• 0.3761690E-02 SEEbAR= 0.3~18494E-02 

TSS= 0.3921751E-02 RSS= 0.1443332£-02 

1>• STAT: 1. 71 90 

FSTATI 7, 941= 0.230588BE+02 

H8AR= -0.1122 RHu: O.l41't5243 

Rho-corrected 

=-QN ~0. 1 101 OBSERVATIONS 
OEP VARI 75 I: CLORT 
lNDEPENOENT VA~ISJ: 8 
V(SI IN XPX= 75 M= 66 
DETERMINANT= O.l~l4777E-04 
~HO• 0.1474524E+OO 
Yl 1l2J= O.lOOOOOOE+01 

INOEP.VAR. 

75J 

' 67J 
' 68J 
( b9J 
( 70J 
( 71 J 
( 72J 
( 13J 
' 74J 

C.ONS 
U!IIRTF. 
8/l*3l 
FEB 
wDAYS 
ANTIIIIRA 
IMPWRA 
LBDS.t2 

REGR.CUEFF. 

o.zoOH4E-01 
-0.103398E-02 
-0.542493E-02 
-0.192311E-02 

0.102207E-02 
Oel't981.3E-Ol 
0.260289E-01 

-0.5H225E-02 

RSQBAR• 0.6279 RSQ:o: 0.6539 

2-> 102) 

STD. ERR. 

0.;66l93&E-02 
o. 562534E-03 
o.U1053E-o2 
0.154801E-02 
o. 295403E- 03 
o. 285510E-OZ 
0.330262E-02 
0.128373E-OZ 

T-RAT !IJ 

0.39330bE+Ol 
o.l83607E+Ol 
o. itl3949E +01 
0.124l31E+01 
0.34599ZE+01 
o. 524721E+Ol 
0.788128E+01 
o. 41 !J3 72E +01 

MEAN 

0.334253E-Ol 

0.852547E+OO 
o.510240E+01 
0.292Z&4E+00 
o. b 752 85E- 01 
o.l78106E+OZ 
0.1b882l E-01 
O.l68821E-Ol 
O.l26ol6E+OO 

SEE• 0.3354912£-02 SEEBAR= 0.349b233E-02 

TSS= 0.3284850£:-02 RSS= 0.1136799E-02 FSTAll 7, 93J• 0.2510416E+02 

RHO: -0.11&32290 HBAR• -0.1295 OW STAT: 2.2435 
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Table A-17 
San Diego AFDC-FG: Short Period Cases Added Equation (1st Stage) 

f~N NO. 2 108 OBSERVATIONS 
DEP VARI 41 a CAAOO 
INDEPENDENT VARCSJ: 8 
VCSJ IN XPX• 70 M• 10 
DETERMINANT• 0.29l2117E-07 

INDEP.VAR. 

' Itt 

' u c 22) 
,. 371 
' 451 
I 28) 
' 56) 
' 601 
' 9) 

CONS 
UNRH: 
WDAY 
FHF2 
DMNEMP 
DMY99 
B/U30 
CACL-2 

AEGR eC.OEFF • 

-o.l27ll9E+Ol 
·o.l80327E-Ol 
O.llt7593E-Ol 
0.5U525E-Ol 

-o .It 71462E-01 
0.466512E +00 
0.27028~E+OO 
0.276801E+OO 

1-> 1081 

STD.ERR. I-RATIO MEAN 

0. 759092E +00 

O.Jl8076E+OO O.l99713E+Ol 0 .100000£ +0 1 
0.179949E-02 0.2ll203E+Ol 0.732401E+Ol 
0.963119E-02 O.l5323of+Ol 0.208796E+02 
Q.lOtl5UE-Gl O.lt71158E+Ol 0.252482E+02 
0 .360217E-Ol O.U2548E+Ol 0.193056£-0l · 
o.U1llt8f+OO 0.3l9651E•Ol o. 92592oE-02 
0.5431tlOE-Ol 0 .lt97386E+Ol 0.471t2UE+OO 
0. 733 174E-Ol O.H7229E+Ol 0.603~16E+OO 

RSQBAR• 0.9082 RSQ• 0.9llt2 SEE• 0.1275933E+OO SEEBAR• 0.1l25~ti8E+OO 

TSS• 0.2049311E+02 RSS• O.ll58244E+01 

H8 AR• -0.8437 DW STAT: 0.9357 

FSTATI 7, 1001• 0.15ZlZ06f+03 

RHO: 0.54054190 

Rho-corrected 

EQN NO. 2 107 OBSERVATIONS 
DEP VAR( 791 I C.AAUD 
INDEPENDENT VARISJ: 8 

2-> 108) 

VISJ IN XPX• 79 M• 10 
DETERMINANT• O.H43295E-05 
RHQa 0.5405419E+OO 
Yl 1081• O.OOOOOOOE+OO 

INOEP.VAR. 

' 791 

' 711 
' 72J 
' llt 
' 741 
' 751 
' l6J 
' 171 
' lBJ 

CONS 
UNRTE 
WDAY 
FHF2 
DMNEMP 
OMY99 
8/Z•JO 
C.ACL-2 

REGR .COEFF. sro.eRR. 

-0.117204E+01 0.330034E+OO 
O.l97427E-Ol 0.12~195£-01 
O.llt8990E-01 0.642958E-02 
O.lt52305E-01 0.1Zl161E-Ol 

-o.366861E-01 0.234756E-Ol 
O.olt1674E+OO 0.987076E-Ol 
0.247025E+OO 0.81642SE-01 
O.l51081E+OO 0.5842lOE-01 

T-RATlO 

0.355128E+01 
O. U7o9oE+Ol 
o.2.317Zoe+01 
0.367 248E+Ol 
o.uozlle +O 1 
o.o5ol54E+01 
O.l02569E+01 
0.600888E +01 

MEAN 

O.l56954E+OO 

O.lt59458E+OO 
0.332379£+01 
0.9Sl81tOE+01 
0.116854E+02 
0.10b55SE-01 
0 .lt29400E-02 
O.ZZ5llt6E+OO 
o. 2tJo503E+OO 

RSQBAR• 0.7925 RSQ• 0.8062 SEE• O.J056219E•OO SEEBAR• 0.1098065E+OO 

TSS• 0.615948JE+Ol RSS• O.ll9l&90E+01 

fti AR• -0. 5868 o .. STAT: 2.0016 

FSlATt 7t 99)• 0.5883479E+02 

RHO: 0.00470485 
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Table A-18 
San Diego AFDC-FG: Short Period Closing Rate Equation (1st Stage) 

EQN ~0. 1 lOt! OBSERVAT lUNS 1-> 1081 
LlEP VAIU 7J: I..LUiH 
INDEPENDENT VARCSI: 8 
V ( S I 1"4 XPX= 68 M= 68 
lETERMINANT= O.l7334B4E-03 

INDE P. VAR· REGR.LOEFFo STD. ERR. T-RAT 10 

71 

' 11 CONS o.l46ssoe-o2 o.U7661E-Ol O.l24808E+OO 

' 4HI C./F 0.456139E-01 0.743166[-02 0.613771E+01 

' 371 iiOAY 0.163187E-02 ·o. 549o69E-03 o. 29od82E+01 

' 611 Lt!OSR -o.131596E-oz o. 25~204£-02 0.286670E+Ol 

' 571 ANTWRA 0.6313 74E-01 0.786366E-02 0.802900E+01 

' 5!)1 JloHoiR-1 o. 400859E- 01 o. 716646E-Ol o.516l41E+01 
( 561 OMY99 o. 1 71404E- 01 o. 785587E-02 o. 225823[+01 
( 67 I RBUGOY O.Z84926E-01 O. 71210oE-02 0.400117E+01 

RS;)BAR= 0.6764 RSQ= 0.6976 SEE= o.7253664E-02 SEE BAR= 

TSS= 0.1B79003E-Ol RSS= 0.5682489£-02 F!»T AH 7, 1001= 

MbAR= -0.1928 Oft STAT: 1ol747 Rttu: 0.42035531 

Rho-corrected 

E~N '4U. 1 107 Ot!SERVATIUNS 
OEP VARC 771: I..LUkT 
JNDF.PENOENT VA~lSI: t! 
VCSI IN li.PX= 17 M= 68 
~ETERMINANT= O.b47~l41E-03 
~HU= 0.4203~53E+OO 
VI 1081= O.OOOOOOOE+OO 

JNOEP.VAR. 

77 I 

' b'il 
l 70 I 
l 11 I 
( 12 I 
C 7H 
I hI 
' 751 
' 761 

CJNS 
CIF-
WOAV 
LtHISR 
A•~TwRA 
IMw~-1 
DMV99 
RtHJGDV 

REGR.COEFF. 

-o. 551833E-02 
o. 4654 77E- 01 
O.l92837E-OZ 

-0.810b12E-02 
O. 568993E-Ol 
0.31600BE-Ol 
o.l92457E-Ol 
o. 255009E-01 

2-> 1081 

STO.EkR. 

0.957110E-02 
o. 106218E- 01 
o. ~ezn 59 E- 01 
0.3't9l73E-02 
0.661322E-02 
o. 628d48E-02 
Oo6395't5E-02 
o. 69lt922E- 02 

T-RAT JU 

Oo57t>562E+OO 
0.457059E+Ol 
0.457o55E+Ol 
0.23d52E+Ol 
o. :3b0387E +01 
0.502519E+Ol 
O. 3009 28E+Ol 
o. 3b69t»lE+Ol 

MEAN 

o. 535509[-01 

0.100000E+01 
0.~89814E+OO 
0.208796[+02 
0.17592oE+00 -
o.~Z5926E-02 
o. ~25926E-02 
0.925926E-02 
O.l38889E-Ol 

o. 7538229E-02 

0.3295219E+02 

HEAN 

o. llZO.HE-01 

0.57~blt5E+OO 
Oo228312E+OO 
0.120tl~t1E+O.l 
O.l0292BE+OO 
o.s41124E-o2 
0. 5'tl7 l'tE-02 
o. 541724E-02 
O.lOO'iOlE-01 

RSQ8AR= 0.6548 RSQ= 0.6716 SEE: O.b520305E-02 SEEbAR= 0.6778634E-02 

RSS= 0.4549038E-O~ TSS= O.l410776E-Ol 

MBAR= -0.1270 0111 STAT: 2.0095 RHU: 0.00074635 
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Table A-19 
Florida AFDC-Basic: Short Period Applications Received Equation 

(1st Stage) 

EwN NLJ. 1 IH U8St:KVA TlJNS t.o-> 108) 
Ot P VAK( 7J : APPREC , 
I~OEPfNOE~I ~ARtS): b 
V&SJ IN XPXa 84 M= S~ 
DHE RMINANTa: 0 .SOo3451E-04 

I NOt:P. VAR • 

7) 

' 11 CuNS -o. 20 !80 3E +01 

' 53) UZ*30 0.10733ZE+01 

' 66) S lMPLE · 0 .91td2ZOE +00 

' 2 5) OSKEHP -o. 2 74'l73E-01 

' It 3) fHf 0. 327170E-01 

' 15) URATE 0.281t51tdE+OO 

AS~,iBARa o. 7b21 RSQ• o. 776b 

T-kATIU 

0 .obU 9~tJE •OO 0.305324E+01 
0 .ltlO 9.i4f +00 O.Z549d4E+01 
0.22834 7£: +00 0 .ltl5253E+OJ. 
0.12loldE-01, O.Zl51t65E+01 
0.849!;;10E-DZ 0 oltJ5tt31tf+O 1 
0.12031 7£:+00 O.Z361t98E+01 

SEE= 0.61t25777E+OO SEEilAK= 

HEAl~ 

0. jltOobOE +0 1 

0 .lOOOOOE +0 1 
0 .::fd95oZE+OO 
Oe11t45/8E+OO 
0.8Zo506E+OO 
0 .1UoJOE+OJ 
Oelt10Jo1E+01 

0. 661lltl6E +00 

TSS• 0.1534179E+03 RSS= 0.34l7120E+02 

OW STAT: 1.9269 

fSTAT& 5, 77J= 0.5J5.i~Jlf+02 

RHO: O.Oit18J8Zd 

Rho-corrected 

floiN ~L.l. l dZ UBSERVATJU1'4S 27-> 108) 
0~1' VAR( 9U: AI'PKEC 
INDEPeNDENT VAR&SJ: 6 
V&SI lN XPX= 91 M: 84 
DETERMINANT= 0.5::f4l68JE-Oit 
RHO= 0 .'tltJJdldt-01 
YC 10d)= O.tJ17~999t+02 

9U 

' d5) 
' 861 
' 8 7J 
' 861 
' 891 
( '101 

CuNS 
bZ*JD 
Sl1'4PLE 
O~REMP 

fHf 
URATE 

Rf(;R.CUEff. STO.EKK. T-kAUu Mt:AN 

O.JZtUJ9E+01 

-O.ZOZ121E+01 0.69487of+OO 0.290874E+Ol 0.9581olf+OO 
Oo106ZZOE+Ol 0.439d41E+OO 0.241495E+Ol OoJ7dll9E+OO 
0.960519E+OO O.I.J8054E+OO O.ltOJ5Bf+01 O.l40219f+OO 

-o.Holtlt7E-01 O.llUtJZf-01 O.Z0898lE+01 0.740!»l6E+OO 
O.lllZOitf-01 Oodlt2'l40E-OZ O.l773d0E+Ul. 0.10~ldut+OJ 
O.Z70745E •OO O.llZ~Jdc+OO 0.22022dE+Ol O.J9)690E+O J. 

RS~AK• 0.71t20 KS~• 0.75d0 S~E• O.olto0l99E+OO SEE8A~a 0.6710~71E+OO 

HSAK• -0.6128 OW STAT: Zo0226 kHu: -O.OOolZdll' 
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Tabl:e A-20 
Florida AFDC-Basic: Short Period Processing Rate Equation (1st Stage) 

EWN Nu. 2 8-t OBSERVATIONS 26-> 1081 
Ot~ VARC 49): PRUC 
INDEPtNO~NT VARISJ: 11 
VISJ IN XPX= 84 M= 84 
DtTERMlNANTa O.JJ513d1E-OJ 

1 NA.>fl' ~ V AR • REiiR.COHf. sro.t:RK. T-H.ATll.l MEAN 

49) 0.5lo853E+OO 

' u CONS 0.491103£+00 0.5064J"tE-Ol o .9o'i727E +O 1 0 .100000~ +0 1 

' 621 ~REMP o.580tt5'iE-03 0.378461E-OJ 0.1~3479E+Ol 0.1!U•bl4E+OJ 

' 70) A lUES O.ltlo0511E-01 O.Z229d~E-Ol o.l8o58of +01 0 .l08lt34E +00 

' I) b) STAff- 0.162 8031: +00 0.347o16E-Ol 0 .4o1U40E +0 1 0 .JI)1.l05f-Q 1 

' 651 SlMPHA O.J%210E-01 0.16U23E-01 0 • 2441l41E +0 1 0.1807l3E+OO 
( 56) SE:PSVl 0.214290E .. oo 0.43o561E-01 o.49083oE+01 O.l204d2E-01 
( 711 MRIMP -o. 102 lllE +oo 0 .4.!J24 dE -01 0.241728E+Ol 0 .1204112E -o 1 
( 72) b90l 0 .l26621E +00 O. 310'i91E-O 1 0.4071o1E .. 01 0.3!)~~t2Zf-01 

( lJI od/69il 0.121747E .. OO O.l~53d9E-01 0. 500207f+O 1 o.ooJ855E-01 

' HI MlUSTR. -0.6 t15tU 1t:-Ol O.J50439~-01 o.t95106E +01 0 .2!0d43E-Q 1 
( s.:u 8l*30 -0.8Wl94E-01 0 .291511f-Ol O.l05372E+Ol 0 .38951J2f+OO 

RSUBARa O.bOOit KSU• O.b492 SEE• Oe3871281E-Ol SEEBAR• 0. It 15o't97f-O 1 

TSSs O.J545SJ5E+OO RSS= 0.12'tJ'i06E+OO 

ltiAR= -0.0120 UW STAT: l.H'H 

fSTAJI 10, 721= O.UllllJE+OZ 

kHO: O. 3oltl 97 b 7 

Rho-corrected 

E..!N NU. 2 IJZ USSUVAT10i'4S 27-> lOIU 
DEl' VARC 'Jb): 'PkU(. 
INUEPeNOENf VAR(SJ: 11 
V(SJ IN XPXa 9o Ma 84 
Dtlt:kMlNANfa 0 .635000oE-OJ 
RHO= O.Jo41977E+OO 
YC 1081= 0.8179'i99E+OZ 

INilEP.VAR. REVK .COfff. Slu.t:RR. T-kAT !u MtAN 

' 'lib) O.)b551J1E+OO 

' It~) CuNS o ... tiO 12ot: •oo 0 .~97't9oE-01 0.804559E+Ol O.oJ51JO.!E•OO 
( 116) SKfMP 0. 59o2J6E-OJ 0.440.H1E-03 0 e13539'tE +0 1 0 .'i'jCJ>JCJ.,E+OZ 
( d71 41DES O.ltl6Z31E:-Ol 0.25():U8E-01 o.l62J7of .. o 1 0. 7"t.2l't ()E-O i 
I StU STAff D .loJ6~0E +00 0.374934E-01 0 .ltJ6it2lE +0 1 O.ZJ825t.E-Ol 

' 8'1) Slf1PHA 0 .U542 5t:-01 0 .zoo 1761:-01 0 .z 215 !2E .. 01 o. U6.;05E+00 
( 'liD) SEPSVl 0.178785E+OO 0. Jltlt5i Ot:-01 0.518'151tE+Oi 0.17!»Sb'iE-Ql 
I 911 MKlMP -o. i3ol8oE-Oi 0.33 hJOE-0 1 0.2771tHE+Ol O. 71t~Jo9E-02 
( 921 o'fUl O.llJitOOE rOO O.J446o~t:-Ol O.lt~7044E•O' o .zzd ,,,.e-o 1 

' 93) o8/o9U 0 .llbOlbE +00 O.JOitlOitE-01 O.lt47:U 7f+Ol 0.4Z7l28E-Q1 

' 94) Mfi)STR -0.65'1118E-IH 0 .330~7SE-01 0.199561£+01 O.U!»o89E-Ol 
( 95) 8l•30 -0.8108J5E-Ol Oel4501t~E-Ol o.2Jit9o~tE+Ol 0 .25406lE:•OO 

RSWAR= 0.5711 RSQ• 0.6241 see~ o.3lZ4118E:-Ol SEf8AK= o.3512351E-Dl 

TSSs O.Z410J3oE+OO RSS• 0.906D80JE-Ol FSTAH 10, 11 .... 0 .U781.!7E+Oi 

~Aka -0.05J3 . ow sur: l. 3160 t<.HO: -0. 1132 lit 11 
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Table A-21 
Florida AFDC-Basic: Short Period Rejection Rate Equation (1st Stage) 

EI.IN ,.,U. It d3 O~SERVATlUIIIS lo-> lOtU 
OtP VAIH 1t1H: Kt: JR T 
INUEPEN~~NJ VARlS): o 
VCSJ IN XPX= 84 M• 84 
OETEK~lNANJ= 0.3518191E+OO 

INUEP.VAR. REGR.CUEFf. sro.EAA. T-RAHu Mt:AN 

lttU 0. 31o~98E+OO 

' 11 CUNS 0. ~It 71021: +00 O.oOoOd~l:-02 o. H2o9of +02 0 .1000001::+0 1 

' ;7) REVMON O.l72051E+OO 0. 27142 lE-O 1 O.o~3U8E+01 0. 't H W4E-O 1 

' 55J . oB/o92 0.50J558E-01 0.1787611::-01 O.l d1b9JE +01 0.1090JoE+OO 

' 5o) SEP SVl -0.121300E+OO 0 o390636E.-01 0.325B80l:+01 0 .1.204d2E-D 1 

' 3fH SEI' SVC. -o .uua11: +oo 0 .10't 702E-O 1 0 o lOb ltl'iE +02 O.J25J01E+OO 

' SOJ . SlMANT -o .1 ftd22 BE +00 0 .22t1274E-Ol ' o. 736958E+Ol Q ... h.l'tltoE-0 1 

RSQbAR= o.7291t RSI.I• o. 71t59 SEt= 0.3671552E-Ol SEEBAK• 0.381191o~-G1 

JSS• O.ltlt03223E+OO RSS• Ooll1tldoltE+OO FSUTC s, 7UJa 0. 4!)20!) l6E+Ol 

HBAR• -O.OG07 o .. sur: 1.2tl33 RHO: O. 36531tlt .. U 

Rho-corrected 

EI.IN NU. 4 dl 08!)EK VA Tl UN S 21-> lOdJ 
OEP VAtU 9U: KEJKT 
lNDEI'ENDENT VARl SJ: o 
VIS) IN XPX= 91 M= dlt 
DETI:kltlNANT= 0.3o95o01tf+OO 
RHO" 0.36~31tlt3E+OO 
Yl 108)= Ood17999~E+02 

I NOEP.V Ak • 

91) 

' 85) 
l tloJ 
' 87) 
l StU 
' 89J 
' 901 

C.uNS 
ktVI'ION 
od/6'12 
SEI'S V 1 
SEPSIIC 
SIHANT 

. . 
RE~ .C.OEFf. S TO.tltK. 

0.3Ji01t 7E+OO O.d4J.loOE-Ol 
O.l71930E+OO Oo33!i21t3t-01 
O. 729854E-Ol 0 .~2201t Jf-01 

-0.116676£+00 O.Jitl630E-Ol 
-O.l04l79E+OO Ool'tl~90E-Ol 
-o.l36lOOE+OO Oo2o3595E-Ol 

0.6255 

J-KATIO MEAN 

D .1 i'IU2E +00 

0.4020blc+Ol O.bllto;oE+OO 
O. HO 7't9E ~4U 4). JO, 7lbE-ol 
o.l28~9JE+D! o.ro0443E-Ol 
o.J41~2oE.Ol o.773~70E-Ol 
O. 732lb3E+Ol O.ZU4l7E+OO 
o.Sl6321E+Ol 0.2J21~1E-Ol 

TSs- O.l.t9iild5E+OO RSS• O.ll9dlloSE-01 FSTATC 5, 7ola Q.l>3~1loE+02 

HSAR• Oo019S DW SJ AT.: 2.0641 
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Table A-22 
Florida AFDC-Basic: Short Period Closing Rate Equation (1st Stage) 

f;wN NO. 3 dl il6Si:RVATJUNS 26->.101U 
UEP VARI llJ: CLUSRT 
INDEPENDENT VAKC SJ: b 
VI SJ IN XPX= 84 M= lt4 
OC:Tt:IUUNANT= 0.2boo727E-Ol 

INOEP.VAR.. 

' 111 

I 11 
I Sol 
' b4J 
I 621 
I 521 
' bll 

CUNS 
St:P SVl 
Rt:V ENLJ 
SKEMP 
30+1/3 
IBM 

T-RAT lU 

O.l;~SJSE-01 0.4~lo72E-Ol 0.3241tJ1E+01 
0.~>78HE-01 0.48>071E-02 O.ll5002E+02 
0.243072E-Ol Oo442606E-02 0.5491tt5E+01 
0.98o074E-O't' OolbO'tllE-04 0.27J5o1E+01 

-0.67o419E-02 O.loJ5l9E-D2 0.41J6l9E+Ol 
-o.104697C:-01 O.l99803t.-Ol 0.261872E+Ol 

RSioiSAR= 0.68o1 H.Sw• 0.7052 

MEAN 

0.2l996~E-01 

0.100000E+01 
0.1201td2E-01 
o.210csHE-D1 
o .1>ut>l4E+O J 
Oeb5060lE+OO 
O.lOitiU9E-Ol 

TSS= 0.~96ll98E-02 'RSS• 0.17572J3E-02 fSJATt 5, 77j= 0.36~4261£+02 

MBAK= 0.0310 Dill STAT:· 1.7640 RHO: 0.11367791 

Rho-corrected · 

EI.IN Nu. 3 .,2 U6~ERVAT1u,-.~ l 27-> lOdJ 
OEP VARI 911: CLUSRJ 
INOt:~EN~t:Nl VAkiSJ: 6 
VISJ IN XPXa 91 M=.~4 
Dl: 1ERHI1-.ANT= 0.2 d0473'1E-02 
RHO= OollJ671'1E+OO 
VI 1081= O.ttlJ9999E+02 

.1 NOt: I". VAR. H.Elik .COEff. STD.I:kk. T-KATIU MEAN 

9U 0 .246~3 lE-D 1 

c d!)J LLiNS 0. 1 o41t3 dE-01 0.53ut.91E-Ol 0.30ol93E+Ol 0. 8dc.J.!.ZE+OO 
c dbJ SEPSH 0.500960E-Ol 0.41459JE-Ol O.lldl'idt+OZ 0 .lOttOooE-D 1 
I dlJ ttcVEN&l 0 ol4J521E-01 0 .It 55 lt4 SE-Ol O. 5346~8E +0 1 0.18'H!Il.E-01 
t 8dl SKEMP 0.97041l4f-01t 0 .J9l03ol-Oit 0.2't75!)0E+Ol O.lJYOIJ/E+Ol 

' 891 JO+ lll -o.o~2257t-o2 O.hObJdE-02 0. J 1t32l8E +0 1 0. ~d50o2t: +00 

' 90) 1 tiH -O.l07460.E-Ol 0.41J579E-02 0.259UlE•01 0 .l8J 150E-D 1 

RSI.IiSAR• 0.6'125 R~Q• 0.1115 SEE= 0.45~275~f-Ol SEESAK= Oolt lldo72E-02 

rss: o.5~t64~1~E-02 KSS= O. lb'l2206E-02 fSTAH 5, loJ= 0 •. H41i04'tE+02 

M8AR•. 0.0321 0• SlAT: .2.1510 HHO: -0.070o7l'tlt 
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Executive Summary 

In April 1973, the Department of Health, Education, and Welfare 

(HEW) instituted a policy that tied fiscal sanctions directly to rates 

of ineligibility and overpayment in the Aid to Families with Dependent 

Children (AFOC) program. The developnent of the new "Quality Control" 

sanctions clearly reflected an increased level of commitment on the 

part of HEW to error reduction and the elimination of potential fraud 

and abuse in the program. 

While many states had been admittedly lax in their approaches to 

quality control throughout the 1960s and very early 1970s, the 

announcement of a federal sanctions policy prompted states to respond 

to HEW's initiative by implementing a full range of corrective actions 

intended to reduce their measured error rates. Although the specific 

corrective actions developed and subsequently implemented differed 

substantially between jurisdictions, the goals remained the same -- to 

reduce fraud, abuse, and administrative error, and to mitigate the 

potential for incurring fiscal penalties. 

Since the introduction of the HEW sanctions policy, measured 

error rates have declined in virtually all jurisdictions, and in some 

jurisdictions dramatically. In 1979, however, it was still unclear 

precisely how various corrective actions affected AFDC caseload and 



expenditure levels. While it was generally recognized that a wide 

range of factors interact to generate a monthly caseload in each AFDC 

jurisdiction, the independent impact of corrective actions themselves 

remained unknown and unmeasured. Have the majority of corrective 

actions, for instance, acted to reduce the number of applications 

received by welfare agencies, to raise the proportion of applications 

that are rejected, or have the corrective action programs tended to 

increase the proportion of active cases removed from the public 

assistance rolls? Indeed, have the corrective action programs 

affected caseload levels and expenditures at all? 

In order to determine what the true impact of corrective actions 

has been on the AFDC program, the Public Assistance Data Analysis 

Laboratory at the Social Welfare Research Institute (SWRI), Boston 

College, conducted a series of studies in six jurisdictions: Upstate 

New York, New York City, the California counties of Los Angeles, 

Alameda, and San Diego, and the State of Florida. Through both 

qualitative and quantitative methods of analysis, the research staff 

attempted to isolate and measure the independent impacts of quality 

control induced corrective actions on the caseloads and expenditures 

of these six carefully selected jurisdictions. The six were chosen in 

cooperation with the Division of Family Assistance Studies of the 

Department of Health and Human Services, the agency funding the 

research. 
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An Overview of the Research Methodology 

While the first stage of the research involved detailed 

interviews of AFDC program administrators in order to provide expanded 

information about the characteristics and operation of the various 

corrective actions, by themselves these interviews could not provide 

accurate quantitative estimates of the independent impact of these 

activities. To accomplish this, individual multi-equation time series 

econometric models were constructed for each of the jurisdictions 

involved in the study. Similar models, first constructed by SWRI in 

the mid 1970s, have been used to quantitatively estimate the 

individual contributions of a wide range of economic, social, 

political, and administrative factors to changes in caseload and 

expenditure levels. These factors included changes in relative 

benefit levels, economic and employment opportunity conditions, and 

most important for this research, changes in administrative factors 

such as corrective actions. 

The SWRI methodology of analyzing caseload and expenditure 

dynamics begins with the disaggregation of the caseload into a 

mathematical identity that contains several individual equations. In 

the most disaggregated version, regression equations are estimated for 

each of the following components of the "caseload identity:" 

1) Applications Received 
2) Application Processing Rate 
3) Acceptance (Rejection) Rate 
4) Closing Rate 

Using this methodology the determinants of each component can be 

estimated, focusing explicit attention on the corrective actions 
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implemented in each jurisdiction. This permits us to provide accurate 

quantitative estimates of the impact of these activities on the 

separate components. In this manner, the ability to model the 

dynamics of the AFDC program is greatly enhanced, for a large number 

of independent factors, including corrective actions, can enter the 

model and each can be statistically evaluated. 

Once the caseload component equations have been estimated, it is 

necessary to reaggregate the caseload identity from its estimated 

component parts. This is accomplished with a computer simulation 

program that uses the values of estimated relationships between the 

caseload components and their determinants and all exogenous or 

predetermined data to produce simulated estimates of actual caseload 

and expenditure levels. 

One further step is necessary to evaluate the independent impact 

of the various corrective actions. 11 Counterfactual 11 simulations are 

run which, in effect, remove the corrective action related factors 

from the equation system. This process yields a set of counterfactual 

caseload and expenditure estimates. In essence, these estimates 

reveal ~nat the caseload and expenditures would have been had 

corrective actions not been undertaken. The difference between the 

original simulated caseload and expenditure estimates and the 

counterfactual estimates indicates the independent impact of 

corrective actions. 
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Major Findings 

The major findings of this research are presented in Tables 1 and 

2. Table 1 indicates the total impact of all corrective action 

related factors (incorporated into each jurisdiction's AFDC model) on 

caseload and expenditure levels for three points in time. It 

presents, in order of increasing magnitude, the percentage reduction 

in each jurisdiction's caseload and expenditures attributable to 

corrective actions alone. In effect, these percentage estimates 

represent the caseload reduction impact of corrective actions relative 

to our best model estimate of actual caseload. As such, they indicate 

how much higher the caseload would have been had corrective actions 

not been undertaken. 

Table 2 indicates the total impact of all corrective action 

related factors on cumulative expenditures over three time periods 

(i.e., between the beginning of the simulation period in a 

jurisdiction and December 1974; between the beginning of the 

simulation period and December 1976; and over the entire simulation 

period). Again, these percentage estimates indicate how much higher 

total cumulative expenditures would have been had corrective actions 

not existed. 

As these tables indicate, corrective actions have had highly 

variable effects on AFDC caseload and expenditure levels, but in 

almost all cases they have been highly successful in reducing these 

levels. 
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Table 1 

All Jurisdictions 

Percent Reduction in Cases Receiving Assistance 

Due to Corrective Actions 

At Final 
Sinulation 

Jurisdiction at 12/74 at 12/76 Period"~'~ 

Alameda County 8.6io 3.6io l.Oio 

San Diego County 10.1 8.6 7.2 

l.Ds Angeles County 8.9 6.0 15.0 

Upstate New York 10.0 14.9 16.0 

New York City 5.7 18.9 31.3 

Florida 35.6 46.7 52.5 

-/( The final sinulation period varies by jurisdiction because of 
data availability: Upstate New York and New York City (12/78), 
San Diego COLmty (6/79), l.Ds Angeles County (9/79), Alameda 
County and Florida (12/79). 
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Table 2 

All Jurisdictions 

Percent Reduction in Q.mulative Expenditures 

Due to Corrective Actions 

By Final 
S:i.niulation 

Jurisdiction by 12/74 by 12/76 Period~' 

Alaneda County 5.1% 5.4% 3.6/c 

Los .Angeles County 3.2 4.9 7.1 

San Diego County 4.0 7.5 7.5 

Upstate New York 7.3 9.4 12.3 

New York City 3.4 8.6 14.7 

Florida 13.8 25.6 36.6 

* The final sim.llation period varies by jurisdiction because of 
data availability: Upstate New York and New York City (12/78), 
San Diego County (6/79) , Los Angeles County (9 /79) , Alameda 
County and Florida (12/79). 
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Exclusive of the Florida results[*], the impact of corrective actions 

on caseload ranged from a mere one percent to over 31 percent, with 

Alameda County representing the low end and New York City the high end 

of the distribution. The reason for this differential variability is 

that while some corrective actions tend to have only short-term 

"implementation" effects, others produce long-term results. 

In the case of Alameda County, we found that the only corrective 

action variable to significantly affect caseload and expenditure 

levels was a short-term (25 month) monthly reporting variable. The 

monthly income and eligibility reporting system requires that all 

recipients complete a computer generated form each month on the basic 

factors affecting their eligibility and grant. In effect, the monthly 

reporting form is used to recertify the entire caseload on a monthly 

basis. Failure to complete the form results in the termination of 

aid. Since the introduction of such a system acts as a type of 

exogenous "shock" to the true underlying determinants of program size 

and cost, it is not surprising to find that it had a significant 

initial impact in caseload reduction. However, it appears that as the 

welfare population in Alameda became more familiar with reporting 

requirements and deadlines, recipients were less apt to have their 

cases administratively closed for failure to comply. As the 

requirements became more of a permanent fixture of the AFDC program, 

[*] The data used in the Florida model were of much lower 
quality than the remaining five models. As a result, we urge great 
caution in the interpretation of these results. We ourselves have 
very little confidence in them. 
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they represented less of an obstacle to the ongoing receipt of aid. 

While the monthly reporting system had only an initial {or 

start-up) impact on caseload and expenditure levels in Alameda, in San 

Diego and Los Angeles we found that this system had a continuing or 

ongoing effect. In Los Angeles the impact of the program on the 

caseload has been a function of two separate effects, one which 

partially counteracts the overall caseload impact of the other. 

First, monthly reporting directly affected the closing or termination 

rate because it led to a greater number of closings. However, many of 

the recipients that had their cases terminated returned within three 

months to reapply for assistance. Monthly reporting has therefore 

resulted in an increased level of "churning", or opening/closing 

cycling, in the program. While the number of closings has been 

greater with monthly reporting, reapplications, and consequently the 

number of openings have been greater as well, resulting in a smaller 

realized impact on the caseload. Nevertheless, the effect of monthly 

reporting continues to be felt in these two counties years after its 

implementation. 

Other corrective actions that contributed significantly to 

caseload and expenditure reduction included policies directed at 

tightening the process of initial aid determination. Specifically, i~ 

Los Angeles County and Upstate New York, the implementation of tighte~ 

application procedures was responsible for nearly three-fourths of all 

corrective action induced caseload reduction. These policies allowed 

for the more thorough verification and documentation of factors 

affecting eligibility, and therefore reduced potential caseload growth 
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by limiting access to AFDC. 

With the exception of Florida, corrective actions appear to have 

had by far the most powerful impact on the New York City caseload. 

The City's fiscal crisis of 1974-1975 played an important role in 

forcing the welfare administration to take steps to sharply reduce 

AFDC benefit expenditures. Facing a severe fiscal crisis during the 

period, New York City utilized a wide range of corrective actions to 

remove ineligible recipients from the active caseload and to preclude 

ineligible and possibly some marginally eligible recipients fro~ 

gaining access to AFDC. Entire caseload recertification programs, 

more frequent and thorough individual case recertifications, and 

tighter controls in initial aid determination were significant 

contributors to caseload and expenditure reduction in New York City. 

Overall, the most significant corrective actions with respect to 

caseload and expenditure reduction in the six jurisdictions studied 

have been tighter application procedures which limit additions to the 

AFDC caseload, monthly income and eligibility reporting which 

recertifies each AFDC family on a monthly basis, and large-scale 

recertification programs which verify continuing eligibility of all 

recipients on an intermitent basis. 

These results suggest that implementation of the Quality ControJ 

Program has not only led to measured reductions in error rates, but 

more importantly has led to real reductions in caseload and 

expenditure levels. How much further these can be reduced by more 

strenuous implementation of "Quality Control" cannot be determined, 

although we see the need for using caution before becoming overly 
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zealous in attempts to cut caseload and expenditure levels much 

further through these mechanisms. This might only occur by 

eliminating from the rolls families who are rightfully enrolled in the 

program. In the past, this has only led to extremely high and costly 

caseload "churning" effects that benefit neither AFOC recipients nor 

the goals of Quality Control. 
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