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Executive Summary

Purpose

Government agencies have conducted computer matching programs in
recent years in an effort to stem fraud, waste, and abuse in federa) benefit
programs. These agencies justified their activities by estimating projected
savings to be in the billions of dollars, but often lacked adequate data or
analyses to support those estimates. To provide improved analyses of
these programs and to protect individuals’ privacy, the Congress passed
the Computer Matching and Privacy Protection Act of 1988.

Concerned about how agencies have implemented the act, the Chairman
of the Subcommittee on Government Information, Justice, Transportation
and Agriculture of the House Committee on Government Operations
requested that cao determine how agencies have implemented the
Computer Matching and Privacy Protection Act of 1988. To address this
issue, GaQ identified 71 computer matching programs at 14 federal
agencies, involving 447 separate matching agreements. GAO reviewed 277
of these agreements in detail to determine whether they included elements
required under the act. Gao specifically examined the cost-benefit analyses
included in these agreements and assessed the quality of these analyses. In
addition, GAO interviewed 54 officials from the affected agencies, including
Board members, to gather information on how computer matches were
processed, approved, and reviewed.

Background

Computer matching is the identification of similarities or dissimilarities in
data found in two or more computer files. Agencies conduct computer
matching for two main purposes: to establish or verify applicant and
recipient eligibility for federal benefit programs and to recoup payments
or delinquent debts under such programs. Matches have been hailed by
proponents as a means of detecting and preventing fraud, abuse, and error
in federal government benefit programs. Opponents of computer matches
remain concerned about the conclusiveness of their findings, the quality of
the analyses establishing their costs and benefits, the safeguarding of
individual privacy, and the decision-making processes agencies employ in
planning and processing matches.

GAO published two reports in 1986 that addressed cost-benefit analyses and
the planning and processing of computer matches.! One of these reports
provided conceptual criteria to assist agencies in identifying and
estimating the costs and benefits that should be considered. The other

!See Computer Matching: Assessing Its Costs and Benefits (GAO/PEMD-87-2, Nov. 10, 1986) and

Computer Matching: Factors Influencing the Agency Decision-Making Process {GAQ/PEMD-87-3BR,
Nov. 10, 1986.}
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Executive Summary

report documented the need for guidance in planning and processing
computer matches.

Results in Brief

The quality of the cost-benefit analyses being performed needs
improvement. In 41 percent of the matching agreements GAO reviewed,
agencies either had not developed any estimates of costs and benefits or
had estimated one but not the other. In cases where both costs and
benefits were estimated, Ao found little support for the agencies’
estimates. Where documentation was available, only some of the
responsible agency’s own direct, quantifiable costs and benefits were
included. Accounts of costs and benefits to other agencies and to the
public were often missing from the analyses, and qualitative costs and
benefits (especially contributions to deterrence) were not well
documented.

Although the act generally became effective on January 1, 1990, at the time
of our review, the Office of Management and Budget (oMB) had not issued
specific guidance to agencies on conducting cost-benefit analyses. As a
result, agencies are using substantially different methodologies to identify
and calculate costs and benefits.

To date, agencies have made changes in planning and processing
computer matches through newly established Data Integrity Boards.
However, despite these changes, agencies generally were not providing
full and earnest reviews of proposed matches. In addition to the probiems
with cost-benefit analyses already cited, Ga0 did not find any instance in
which a Board permanently canceled an ongoing matching program or
refused to approve a newly proposed one as a result of this new process
(although Gao did find one case in which a program was temporarily
suspended) nor did Ao find evidence that the requirements of the act
were used to determine if a match should be approved. Further, the
implementation of these new procedures does not appear to have had
major effects on the most important review process; that is, the decision to
conduct the match. Most Boards initially met quarterly to ensure
compliance with applicable laws and guidelines; they now meet less
frequently, on an ad hoc basis, and tend to route correspondence to
approve or review matching agreements, rather than meet face-to-face.
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Executive Summary

Boards Approved Matches
Lacking Adequate Analyses

Ga0 found that the Boards generally accepted agencies’ and states’
cost-benefit analyses despite their severe methodological flaws and lack of
documentation. In 76 (or 27 percent) of the 277 computer matching
agreements GAO reviewed, agencies made no attempt to estimate either the
costs or benefits of the computer matches before approving them,; in an
additional 39 cases (14 percent), only costs or benefits were estimated.
GAO did not find any evidence that the missing cost and benefit data were
later made available for use by the Boards in considering whether to
approve matching agreements. The federal agencies contacted had no
documentation to support the analyses performed by states—which means
that the Boards could not have adequately assessed the states’ analyses
before approving these matches.

There were some exceptions to this generally bleak cost-benefit
environment. For example, the Department of Health and Human Services
did provide supporting documentation showing retrospective evaluations
of their matching programs, but it was the only agency to do so. Similarly,
Treasury’s Bureau of Public Debt was the only agency that provided us
with documentation supporting the tracking and collection of
overpayments.

Cost-Benefit Analyses
Lacked Quality

In the 162 cases (59 percent) where both costs and benefits were
estimated, not all reasonable costs and benefits were considered,
inadequate analyses were provided to support savings claims, and no
effort was made after the match to validate estimates. Gao found that
federal agencies accepted states’ claims in computer matching agreements
at face value and did not collect and maintain supporting documentation
for states’ cost-benefit analyses. These facts are significant because only
federal agencies are required to have Data Integrity Boards. Gao found that
states are using a broad range of methodologies that varied in the number
of cost and benefit elements identified. Further, the documentation often
failed to show how costs and benefits were calculated or the time period
for expected savings. In addition, the agencies did not discount the value
of money over time and rarely estimated the most significant costs, such
as collections and recovery of overpayments.
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Executive Summary

Data Integrity Board
Operations

Recommendations

Agency Comments

All 14 of the agencies that participate in computer matching programs
have established Data Integrity Boards as required by the act. The Boards’
primary purpose is to review and provide final approval of computer
matching programs. Lower level staff conduct the actual planning of
computer matches.

The system of planning and processing matches has seen such changes as
standardization of language, establishment of Data Integrity Boards, and
the inclusion of cost-benefit analyses. These changes, however, apparently
do not represent a full and earnest review of matching agreements to
determine whether to proceed with proposed matches, but rather a
regularization of the approval process. For example, Gao found that no
matches have been disapproved because of the act’s cost-benefit
requirements, even when those analyses were deficient or, as in the case
of two matches in one state, clearly wrong. Given the apparently weak
level of review in this area, it is logical to question the seriousness of
reviews in other areas. Some proposed matches may have been dropped
by staff before being submitted for Board review in anticipation of a
negative decision, but GA0 could not estimate the number of such cases.

GAO recommends that the Director of the Office of Management and
Budget expedite the publication of minimum standard criteria for
cost-benefit analyses and specify which cost and benefit elements must be
included. Further, the Director should instruct agencies to establish
procedures to track costs concurrently and measure costs and benefits
retrospectively to determine whether estimated benefits are actually
achieved.

GAO received written comments from the Office of Management and
Budget and informal comments from the other agencies mentioned in this
report. oMB officials generally agreed with the recommendations and
stated they “will soon undertake to prepare guidance on conducting
cost-benefit analyses of matching programs.” Technical comments from
OMB and the other agencies were incorporated into this report where
appropriate. A copy of OMB’s comments is included as appendix V.
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Chapter 1

Introduction

Background

Federal agencies have participated in dozens of computer matching
programs in recent years, claiming that matches constitute an effective
weapon in the battle against fraud, waste, abuse, and error in federal
programs. Within the current climate of funding limits and tighter control
of resources, more attention has been focused on whether program
benefits are distributed appropriately to eligible program recipients. In
1986, we estimated that erroneous program benefit payments totaled
several billion dollars annually.! The increased use of computer matching
has been one response to this problem.

Reports of successful matches that provide figures on savings and
avoidance of costs, or note large favorable cost-benefit ratios, help
promote wider agency use of computer matching. These reports generate
favorable publicity for computer matching that contributes to new
matching initiatives.

However, opponents of computer matching remain concerned about the
true size of benefits, the quality of cost-benefit analyses used to support
proposed matches, the legality or constitutionality of matching (especially
in regard to privacy protection and how agencies decide to conduct
matches), and the decision-making processes agencies employ in planning
and processing matches.

Definitions

Computer Matching

Recipient and Source Agencies

Computer matching is the identification of similarities or dissimilarities in
data found in two or more computer files. It involves the
computer-assisted comparison of two or more automated lists or files to
identify inconsistencies or irregularities between the lists or files. For
example, the Department of Education’s list of delinquent student loans is
cross-checked with lists of federal employees to identify student loan
defaulters who work for the federal government. Comparisons can involve
the matching of names, Social Security numbers, addresses, government
contract numbers, or other perscnal identifiers.

Participation in computer matching programs involves both a recipient
agency and a source agency. A recipient agency is one that receives
information contained in a system of records from a source agency for use
in a matching program. A source agency is one that discloses information

1See Computer Matching: Factors Influencing the Agency Decision-Making Process
(GAO/PEMD-87-3BR, Nov. 10, 1986).
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Statutorily Required and
Self-Initiated Matches

Matching Agreements and
Matching Programs

contained in a system of records to be used in a matching program, These
entities may be federal, state, or local government agencies as well as
contractors for such agencies.?

Any agency, whether recipient or source, may be involved in two types of
matching programs. The programs may be statutorily required, or they
may be initiated by the agency. In the latter case, they are referred to as
self-initiated matches. Although not specifically required by law,
self-initiated matches are authorized by the responsible agencies in order
to efficiently manage their financial resources. In some cases, self-initiated
matches may be used to meet statutory requirements (for example,
eligibility verification) for which computer matching, while not specifically
required, is the most efficient method available. For the purposes of this
study, we accepted the determination of the agencies and their legal
counsels on whether or not a computer match was statutorily required.

A matching agreement is the document that authorizes a match between
the source and recipient agencies. A matching program is composed of
one or more agreements to conduct a match for a specific purpose, such
as establishing eligibility for benefits under a given program.

Increased Use of Computer
Matching

The federal government conducted its first major computer matching
program in 1977, although smaller efforts had occurred earlier. In that
year, the Department of Health, Education, and Welfare used computer
matching to detect overpayments in its Aid to Families With Dependent
Children (ArDC) program. This effort, entitled “Project Match,” compared
the records of approximately 78 percent of all recipients of Arnc with
payroll records of about three million federal employees to detect those
who might be illegally drawing welfare payments. In the District of
Columbia alone, this program identified over $330,000 in possibly
incorrect payments being made to individuals.

After Project Match, inspectors general in various agencies adopted
computer matching as an audit tool to detect fraud, error, or abuse in
federal benefit programs. For example, the Inspector General at the
Department of Agriculture conducted several computer matches of Food
Stamp program records with other welfare benefit programs in selected
states to determine whether ineligible individuals were receiving food
stamps.

%See Public Law 100-503, section 5, subsecticns 9 and 11, Oct. 18, 1988.
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Owing in part to new statutory provisions and in expectation of realizing
program savings, both federal and state government agencies have
dramatically increased their use of computer matching programs since
1980. Although the precise number of matches that have been conducted
is difficult to determine because of the lack of a comprehensive reporting
mechanism, the Office of Technology Assessment (0TA) testified that the
number of computer matches nearly tripled between 1980 and 1983. oTa
also conducted a survey on 20 percent of the federal-tevel computer
matching programs that were carried out between 1980 and 1985. Even
within that limited number of matching programs, agencies had exchanged
7 billion records. Moreover, as we reported in November 1986, estimates
of the magnitude of computer matching benefits reported ranged from $4
to $54 for each $1 spent on a match.

Purposes of Matches

The overwhelming majority of computer matches today are done for debt
collection purposes or to determine eligibility for federal or state benefit
programs. Only 5 of the 446 matching agreements we identified were
conducted for other reasons. The U.S. Postal Service conducts two
matches to detect criminal activities of its employees, the Department of
Defense conducts two matches to ensure that reservists who occupy
critical positions as civilians are not selected for emergency mobilization,
and the Department of Education conducts a match with the Selective
Service System to ensure that Pell grants are not given to otherwise
eligible individuals who have not met Selective Service registration
requirements.

Legislation and Guidelines
Affecting Computer
Matches

In 1979, the Office of Management and Budget (oMB) issued guidelines for
computer matching programs.? The guidelines were designed to help
agencies relate the procedural requirements of the Privacy Act of 1974 to
computer matching programs that involved the disclosure of personal
records subject to the act. In addition to their extensive reporting
requirements, the guidelines required the performance of a cost-benefit
analysis before conducting a match.

OMB revised the guidelines in 1982 because inspectors general and others
who performed matches subject to the guidelines argued that they were
overly burdensome and unrealistic. oMB eliminated the cost-benefit
analysis as a prerequisite to a match and streamlined the reporting
requirements, reasoning that it was appropriate for agencies to conduct

3“Privacy Act of 1974: Supplemental Guidance for Matching Programs,” 44 Fed. Reg. 23138 (1979).
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cost-benefit analyses of matches but that these analyses should be viewed
as only one of several components of decision-making.

In 1983, oMB developed a computer match checklist for agencies initiating
matches subject to the Privacy Act. The primary purpose of the checklist
was to ensure compliance with the procedural regulations of the Privacy
Act. It included an item requesting an estimate of the likely costs and
benefits of a match. The checklist did not identify the specific costs or
benefits that should be included nor how they should be analyzed and
reported.

By the time oMB had developed its checklist, the number of computer
matching programs had increased substantially. Not only were agencies
initiating matches on their own, but statutory provisions required agencies
to exchange personal information. In most instances, these requirements
were being accomplished through computer matching programs.

The most extensive matching program specifically authorized by the
Congress is the Income Eligibility Verification System, mandated by the
Deficit Reduction Act of 1984. (This eligibility verification system includes
such programs as State Data Exchange (sDX), Beneficiary and Earnings
Data Exchange (Bendex), and Disclosure of Information to Federal, State,
and Local Agencies (DIFSLA).) Under this program, the Supplemental
Security Income program of the Social Security Administration (Ssa) as
well as state agencies administering the AFDC, Food Stamp, Medicaid,
federal unemployment compensation, and Social Security adult assistance
programs, must request and use unearned income data from the Internal
Revenue Service to determine the eligibility of applicants and recipients.
States use this information to determine whether applicants or recipients
have unreported assets or income earned in excess of the amounts
allowed under federal benefit programs.

Finally, the Congress passed the Computer Matching and Privacy
Protection Act of 1988 to regulate the use of computer matching by federal
agencies. The act addresses the controversial topics identified in our
earlier reports on computer matching by requiring that

the privacy of data used in computer matches be protected;

agencies complete cost-benefit analyses on all computer matches and
report annually on their findings, unless the matches were exempted by
law,
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Objectives, Scope,
and Methodology

Data Integrity Boards be established to approve and review computer
matches; and
0oMB develop guidelines and regulations for computer matching programs.

The act also requires OMB to consolidate the information reported by
agencies in a report to the Congress—annually for the first 3 years after
enactment of the statute and then biennially. This report is to include
detailed information about costs and benefits of matching programs and
identify any waivers of cost-benefit analysis requirements. The act does
not specify what cost and benefit elements should be included, but it does
state that the matching agreements should include specific estimates of
any savings. Moreover, in discussing this provision, a congressional
committee report stated that the commitiee intended that certain criteria
be used, to the greatest extent practical, in any cost-benefit analysis. The
committee specified, for example, that “all identifiable cost elements
should be included in the analysis,” and that “a realistic assessment of the
benefits—suitably discounted to reflect the time value of money—is also
required.”

The House Subcommittee on Government Information, Justice,
Transportation and Agriculture of the Committee on Government
Operations asked us to conduct a study to evaluate how well federal
agencies conduct computer matching programs. Specifically, we were
asked to address the following evaluation questions: (1) How have
agencies implemented the Computer Matching and Privacy Protection Act
of 1988 regarding the planning and processing of computer matching
programs? (2) How are the Data Integrity Boards operating in agencies?
(3) How have agency Boards implemented and reviewed cost-benefit
analysis requirements for computer matches? (4) What is the quality of the
cost-benefit analyses developed for use by the Boards? (5) As a result of
cost-benefit analyses required by the act, have agencies identified any
statutory or other computer matching programs that are not
cost-beneficial? (6) How have agencies documented the deterrent effect of
computer matching?

To accomplish our objectives, we reviewed the 1988 act, as amended, and
oMB final guidance regarding the implementation of computer matching

“Computer Matching and Privacy Protection Act of 1988, H.R. 100-802, Committee on Government
Operations, July 27, 1988.
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programs,® We also reviewed copies of our previous reports issued in this
area and the House report cited above. In addition, by contacting each
federal inspector general’s office, we identified 71 separate computer
matching programs, with a total of 447 matching agreements.® Of the 71
programs, 59 had one agreement for each program; the other 12 programs
each had multiple agreements. Of the 59 single-agreement programs, 54
were between two federal agencies; the remaining 5 were between federal
and nonfederal entities. Table 1.1 identifies the 447 matching agreements
by source and recipient agency. (Appendix I lists the 71 matching
programs, source and recipient agencies, number of matches, and whether
or nhot they were statutorily required.)

Table 1.1: Number of Matching

Agreements in Which Each Agency

Was the Source or Recipient?®

.|
Number of agreements

Source Recipient
Department or agency agency agency
Agriculture 3 0
Detense 6 22
Education 3 3
Health and Human Services 140 159
Housing and Urban Development 2 3]
Justice 9 0
Labor 3 0
Office of Personnel Management 9 3
Postal Service 5 8
Railroad Retirement Board 4 46
Selective Service System 0 1
Small Business Administration 2 0
Treasury 63 0
Veterans Affairs 4 10
States and Territories 194 182

an fewer than a dozen cases (including all six at Education), agencies disagreed about which
was the source and recipient agency. We did not try to make a formal determination in these
cases, and consequently, our allocation of the agreements into these two categories should not
be regarded as definitive.

58ee “Privacy Act of 1974: Final Guidance Interpreting the Provisions of Public Law 100-503, Computer
Matching and Privacy Protection Act of 1988; Notices,” 54 Fed. Reg. 25818 (1989).

We counted BENDEX and SDX as separate agreements although they are included in the same
agreement instrument with each state or territory.
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We then obtained and reviewed copies of 277 of these matching
agreements.” We used the data collection instrument shown in appendix I
to systematically compare the requirements of the 1988 act with these
agreements.

We also selected a stratified random sample of these computer matching
agreements to determine the quality of cost-benefit analyses. For this
sample, we asked the federal officials responsible for these matches to
provide us with documentation to support the cost-benefit analyses that
they had included in the computer matching agreements. However, the
officials involved in federal-state matches told us they did not have that
information. Consequently, we made the same request of the state agency
officials, who provided us with those data. We also identified the computer
matches for which agencies claimed a deterrent effect to examine the
methodologies agencies used to document deterrence.

Additionally, we conducted interviews with 54 agency officials who served
on Data Integrity Boards or who were directly responsible for the
preparation of the cost-benefit analyses included in the computer
matching agreements. We asked them (1) how they perceived the act had
affected their matching programs; (2) if they had used criteria from the act
or some other specific methodology to develop cost-benefit analyses and
to provide supporting documentation; (3) if they had used retrospective
studies to determine whether the expected savings outlined in the
cost-benefit analyses had been realized; and (4) how they had ensured
they were adequately irnplementing the other requirements of the act.

We discussed these topics with officials at the Departments of Agriculture,
Defense, Education, Health and Human Services, Housing and Urban
Development, Justice, Labor, Treasury, and Veterans Affairs, the Office of
Personnel Management, the Postal Service, the Railroad Retirement
Board, the Selective Service System, and the Small Business
Administration, and we have addressed their comments and incorporated
them in our report where appropriate. Our review focused on matches
between federal agencies and matches between federal and state agencies
that were effected after January 1, 1990 (the effective date of the act).

"The total number of matching agreements is 447; however, we reviewed only a model agreement for
three programs: SSA/Prisoner match, SSA/Wage Unemployment Compensation match, and Health Care
Financing Administration/Beneficiary State Tape match. Further, we received only one agreement for
the 85A/Medicaid match and the HUD-OPM/3-state match. These programs account for 107, 33, 22, 5,
and 3 agreements, respectively. Subtracting these 170 agreements from the total of 447 produces the
277 agreements we reviewed in detail.
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Report Structure

Finally, we contacted officials at oMB and discussed their policies cn
computer matching. We specifically asked them how they interpret the
1988 act, as amended, and to describe what they considered their
responsibilities to be under the act.

We conducted our field work in accordance with generally accepted
government auditing standards between July 1991 and October 1992. We
obtained written comments on a draft of this report from oMB and informal
comments from the other agencies mentioned in the report.

Our analysis of how agencies have implemented the act in terms of the
planning and processing of matches and the operation of Data Integrity
Boards forms the basis for chapter 2. Chapter 3 addresses how agencies
have implemented and reviewed cost-benefit analyses and discusses their
cost-beneficiality and deterrent effects. Chapter 3 also includes our
conclusions and recommendations.
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Chapter 2

Planning and Processing of Computer
Matches and Operation of Data Integrity

Boards

Planning and
Processing of Matches
Under the Act

In this chapter, we answer our first and second evaluation questions:

(1) How have agencies implemented the Computer Matching and Privacy
Protection Act of 1988 regarding the planning and processing of computer
matching programs? and (2) How are the Data Integrity Boards operating
in agencies?

The act sets forth specific requirements for matching agreements. These
include:

a statement of the purpose and legal authority for the match;
Jjustification for the program and anticipated results, including a specific
estimate of any savings (e.g., cost-benefit analysis);

description and estimate of the number of records to be matched, along
with starting and completion dates;

procedures for providing notice to applicants and recipients;
procedures for verifying information;

procedures for retaining and destroying records;

procedures for ensuring the physical security of records;

prohibitions on duplication and redisclosure of records;

procedures on use, return, and destruction of records;

assessment of the accuracy of records; and

access to records to verify compliance with the agreement.

These requirements are described in further detai! in appendix II, which is
a copy of our data collection instrument. Using this instrument, we
compared all 277 computer matching agreements with the requirements
set forth in the act. (We did not directly observe agencies’ computer
matching activities or verify the accuracy of their data.}) We then
interviewed agency officials and, based on our earlier analysis, compared
implementation before and after passage of the act.!

While we found that all the agreements contained each of the required
elements as outlined in the act (except for the cost-benefit analyses, as we
discuss in chapter 3), we did not find evidence that these requirements
were used to determine whether a match should be carried out.

Furthermore, we found no case in which implementation of the act has led
to permanent discontinuance or major modification of a computer

'See Computer Matching: Factors Influencing the Agency Decision-Making Process
{GAO/PEMD-87-3BR, Nov. 10, 1986).
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Chapter 2

Planning and Processing of Computer
Matches and Operation of Data Integrity
BRoards

Operation of Data
Integrity Boards

matching program by any of the agencies.? In part, this reflects the fact
that 64 matching agreements were regarded by agency officials as required
by law. However, that still leaves 383 matching agreements in self-initiated
programs. Continued approval of these matches may reflect the fact that
most have been in effect for a number of years and are regarded as
routine. In addition, the elements of these matches may have been
modified in response to the requirements of the act, and other proposed
matches may have been withdrawn before being presented to the Board.

Overall, we found that the most notable effects of the act on the planning
and implementation of computer matches across the agencies appear to
be: (1) the standardization of language in computer matching agreements;
(2) the addition of Data Integrity Boards as part of the review process; and
(3) the inclusion of some cost-benefit analysis information in the matching
agreements. However, the implementation of these procedures does not
appear to have had major effects on the most important outcome of the
review process; that is, the decision to conduct the match. It is possible
that some agencies did not propose matches because they anticipated a
negative decision, but we did not identify any such cases.

The 1988 act, as amended, requires that every federal agency participating
in a computer matching program establish a Data Integrity Board to
oversee computer matching activities. The act requires that the Board be
composed of senior officials designated by the head of each agency. The
duties of the Board include:

review, approval, and maintenance of all written agreements for receipt or
disclosure of agency records under computer matching programs;

review of all matching programs in which the agency participated during
the year, either as source or recipient; determination of corpliance with
applicable laws, regulations, guidelines, and agency agreements; and
assessment of the costs and benefits of such programs;

review of all recurring matching programs for continued justification for
such disclosures; and

compilation of an annual report describing the matching activities of the
agency.

*The Department of Justice Data Integrity Board withheld approval of a matching agreement between
the Immigration and Naturalization Service (INS) and the Department of Education because the
proposed agreement did not provide for the 30-day notice and opportunity to contest adverse results of
the match. The Board also suspended operation of an ongoing match between the INS and the
Massachusetts Department of Employment and Training because certain procedural and
administrative steps had not been met. Both matching programs were subsequently approved, after the
act's requirements were met.
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Planning and Processing of Computer
Matches and Operation of Data Integrity
Boards

As the agency responsible for implementing the act, the Office of
Management and Budget (oMB) has issued guidance for other federal
departments and agencies to follow. These guidelines implement statutory
provisions requiring the Boards to serve a coordinating function at the
departmental level and to be staffed by senior personnel. Only two
members are required to serve on the Board: the inspector general, if any,
and the senior official responsible for the implementation of the Privacy
Act. The inspector general may not serve as the chairman of the Board.
oMB recommended, but did not require, that the Privacy Act officer serve
as the Board secretary.

According to oMB officials, much of the work of the Board and its
operation may be delegated to less senior members, but the final approval
of matching agreements may not be delegated. Further, the Board
members should meet often enough to ensure that the agency's matching
programs are carried out efficiently, expeditiously, and in conformance
with the Privacy Act, as amended.

Under oMB guidelines, the review of computer matching agreements is the
foremost responsibility of the Data Integrity Boards. The Boards are
responsible for approving or disapproving matches based upon their
assessment of the adequacy of these agreements, which are to be reviewed
at the time they are proposed and 3 months before an allowable 12-month
extension.

Data Integrity Boards vary widely in size, composition, and volume of
work. For example, table 2.1 shows that the number of members of the 14
Boards we reviewed varied from 3 to 10. Four agencies did not include the
inspector general as a member; in each case, a senior manager in the
inspector general's office was designated as a Board member. (For an
indication of differences in the volume of work, see table 1.1 in chapter 1.)
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Table 2.1: Summary of Data Integrity
Board Crganization

Inspector
general serves
Number of Board as Board

Department or agency members® member
Agriculture 3 Yes
Defense 10 No®°
Education 5 NoP
Health and Human Services 7 No°®
Housing and Urban Development 8 Yes
Justice 3 Yes
Labor 6 Yes
Office of Personnel Management 5 Yes
Postal Service 5 Yes
Railroad Retirement Board 3 Yes
Selective Service System 5 Yes
Small Business Administration 4 Yes
Treasury 7 No®
Veterans Affairs 4 Yes

¢The number of Board members excludes the secretary and any other representative who is a
nonvoting member.

"The assistant inspector general is the Board member.

SThe deputy inspector general represents the inspector general.

oMB guidelines do not describe how the Boards are to operate. At the time
of our work, they generally did not meet as a group to plan and approve
computer matching agreements. Such meetings were held initially, but
Board secretaries told us that at a number of agencies, proposed computer
matching agreements are now often routed to individual Board members
for review and checked for compliance with the act. In any case, at the
agencies we examined, the actual planning and processing of matches
were performed by staff, rather than the Board members. Generally, the
Board served as a final check to ensure that computer matching
agreements complied with applicable laws and regulations.

We found that, in general, the Boards provide a less than full and earnest
review of the matching agreements. This appears to be the case especially
for evaluating the cost-benefit analyses that accompany matching
agreements. The act requires each federal agency, source or recipient, to
assess the costs and benefits of computer matches. However, most Boards
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Summary

have interpreted this as the responsibility of the recipient agency alone
when both agencies are not receiving benefits.

The problem of adequate review is even more pointed in those cases
where a match was conducted between a federal source agency and a
state recipient agency. In such cases, the federal agency’s Board may not
assess the cost or benefit data the state agency provides, and the state may
not provide such a review either. For example, in one case we examined, a
state submitted cost-benefit analyses claiming benefits of $227 million
from an spxX match and $130 million from a BENDEX match. Since these
numbers looked very high relative to other states’ estimates for the same
programs, we contacted officials at the state to confirm the validity of
these estimates. We were eventually told that the estimates were in error
and that the corrected figures should be $3.2 million and $1.5 million,
respectively. Program staff recognized the implausibility of the original
estimates, so the request was submitted to the Board without them. The
request was, however, approved by the Board. This example raises
questions about the reliability of the cost-benefit estimates included in the
computer matching agreements and the extent to which the Board reviews
those estimates.

Similarly, according to Internal Revenue Service officials, the Data
Integrity Board does not question cost and benefit figures recipient
agencies provide for the DIFsLA matching program. Such lack of oversight
in this area has allowed recipient agencies to report erroneous cost and
benefit estimates. For example, one state reported a non-cost-beneficial
return of $1.4 million in one section of its matching agreement and a
cost-beneficial return of $34,000 on a different page of the same matching
agreement. State officials could not provide an explanation for the
different figures or provide correct figures. Internal Revenue documents
show that the Board approved the matching agreement without
questioning state officials about the inconsistent figures.

The Computer Matching and Privacy Protection Act of 1988 has brought
about a number of changes in the planning and processing of computer
matches by federal agencies. These changes are primarily in the areas of
standardization of language, establishment of Data Integrity Boards, and
the inclusion of a cost-benefit analysis. However, in general, these changes
apparently do not represent a full and earnest review of matching
agreements to determine whether to proceed with proposed matches.
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Conducting
Cost-Benefit Analyses

In this chapter, we answer our remaining four evaluation questions:

(1) How have agency Data Integrity Boards implemented and reviewed
cost-benefit analysis requirements for computer matches? (2) What is the
quality of the cost-benefit analyses developed for use by the Boards?

(3) As a result of cost-benefit analyses required by the Computer Matching
and Privacy Protection Act of 1988, have agencies identified any statutory
or other computer matching programs that are not cost-beneficial? and
(4) How have agencies documented the deterrent effect of computer
matching?

Background

The requirement that federal computer matching programs include a
cost-benefit analysis did not start with the 1988 act. Before 1982, oMB
guidelines required such analyses for computer matches. However,
inspectors general and others performing computer matches argued that
OMB's requirements for cost-benefit analyses were overly burdensome and
unrealistic, and oMB consequently eliminated the requirement. It was
reinstated in 1988 with the enactment of the Computer Matching and
Privacy Protection Act. The act requires that cost-benefit analyses be
performed in conjunction with computer matching agreements, with two
exceptions: (1) the first time a statutorily required match is reviewed by a
Data Integrity Board, and (2) under the (presumably) rare circumstances
in which a Board determines in writing that such an analysis is not
required.

OMB states in its guidelines that the 1988 act requires that a cost-benefit
analysis be part of an agency’s decision to participate in a matching
program. Noting that the statute provides a mechanism for waiver of the
cost-benefit analysis, oMB’s final guidelines caution that the Congress
expected that such waivers would be used sparingly. Further, while the
statute waives the cost-benefit analysis for the first review of a statutorily
required match, this exclusion does not extend to matches undertaken at
the discretion of the agency; that is, self-initiated matches. Further, the
guidelines require that when statutorily required matches are renegotiated,
a cost-benefit analysis covering the preceding matches must be conducted.
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Guidelines

The agencies we evaluated have set up review procedures to ensure that
their matching agreements address the cost-benefit analysis requirement,
but the quality of these analyses is problematic, in part reflecting the lack
of standard guidelines. Both federal and state agencies use different
methodologies to calculate costs and benefits, thus preventing
comparisons or summaries of cost-benefit analyses across agencies and

states.

Although it requires that agencies must eventually develop a cost-benefit
analysis for each matching program, the act, itself, does not specify what
cost or benefit elements should be included. Although oMB guidance
outlines, in a general way, what costs and benefits should be considered in
agencies’ analyses, its only source specifically cited for information about
conducting cost-benefit analyses for computer matching programs was

one of our earlier reports.!

This report stated that a cost-benefit analysis should include all costs and
benefits, both quantitative and qualitative. These are summarized in table
3.1, which lists potential elements that may be included in a cost-benefit
analysis. This list is not all-inclusive, nor is it expected that every element
in the table be included in every cost-benefit analysis.

|
Table 3.1: Potential Computer Matching Cost and Benefit Elements

Parties involved

Costs

Benefits

Recipient

Salaries, fringe benefits, travel, materials, and
facilities; lowered staff morale; reduced service
delivery; degraded client relaticnships

Avoid overpayments, recaver overpayments
and debt, improve law enforcement, increase
deterrence, improve management, increase
public confidence and program support,
improve staff morale

Source

Same as costs to recipient agency

Similar to recipient agency's if match is
intended to be mutually beneficial

Law
enforcement
agency

Salaries and fringe benefits, materials, facilities

Improve law enforcement, increase deterrence

Client

Time, materials, professional services, erroneous
termination from program rolls, invasion of privacy

Improve service delivery, increase resources,
provide less of a participation stigma, identify
underpayments

Third party

Salaries and fringe benefits, materials, facilities

General public

invasion of privacy, discouragement of legitimate
clients

Improve program efficiency

!See Computer Matching: Assessing Its Costs and Benefits (GAO/PEMD-87-2, Nov. 10, 1986.)
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In general, a cost-benefit analysis estimates the relationship between
expected net program costs or inputs (both direct and indirect) and
expected net program benefits or outcomes (both direct and indirect).
Typically, the process of performing cost-benefit analysis involves seven
steps:

1. analysis of all direct costs (inputs);

2. analysis of all indirect costs (inputs);

3. aggregation of all direct and indirect costs to derive total costs;
4. analysis of all direct benefits (outcomes);

5. analysis of all indirect benefits (outcomes);

6. aggregation of all direct and indirect benefits to derive total benefits;
and finally,

7. comparison of total costs against total benefits to determine the
cost-to-benefit ratio.

In principle, many of the common cost-benefit elements are quantifiable in
monetary terms. The cost of personnel time spent in making a computer
match and the benefit from recovering overpayments are examples that
are easily measured in dollars. Other cost and benefit elements are
quantifiable, but the units of measurement may not be converted into
dollars easily. For example, survey techniques can be used to measure the
level, and changes in the level, of public support for a program, but
transforming this into a dollar value is difficult. Other potential cost and
benefit elements can be quite difficult to quantify. Elements such as the
value of law enforcement are inherently qualitative, and any quantification
of them will be controversial. The presence of qualitative cost and benefit
elements for which measurement is conceptually either not feasible or
impractical does not mean that cost-benefit analysis should be abandoned,
nor does it imply that these factors should be stricken from consideration.
Such elements should be identified in the analysis along with the elements
that can be quantified.

In 1989, oMB officials stated in the Federal Register that they would use the
GAO report as one source to develop and provide to agencies a cost-benefit
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analysis checklist for their matching programs.? But more than 3 years
later, agencies were still waiting for that checklist. Moreover, at present,
costs are not measured consistently across government programs and
activities.

In the absence of OMB guidance, some agencies have attempted to provide
interim guides for cost-benefit analysis. The most comprehensive such
guide that we identified, which includes virtually all the conceptual criteria
originally published in our earlier report, was the Social Security
Administration’s “Guide for Cost/Benefit Analysis of ssaA Computer
Matches” in March 1990. This guide is reproduced as appendix III.

However, all the Data Integrity Boards have recognized that they need
assistance in preparing cost-benefit analyses and told us that they have
requested further guidance from oMB. For example, in a letter written to
OMB on June 21, 1991, the chairman of the Board at the Department of
Justice stated, “I am writing to convey our concern that oMB's guidance on
cost-benefit methodology has not yet been released. . . . we urge OMB to
issue the promised guidance at the earliest possible date.” In the interim,
Justice published minimal standards for agencies to follow when
participating in a match with them. Without standardization, Justice found
it difficult to analyze the cost-benefit analyses agencies were conducting
because of the widely varying methodologies used to estimate costs and
benefits and the lack of consistency in the types of costs and benefits that
were identified.

We found many problems with the quality of agencies’ cost-benefit
analyses. In the first place, many matching agreements did not have any
data on costs and benefits. Table 3.2 identifies the number of matching
agreements with analyses that contained estimates of both costs and
benefits, either costs or benefits, and neither costs nor benefits. While
86 percent of the statutorily required matching agreements provided

*Privacy Act of 1974: Final Guidance Interpreting the Provisions of Public Law 100-503, Computer
Matching and Privacy Act of 1988; Notices,” 54 Fed. Reg. 25818 (1989).

Page 24 GAQ/PEMD-94-2 Quality of Decisions to Conduct Computer Matches



Chapter 3
Cost-Benefit Analyses for Computer
Matches

analyses with both costs and benefits, only half of the self-initiated
matching agreements contained both.?

Table 3.2: Cost and Benefit Data for
Matching Agreements

]
Both costs and Either costs or  Neither costs

benefits benefits nor benefits
Agreement Total® estimated estimated estimated
Statutorily required 64 55 5 4
Selt-initiated 213 107 34 72
Total 277 162 39 76

aThe total number of agreements is 447; in 170 cases, however, the agencies did not provide us
with the agreements.

Of the 277 matching agreements we reviewed, agencies had provided
estimates of neither costs nor benefits in 76 cases. These agencies
completed none of the seven steps for conducting cost-benefit analyses
outlined above. In an additional 39 cases, only costs or benefits were
estimated. This means agencies did not conduct steps 1 through 3 or steps
4 through 6, which precludes the agencies from developing a cost-benefit
ratio (step 7) and completing the analysis.

The remainder of this section is based on the 162 matching agreements
that did include estimates of both costs and benefits. Even in these cases,
we found that, in general, agencies cited direct costs or benefits only for
the agency that received the benefits of the match (usually the recipient
agency). In very few instances were the costs and benefits for source
agencies documented, especially when they were not the primary
beneficiary of the match. According to some agency officials, this practice
is reasonable because the costs and benefits to the source agency are
often minimal. Additionally, we identified virtually no cases where the
indirect costs and benefits (steps 2 and 5 above) were explicitly estimated
as part of the cost-benefit analysis. This weakens the value of the
aggregated cost and benefit estimates (steps 3 and 6) and thus raises

30ther research in this area supports this finding. A paper presented to the American Political Science
Association states that “the cost-benefit requirement of the [Computer Matching and Privacy
Protection Act} does not appear to have strengthened the quality of analyses done by the agencies.”
The paper notes that part of the difficulty of conducting cost-benefit analyses can be attributed to a
lack of “an accepted methodology for what should be included as costs and benefits and how to
quantify each.” (Priscilla M. Regan, “Data Integrity Boards: Institutional Innovation and Congressional
Oversight.” Paper presented at the annual meeting of the American Political Science Association
|Chicago: Sept. 3-6, 1992].)

*According to the 1988 act, the Boards can waive the cost-benefit analysis for self-initiated matches if

they follow OMB guidance and provide a written explanation for their decision. However, waivers
were given for only two of these agreements.
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questions about the meaning and utility of the computed cost-to-benefit
ratios (step 7).

Comparison of Federal and
State Cost-Benefit
Analyses

In cases where the cost-benefit analysis was conducted by states (as the
recipient agencies), costs and benefits were itemized far more frequently
than was the case for federal agencies. This largely occurred because the
Internal Revenue Service (Irs), which had 52 matching agreements with
nonfederal agencies, provided the recipient agencies with a standard form
asking for estimates of salaries, fringe benefits, computer costs,
overpayments, and debt recovery. (See appendix IV for a copy of the Irs
form.)

However, even where cost and benefit information was provided, we
determined that little documentation was included to support the costs
and benefits claimed. We conducted a stratified random sample from our
universe of computer matches, contacted the Boards, and requested
whatever documentation they possessed to support the cost and benefit
estimates. We were able to gather only limited information on how the
estimates were calculated for matches between federal agencies.

We found that for matches where states were the recipients
(beneficiaries), the Boards did not have any supporting documentation for
state agencies’ claims. We then sampled 24 agreements with states and
contacted the agencies directly, gathering further supporting
documentation for 21 analyses. (In the remaining three instances,
however, state officials told us that they had no documentation
whatsoever to support their estimates.) While some of these state analyses
clearly showed how their cost and benefit estimates were derived, many
appeared to be “back-of-the-envelope” estimates. As mentioned in chapter
2, we contacted one state to verify the benefits being claimed and found
that benefits had been grossly overestimated.

Costs of Eligibility
Verification and Collection

Among these 162 matching agreements, the most costly portions of the
matching process-—that is, verification of eligibility and debt
collections—generally were not submitted. Some officials argued these
costs were not unique to computer matching programs and therefore did
not need to be included in the cost-benefit analyses. Since verification and
collection costs would be incurred no matter what method was used to
identify cases, these officials believed such costs should not be included in
the cost-benefit analysis for a computer match. The equivalent logic
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dictates, however, that avoidance of overpayments and debt collections
also could be achieved by means other than computer matching. If these
are to be counted as benefits of computer matching programs, it seems
reasonable to count the related verification and collection expenses as
costs of those programs. Otherwise, the value of benefits would be
exaggerated in relation to costs. In the absence of guidance, agencies have
made their own determinations on how to deal with this matter.

Discounting Costs and
Benefits

Identification of
Non-Cost-Beneficial
Matches

In none of the 162 agreements were the monetary value of costs or
benefits discounted to take account of the time over which they could be
expected to accrue, as called for by the House Government Operations
Committee (in H.R. 100-802). Such discounting is standard practice in
cost-benefit analysis to provide estimates of the present value of costs and
benefits, without which meaningful cost-benefit ratios cannot be
calculated. In these computer matches, many of the reported costs
presumably would occur very early, but the benefits (especially in the case
of collections) could take a long time to be realized. Without time
discounting, the comparison of costs and benefits may be rendered
meaningless, and in these cases, would tend to inflate the ratio of benefits
to costs because costs tend to accrue earlier than benefits. Again, lack of
guidance on how to conduct cost-benefit analyses properly may have
contributed to this problem.

The 1988 act mandates that, except upon initial approval of statutorily
required matches or other special circumstances, matching agreements
must include a cost-benefit analysis. As we have just discussed, the
completeness and quality of the cost-benefit data submitted were poor,
making it difficult to determine whether there were non-cost-beneficial
matches being conducted. However, based on the data reported by the
agencies, table 3.3 identifies those among the 162 matching agreements
including both costs and benefits in their analyses that appeared to be
either cost-beneficial or non-cost-beneficial.

Table 3.3: Apparent Net Cost-Benefit
Status of Matches

Agreement Statutorily required Self-initiated
Cost-beneficial 37 96
Non-cost-beneficial 18 11
Total 55 107
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Statutorily Required
Matches

Among the 55 statutorily required matching agreements we reviewed,
agency data indicated that 18 were not cost-beneficial. All of these 18
cases were among the 52 matches—under pDIFSLA—between the RS and
state agencies. However, a review of the documentation supporting these
18 cases suggests that the results may reflect erroneous comparisons of
cost and benefit data. The worksheets Irs supplied to the states appear to
ask for annual data except for one benefit item—savings from
disqualification of program participants—where monthly figures are called
for. Thus, in most cases apparently showing non-cost-beneficial results,
monthly benefits may have been compared to annual costs, distorting the
results. In only one non-cost-beneficial case is there a clear comparison of
annual data on both costs and benefits in which the costs exceed the
benefits. Of course, as we noted above, in no cases were the estimates
time discounted, nor were costs of recovery accounted for, so we cannot
conclude how many, if any, matching agreements were
non-cost-beneficial.

Self-Initiated Matches

In our review of the self-initiated matches, we found that agency data
indicated that 11 agreements in two matching programs were not
cost-beneficial. The two programs were the Social Security
Administration’s sDX and BENDEX programs. Both are conducted to
determine eligibility for certain benefit programs, such as Food Stamps,
Medicaid, and Aid to Families With Dependent Children. Agency
documentation indicates that 4 {of 33) spx and 7 (of 37) BENDEX matching
agreements showed costs exceeding benefits. However, these 11 cases
may reflect nothing more than incomplete or inaccurate data. Table 3.4
shows, by agency, that of 213 self-initiated matches, only about half
(107) provided both cost and benefit data. Furthermore, lack of
information on time discounting and costs of collection and enforcement
prevent us from being able to conclude which matches, if any, were
non-cost-beneficial.
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Table 3.4: Self-Initiated Matching

Agreements

Deterrence

Both costs and Either costs or

Neither costs

benefits benefits nor benefits
Recipient agency Totat estimated estimated estimated
Agriculture 0 0 0 0
Defense 21 15 4 2
Education 3 1 2 0
Health and Human
Services 9 5 4 0
Housing and Urban
Development 3 2 0 1
Justice 0 0 0 0
Labor 0 0 0 0
Office of Personnel
Management 3 0 3 0
Postal Service 8 4 4 0
Railroad Retirement
Board 46 5 4 37
Small Business
Administration 0 0 0 0
Selective Service
System 0] 0 0 o
Treasury 0 0 0 0
Veterans Affairs 8 1 5 2
Nonfederal agencies 112 74 8 30
Total 213 107 34 72

As matching programs continue, we would expect the applicable
cost-benefit ratios to decline and that entire matches could become
non-cost-beneficial. This is because, over time, the number of “hits” would
decline as noneligible recipients were taken off the rolls. Furthermore, if
in fact computer matches have at least some deterrent effect, this can be
expected to contribute further to a decline in measured cost-beneficiality.

Deterrence is a potential benefit of computer matching. The concept of
deterrence is based on an expectation that as the probability of detection
is perceived to be high or the severity of the penalty for wrongdoing is
perceived to be sufficiently great, the option of compliance becomes
increasingly attractive. If the computer match detects noncompliance and
if the subsequent sanctions for this behavior are perceived to be both
substantial and likely to be enforced, then future noncompliant behavior

may be curtailed.
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Documenting Deterrence

In our 1988 report, we noted that while anecdotes of changes in the
behavior of beneficiaries were presented by agencies to support claims of
deterrence, systematic efforts to demonstrate the existence and magnitude
of such changes were limited. In fact, deterrence generally was treated
only cursorily in cost-benefit analyses.

Our examination of 277 matching agreements shows that this situation has
not changed in any substantial way. Nineteen of these agreements
indicated the match was expected to have a deterrent effect, but only one
of them provided documentation or support, either quantitative or
qualitative beyond anecdotal evidence, for such an assertion. In

January 1992, the Danville Redevelopment and Housing Authority in
Virginia sent 1,100 letters to residents of public and Section 8 housing,
informing them of a coming computer match to identify underreporting of
income, which could result in evictions or other legal actions. The letter
also promised amnesty to those who voluntarily reported such income. In
response to the letters, about 500 tenants made inquiries. This resulted in
the identification of two Section 8 tenants who signed repayment
agreements totaling $4,732 and 15 public housing tenants who owed $6,053
in rent. Six of the 15 public housing tenants signed repayment agreements
totaling $2,829, and six public housing tenants paid $614 without signing
repayment agreements. However, while these results appear to
demonstrate the deterrent effect of computer matching, the reported data
do not allow us to rule out completely other explanations, such as random
fluctuation or some other intervention.

In the remaining 18 cases where deterrence was claimed as a benefit, the
agencies did not document deterrence at all. For example, as part of the its
Systematic Alien Verification for Entitlements program, the Immigration
and Naturalization Service participated in a computer match with the
California Departments of Health Services and Social Services as part of
the statutorily required program, whose purpose is to prevent ineligible
aliens from receiving benefits such as Medicaid. Although both
participating entities in this match clearly expected a deterrent effect,
neither agency provided documentation for this assertion. Similarly, the
Social Security Administration participated in a match with the Missouri
Department of Social Services to determine eligibility for Social Security
benefits or Supplemental Security Income payments. Although ssa
expected the match to have a deterrent effect, no documentation
whatsoever was provided for this assertion.
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One of the 19 matching agreements claiming deterrence provided no
justification for the match other than a claim of deterrence (including
monetary savings resulting indirectly from deterrence and the dismissal of
employees who pose a threat to postal revenue and properties). On

July 31, 1990, the Postal Service Data Integrity Board approved a computer
matching agreement with the Colorado Bureau of Investigation. The Postal
Service Board initially waived the cost-benefit analysis requirement for
this matching agreement. This lack of cost-benefit analysis and other legal
issues prompted the Senate Subcommittee on Federal Services, Post
Office, and Civil Service of the Committee on (Governmental Affairs to
express its concem over the appropriateness of this match in a letter to
the Postal Service dated August 23, 1990. Nonetheless, the Postal Service
Board extended the match on March 2, 1992, for another 12 months, again
without conducting a cost-benefit analysis. The Postal Service did report
to the Congress the matching results to that date.

The Postal Service justified this match by claiming that its purpose was to
“deter any postal employee identified in this match from engaging in
criminal, dishonest, or similar conduct prejudicial to the Postal Service as
set forth in published standards of conduct; and to identify any postal
employee found to be a fugitive wanted by a state or local agency, and
notify the appropriate agency so they could effect arrest.”

The Postal Service Data Integrity Board did not require documentation for
this expectation of deterrence and at the time of our work had not yet
assessed the extent to which deterrence has subsequently occurred.
However, the Postal Service did report that this match served to identify a
total of 950 individuals (out of 12,706 records) who met the matching
criteria; that is, Postal Service employees living or working in Colorado
who have been arrested by local or state law enforcement officials for
violations that potentially relate to postal offenses. Further review is being
given to 61 of the most serious cases. One of these “hits” involved a postal
employee who previously had been arrested for selling drugs. Based on
this information, postal inspectors purchased drugs from this individual as
a part of an undercover operation and then had the employee removed
from Postal Service employment.

Methodological Problems
of Measuring Deterrence

The fact that only one of the agencies attempted to quantify the deterrence
they identified as an objective may be, at least in part, a reflection of some

#Mernorandum of Agreement Between the United States Postal Service and the Colorado Bureau of
Investigation,” p. 1, para. C, Mar. 2, 1992.
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of the methodological problems inherently associated with the
measurement of deterrence. While several approaches can be used to
measure deterrence from a computer match, there are a number of
difficulties associated with using these approaches, either individually or
collectively, if the intent is to establish a cause-and-effect relationship
between computer matching and a change in compliance behavior. One
problem is that compliance behavior may reflect not only changes
resulting from the deterrent effect of the match, but also changes resulting
from other factors, not related to the match. This increases the difficulty of
differentiating the contribution of computer matching from other
deterrence-oriented activities such as the influence of other government
programs.

However, it is not difficult to establish whether, in fact, a change in the
number of compliance problems has occurred that would be consistent
with a deterrent effect. The fact that we did not find even such analyses
tends to weaken the plausibility of methodological problems as a reason
for the failure to support deterrence claims.

Although the act and oMB guidelines require that a cost-benefit analysis be
part of a matching agreement, most such agreements do not contain a
complete analysis and many provide no analysis at all. The quality of the
analyses that do exist varies considerably, but in general, is poor. Agencies
use different methodologies to identify and calculate costs and benefits,
and the quality of these analyses needs improvement. Agency officials cite
the lack of guidance as a major reason for this poor quality. However, even
with OMB guidance, agencies still would need to develop specific cost and
benefit measures for their own programs and use their own in-house
expertise to conduct and review cost-benefit analyses. This suggests that
even in the absence of oMB guidance, they could be doing a better job in
this area.

Agencies identified 29 (of 162) matching agreements that were
non-cost-beneficial. However, we could not verify how many, if any,
actually were non-cost-beneficial because the necessary data were either
not collected or of poor quality. Additionally, over half the agencies we
examined claimed that at least one match had a deterrent effect. But only
one agency provided any empirical documentation of such an effect, and
in no case did we find a methodologically sound analysis to support claims
of deterrence.
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Recommendations

Agency Comments

Chapter 3
Cost-Benefit Analyses for Computer
Matches

We recommend that the Director of the Office of Management and Budget
(1) expedite the publication of minimum standard criteria for cost-benefit
analyses, identifying which specific cost and benefit elements must be
included, and (2) direct agencies to establish procedures to track costs
concurrently and measure costs and benefits retrospectively to determine
whether estimated benefits are actually achieved, especially in cases
where costs are high in relation to benefits or for those matches where the
benefits appear to be the greatest.

We received written comments from the Office of Management and Budget
and informal comments from the other agencies mentioned in this report.
oMB generally agreed with the recommendations and indicated quidance
on conducting cost-benefit analyses would be forthcoming. oMB disagreed
with our interpretation that agencies were not providing full and earnest
reviews of proposed matches. They argued that we had not shown that
agencies were failing to carry out elements of the matching agreements
and that dubious matches were being “weeded out” before reaching the
Boards. However, we clearly documented that agencies were failing to
carry out adequate cost-benefit analyses, raising questions about what
other elements of the agreements were subjected to less than thorough
reviews, Moreover, while some proposed matches may have been
withdrawn before reaching the Boards, we could not document any such
cases.

OMB agreed with our conclusion that the quality of cost-benefit analyses
was low and suggested that this could be because the wrong units within
agencies were performing them. The assignment of these responsibilities
differed among agencies; however, it was beyond the scope of this study to
determine which units were, or should have been, preparing these
estimates.

Technical comments from oMB and the other agencies were incorporated

into this report where appropriate. A copy of OMB's comments is included
as appendix V.
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Appendix I

List of Computer Matches

Number of Statutorily

Match number  Recipient agency Source agency agreements required
1 Defense Treasury 1 N
2 Defense Defense 1 N
3 Defense Treasury 1 N
4 Defense Defense 1 N
5 Defense Defense 1 N
6 Defense Defense t N
7 Defense Education 1 Y
8 Defense Health and Human Services 1 N
9 Detfense Housing and Urban Development 1 N
10 Defense Office of Personnel Management 1 N
11 Detense Office of Personnel Management 1 N
12 Defense Office of Personnel Management 1 N
13 Defense Railroad Retirement Board 1 N
14 Defense Small Business Administration 1 N
15 Defense Health and Human Services 1 N
16 Defense Agriculture 1 N
17 Defense Postal Service 1 N
18 Defense Postal Service 1 N
19 Defense Postal Service 1 N
20 Defense Veterans Affairs 1 N
21 Defense Veterans Affairs 1 N
22 Defense Defense 1 N
23 Education, District of Columbia, states Justice 8 e
24 Education Justice 1 N
25 Education, Housing and Urban Treasury

Development, Health and Human

Services, Railroad Retirement Board,

Veterans Affairs 5 N
26 Selective Service System Education 1 Y
27 Postal Service Education 1 N
28 Florida Office of Personnel Management 1 N
28 Postal Service Florida 1 N
30 Health and Human Services Treasury 1 N
31 Health and Human Services Railroad Retirement Board 1 N
32 Pastal Service Health and Human Services 1 N
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Appendix I

List of Computer Matches
Number of - Statutorily
Match number  Recipient agency Source agency agreements required
33 Housing and Urban Davelopment Office of Personnel Management, '
states 4 N
34 Postal Service Housing and Urban Development 1 N
35 New York Office of Personnel Management 1 N
36 Office of Personnel Management Labor 1 N
37 Office of Personnel Management Health and Human Services 1 N
38 Office of Perscnnel Management Health and Human Services 1 N
39 Railroad Retirement Board Health and Human Services 1 N
40 Railroad Retirement Board Health and Human Services 1 N
41 Railroad Retirement Board Various states 43 N
42 Postal Service Small Business Administration 1 N
43 Health and Human Services Treasury 1 N
44 Health and Human Services Labor 1 N
45 Health and Human Services Treasury 1 N
46 Health and Human Services Various states 6 N
47 Health and Human Services Various states 107 N
48 Health and Human Services Office of Personnel Management 1 N
43 Health and Human Services Pennsylvania 1 N
50 Health and Human Services Railroad Retirement Board 1 Y
51 Health and Human Services Railroad Retirement Board 1 Y
52 Heaith and Human Services Veterans Affairs 1 N
53 Housing and Urban Develcpment Agriculture 1 N
54 Postal Service Agriculture 1 N
55 Colorado Postal Service 1 N
56 Postal Service Postal Service 1 N
57 Veterans Affairs Defense 1 N
58 Veterans Affairs Labor 1 N
59 Veterans Affairs Treasury 1 N
80 Veterans Affairs Office of Personnel Management 1 N
61 Veterans Affairs Oftice of Personnel Management 1 N
62 Veterans Affairs Health and Human Services 1 Y
63 Veterans Affairs Health and Human Services 1 N
64 Veterans Affairs Health and Human Services 1 N
65 Postal Service Veterans Affairs 1 N
66 Various states Health and Human Services 22 N

67 Health and Human Services, Veterans Treasury
Affairs, nonfederal agencies 52 Y
68 Nonfederal agencies Health and Human Services 53 N
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Appendix 1
List of Computer Matches

Number of Statutorily
Match number  Recipient agency Source agency agreements required
69 Various states Health and Human Services 6 N
70 Nonfederal agencies Health and Human Services 49 N
71 Health and Human Services Various states 33 N

2Seven of these agreements are statutorily required. The agreement with Education is
self-initiated as the department was granted a waiver by the Congress.
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Appendix II

Data Collection Instrument for Matching
Agreements

Agreement Date: === 00000
Agreement Complies With Law
Yeg No Conmmpents

Matching Agreements.--No record
which is contained in a system
of records may be disclosed

to a recipient agency or
non-Federal agency for use in a
computer matching program except
pursuant to a written agreement
between the source agency and
the recipient agency or non-
Federal agency specifying--

1. (a) The purpose and
(b) legal authority for
conducting the program

2. (a) The justification for the

program and

(b) the anticipated results,
(¢) including a specific

estimate of any savings

3. (a) A description of the records
that will be matched,
(k) including each data element
that will be used,
(c) the approximate number of
records that will be matched,
(d) and the projected starting
and completion dates for the
matching program

4. (a) Procedures for providing
individualized notice at
the time of application, and
(b) notice periocdically thereafter
as directed by the Data
Integrity Board of such agency
(subject to guidance provided
by the Director of the Office
of Management and Budget pur-
suant to subsection (v))}, to

*Retyped from original.
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Appendix II
Data Collection Instrument for Matching
Agreements

Specification agencies Involved:

(1) applicants for and recipients
of financial assistance or
payments under Federal benefit
programs, and

({2) applicants for and holders of
positions as Federal personnel

that any information provided by
such applicants, recipients, holders,
and individuals may be subject to
verification through matching
prograns

5. Procedures for verifying
information produced in such matching
programs as required by subsection (p)

6. Procedures for the retention of
and timely destruction of identifiable
records created by a recipient agency
or non-Federal agency in such
matching program

7. Procedures for ensuring the
admninistrative, technical, and
physical security of the records
matched and the results of such
programs

8. Prohibitions on duplication and
redisclosure of records provided

by the source agency within eor
cutside the recipient agency or the
non-Federal agency, except where
required by law or essential to

the conduct of the matching program
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Appendix II
Data Collection Instrument for Matching
Agreements

Specification e B volved:

9. (a) Procedures governing
the use by a recipient
agency or non-Federal
agency of records provided
in a matching program by
a source agency,
{b) including procedures
governing return of the records
to the source agency or
(¢} destruction of records used in
such a program

10. Information on assessments that
have been made on the accuracy of the
records that have been used in such
matching program

11. That the Comptroller General may
have access to all records of a
recipient agency or a non-Federal
agency that the Comptroller General
deems necessary in order to monitor
or verlfy compliance with the
agreement
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Appendix III

SSA Guide for Cost-Benefit Analysis

GUIDE FOR COST/BENEFIT ANALYSIS
OF
SSA COMPUTER MATCHES

Office ot the Chief Financis) Oiticer

Office of Program and Integrity Reviews
Oparations Aesesrch and Match Evalustion Stalf
March 1990
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Appendix III
SSA Guide for Cost-Benefit Analysis
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SSA Guide for Cost-Benefit Analysis

GUIDE for COST/BENEFIT ANALYSIS of SSA COMPUTER MATCHES

I. Background

The Computer Matching and Privacy Protection
Act {CMA) of 1888, Public Law 100-503, requires a
cost/benefi anatysis as part of an agency decision
fo conduct or particlpate in a matching program.
Cost/beneltt data are included in the Social Security
Administration’s {SSA) submittal to the Department
of Health angd Human Services (HHS) /Data integrity
Board (DIB) for approval of malching agreements
and will be reported to Congress and 10 the Dffice
of Management and Budget (OMB).

tl. Purpose of This Guide

Nelther the CMA nor the OMB implamaenting guide-
lines specity the costs or benefis that should be
Included in the analysis o how to perorm the
analysis. OMB has Indicated that a checist
providing a maethodology for mccomplishing the
cost/benelt analysis witl be forthcoming. In the
meantime, the Office of Program and Integrity
Reviews (OPIR} has developed this guide for match
managers 10 use as a basis for determining cosis
and benefits of computer matching programs that
8SA eonducts.

As analyses for all SSA matches covered by the
CMA will be reported 1o the HHS /DIB, Rt is important
that the evaluations be uniformly eonducted (i.e., all
evalualions should collect and analyze the same
types of daia using similar methodofogy). as well as
be comprehensive, accurate, and systematic.

. Cost/Benefit Analysls Framework

A cost/benelt analysis should measure all the costs
and benefits associated with a matching operation
1o determine ¥ (or how much) the beneflts outwaigh
the costs. The following section sets out some
concepts thal apply 1o cost/benafit evalustions. To
assure consistency amonp evaluations, these
pramises should serve as the framework for your
snalyses.

A. Goal of Matching
The goal of matching Is to minimize misspending of

funds {Le., 10 prevent overpayments and uncis:-
paymants) in Federal benefll programs.

B. Bensis of Matching

1. Payment Accurscy - the amount of
unclerpayments iientified and comacted.

2. Resthution - the amount of retroactive
overpayments identified through matching and
subsequently recovered.

3. Prevention - the amount of future program
dollars saved by removing noneniltied
bensficiaties from the rolls.

4. Reductions - the ampunt of future program
dollars saved by decreasing benefit/payment
amounts through monthly benefit reductions.

8. Nongusntifisble Benefits - slements that
cannot be measured angd included in a cost/
benafl ratio, but that still deserve consideration
{0.g9. the dsterrant effect, management
Improvements).

C. Whose Costs snd Whoss Beneflis Are
Measured

The costs and benefits to the following entities
shouid be considersd when svaluating 8 match:

1. The matching (or reciplent} agency that
initiates the match {i.e., SSA).

2. The source organization providing the data
10 be matched (2.0.. 8 county, State, another
Federa! agency, or SSA).

3. The program recipients or applicans.

4. Third parties who ars asked 1o provide
collatera! of veritying information (e.9., banks or
smployers).
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SSA Guide for Cost-Benefit Analysis

V. Checkiistof Cost/BansfiiDatatems
You should consider the following basic Rems In
sach category of cost and benefits. Keep In mind
that not all kems may apply (0 your paricular match.
On the other hand, your match may have cost or
benefit tams not listed here, but that still should be
considersd for 1he cost/benefit analysls.

A Cost ems (nclude both direct and Indirect
o08ts.)

1. BSA Systems Costs

a. Computer Time

b. Programming Costs

c. Faclities and Materials Costs
2.Source Agency Cosis (Only count
unreimbursed amounts that are not accounted
for in hem 3.)

a. Computer Systems Costs

b. Programming

c. Postage or Delivery Cosis

d. Other Miscellaneous Costs
3. S5A Regiona! OHice (RO) and Central
Ofice (CO) Coordination Costs

a. Coordination With Source Agency 1o Set
Up Match

b. Writing Instructions

¢. Coomiination with Fietd
Offices (FO)

d. Screening and Comnirolling Alerts
o. Reimbursements 10 Socurce Agency

4, Program Service Cemter (PSC) Processing
Costs

Deveioping and processing mierts or matched
ems. ’

B. Benelits

8. FO Deveiopment Costs

a. Processing Alents, including Updating
S5A Records

. Deveioping and Processing
Ovarpayments

C¢. Walver Decisions

8. QOverpayment Recovery Costs
a. Systems Costs

b. Cost of Processing Rafunds and
Instaliment Payments

t. Cost of Collaction Efforts

7. Other B5A Costs
a. Posage

b. Varffication Charges Paid 10 Third Parties,
Such As Banks

8. Nonquaniifisble Cosis

a. Time and reporting burden to tecipients
who must provide rebuttal information for
intomect matches.

b. Time and reporting burden on third
parties (e.0., smploysrs who must provide
Information).

1. Number snd amount of underpayments
cortecied as a result of the match,

2. Comection of records to prevent future
underpayments.

3. Number and amount ol overpayments
telected and recovered by the match.

4. Number of, and dollars saved from, cases
terminated or put Into @ nonpayment $1atus a5
& resuk of the match.
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SSA Guide for Cost-Benefit Analysis

8. Number and amount of monthly paymaent
reductions as & result of the match.

6. Nonguantifiable benefits.

V. Sources for Obtaining
Cost/BsnetitData

A. Automatied Data Collection

OMB expects agencies to design thelr programs o
snsure that accurale cost/benetit dala are avalable.
You should sxpiore the systems dala produced and
use data readily available from auiomated sources.
Panicitady in cases where aletts are not procuced
(e.g.. direct elecironic updating of SSA records),
is better and assler 10 use systems-produced data
on payment adjusiments raither than 16 eotlect
sample data.

in shuations where automated data collsction has
not been implemented, you wil have to eonduct
speclal studies or apply standard formulas, as
described in paris B. ang C. of this section,

8. Special Studies

¥ auvtomated data collection has not been
implemeanied, develop data on matching costs and
benefits through special studies. Guidelines for
conducting special studies 10 obtaln necessary Infor-
mation are included in appendix 1.

C. Standsrd Formulss

OPIR has acquired some standard formudas for
devaloping $SA costs and benefits. Other data or
formutas will have 10 be obtained directly from the
source.

NOTE: ¥ the match evaluation is based on sample
data [i.e., » sample of alens), all findings must be
weighted 10 the universe of alents produced during
tha fisca! ysar. Contact OPIR ¥ assistance is needed
in weighting study data.

Vi. Method for Developing Costs

Conskier all kems listed In Section IV.A., Cost hems,
10 determine tolal match costs. Your evaluation
Teport should braak out individualty the cost for ssch

Rem incurrad for your particular match. H you find
that your match lncurred costs 01 on the list,
describe these additional cosis and Include them
wih the other costs.

The list in part B. of this saction provides a
supgested source of mathod for computing sach
cost kem.

A. Start-up Versus Ongoing Cosls

i the maich being evaluated is a pew matching
operation, there Is an additional consideration:

When obtalining costs, try to separate out the
one-time starl-up costs. For example, CO
may have Incutred a $4,000 cost 1o develop
Program Operations Manual System instruc.
tions for FO handiing of the alerts. However,
next year the Instructions would need only a
relativaly inexpensive modification costing
about $1,000 (one analyst for 1 week). The
$4,000 is & start-up cost, whereas, the $1,000
Is the periodic cost to update the instructions
once tha match becomes a routine operation.
Your svaluation should include 2)l costs (one-
tims and ongoing), but you should keep track
of costs that would be omined or reduced in
future years, (The cost cals summary on the
summary sheet breaks out the tofa! costs and
the ongoing costs, s that the lirst year's cos!
can bs computed separately trom the
expected costs for future rung of the same
match.)

B. Collecting Cost Dsta

1. SSA end PSC Systems Costs (See ftem
A\, of the checklist)

Source: Office of Sysiems Requirements
2. Unraimbursed Source Agency Costs {ie,
where SSA is not the source of the dala) (See
Rem A2, of the checkiist.)

Source: You should estimaie these. Do npt

contact the source mgency for an estimate.
3. 8SA RO and CO Coordination Costs (See
Rem A3, of the checkiist)

Source: The RO and CO components
involved should provide an astimate 8 to the
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number of hours expsnded by grade level

Compute total costs by multiplying the number of
hours for sach grade lavel by the curent houdy
salary shown n the Federal pay schedule. Adjus!
this cost by spplying tha infiation fsctor for
Indirect and overhead costs. (Obtaln the infiaticn
factor from the Office of Financial Operations
{OFQ). To determins amounts paid 1o the source
agancy for data, use the figure on the HHS-83.

‘4. PSC Processing Costs (See kemAd. of the
chackist)

This Is the cost of PSC processing of the alerted
kem (usually a retirement and survivors Insurance
[RS!] or disability insurance [Dl] case).

Source: Check with OFO 1o determing i &
cost figurs s evallable for this Hem.
Altsmnatively, the maich manager can include
time analysis as parl of the data collection
form, where the PSC staf would racord their
processing time for sach case. (If ime is
collecied this way, contact OFCO to conver
the minutes to 8 cos!, Indluding indirect and
overhsad costs.)

5. FO Development Costs (See Rem A5 of the
checklist )

This is the FO cost 1o develop the aferted ftem.

Source: OFO may have sirsady collected

- such data. Aliernatively, you can collect time
data during the evaluation using s special
data collection form. Inflale this cost by
applying the irfiation facter for Indirect and
overhsad costs. Obuin the Inflation fattor
from OFO.

8. Overpaymant Recovery Costs (SeshemAG.
of the chackiist.)

This Is the unit cost of recovering overpayments
identilied by the match.

Source: Match manager to consult with OFO.
7. Other SSA Costs (See Rem AT. of the
chacidist )

Source: You should obiain data on any other
oosts appiicable 10 the particular match.

8. Nonquantifiable Costs (Seetem A8 ofthe
chacldist.)
Thase are cosis or burdens (e.g., paperwork
burden) to parties who ate required to provide
information 1o SSA In ordet to process the aler.
While we may nat be able 10 assign & dollar
figure to the costs, they should stil be
considersd. For example, i the match has only
& 70-percant accuracy rate, 30 parcent of the
recipients are baing contacted neediessly and
may have 1o spenct time documenting a rebuntal,

Source: The match manager should contact
FO sta¥f to obain information spechic 1o the
issues raissd by sach paricular match.

Vil. Compuling Benefits

Az stated eariier, there are six major benelit
compongnts:

A ldentification of past {retroactive} under-
payments;

B. Comection of records to prevent futute
underpaymants;

C. Recovery of past (retroactive) overpayments,

D. Savings from removing bensficiaries/recipients
from the program,;

E. Payment amount reduction; and
F. Nonquantifisble banefits.

The section below discusses how to translate these
beneiis Into dollars.

A, identification of Retroactive Underpsyments

1. Datermine the total number ol cases for
which the maich Kkisntilled B5A program
underpayrnents.
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2. for tha cases identifisd in 1. nbove, compute
the tolal retroactive underpayment to be pakd
upon comaction of SSA records and project the
sampie data to the universe.

8. Comection of Records 10 Prevem Future
Underpaymanis

1. Kisntity {he alerted cases which were shownto
have ongoing monthly underpayments.

2. Computethe total monhly smount of payment
Increass 10 be made upon comection of the
records.

3. Estimate the aversge number of future months
that the underpayments would have continued
had the match not detecied the underpayments.
(The match manager should rely on program
experience to estimate the number of months of
prospective underpaymant months avoided and
consylt with OPIR ¥ none Is available)

4. Muttiply the monthly payment increase by the
average number of months of underpaymenl
comgction to derive the tolal bens!t from
correcting the ongoing underpayment. Project
the sampie data 10 the universe.

C. Recovery of Retroactive Overpayments

1. The tota! dollar amount of retroactive
overpayments shown on the data collection forms
should be projected to the universe of alerts to
cbtain the potential total amount of overpayments
Letected by the match.

2. SSA experience shows that only a percentage
of the overpaymenis detecled sre eveniuvally
recovered. For tnatch evaluation purposes,
match manapers should computa the amount of
restiution by applying a perceniage collection
mie 1o the amount of retroactive overpaymants
oetecied.

The collection rates should be suppliec by the
match managers, as they may vary depending
on the type of match. M the figure cannot be
derived from svailable past or present cala,
match managers should use the standart figurs

shown below developed by the Office of the
Chief Financlal Officer in 1889.

o 5 percem for title Ut RSI;
o A5 percer for ttle Il Di; and
© 465 percent for title XVI.

D. Ssvings from Removing Benelicisries or
Recipients from Pay Status {Includes withdrawais/
suspensions from the program due to faflure to
cooperate; ¢.g., N20 for the supplemental secutity
Income [S51) cases)

When development of the aslent resufts in full
ingligibility (i.e., payment status before development
was currenl pay and after development is nonpay),
each monmh of fture nonpayment reptesents
savings. The smount of savings is the amount of
payment avolded due to the case ierminations. The
future nonpayment months are the number of
months the case can be sxpacied 1o remain in
nonpaymaent. The average number of future
nonpaymant months {i.e., ptospeciive overpayments
svoided) shouid be based on the component's
expstience or on other studies. The match manager
should determing the time period that makes sense
{for the match In question. The basis for the estimate
should be shown in the cost/benefit anslysis.

Calculate this portion of the match bensit by
mutiplying the estimaied number of months of
future nonpaymaent and the tolal projected monthly
amount of savings from case terminations. (The
projected monthly savings I8 the sum of the
predevelopment paymant amounts for cases that go
into nonpay, projected to the universe of cases )

E. Savings from Psymant Reductions

Compute the savings dus to payment amount
reduction by summing the changes In momhly
paymant amount for overpaic cases that remain in
current pay status. As In seclion B. above, the
match manager should rely on program experience
to estimate the number of prospective overpayment
momhus avolded anc consult with OPIR I none is
avallable.

F. Nonguantifiable Benefits

Soma baneftt Rems are not amenable 1o precise
measursmant. However, the CMA legisiation is clear
that such kems should siil be ingluded In the
svalustion and shou'd be considered In the final
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determination of bengfis which includes both
quantitative and nonquantiative bensfiis.

Nongquamifiable benefits include such Rems as:

1. Deterrent stects - reciplent behavior that Is
influenced by the knowisdge thal nonraporting
and underreponting sre detectsd by electronic
matching activities,

2. Management Improvements - more
streamlined program operations, strengthened
intemnal controls, reduction in manual verification,
and exploratory coliateral contacts.

3. Incraased stati morale - due to a feeling ol
greater control over and imowtedge of the
beneliciary's/recipienl’s circumsiances and
access to more comprehensive and reliable data
regarding the individual's sligibility factors:

4, improvements In service delivery - prompt
sdjustment of payments to avoid the hardship of
repaying overpayments or the tirme consuming
task of resolving underpayments; and

§. Greater public confidence and program
support - a compuler match may increase public
confidence In & program, K the malch Is
percelved as promoling program Inlegrity 10
assure that only the deserving Individuals are
aliowsd program banafits.

These and any othar nonquantiiable benefis that
are factors In the maich should be covered In the
evaluation report and summary form. Pay partic.
ular attention 1o benefis spec¥ic 10 the particular
match, rather than generic benefits applicable to all
matches.

Vill. Cost/Benetit Comparison

Add the results of the bena® components A, B, C.,
D., snd E. from the *Computing Benafiis® section
abave 10 delermine the total program savings from
the maich. (Do not net undarpayment benelits
spainst overpsymant savings. Rather, add the
numbaers together without repard to whether they
represen an outlay or savings of program dollars.)
The bensfii-to-cost ratio ls computed by dividing
tolal match benelits by total match costs.
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APPENDIX 1
IF YOU HAVE TO DO A SPECIAL STUDY

I. Steps involved In Cosi/Benefit
Studies

Thate are & humber of steps required 10 obtain
cost/banefl cata. For this discussion, we will
assume that all necessary arangements with the
sOurCe mgency 10 obtain the particuiar data base
have been completed and the actual match has
been or scon will be conducted by slther the source
agency or SSA. The following actions (not
necessarily In the order listed) must be taken 1o
obtain the cata necessary for a cost/bensii analysis
of a match. :

A, Determine sample slze and sshection
methodology. You may contact the Qparations
Resaarch and Match Evaluation Stalt (ORMES) In
OPIR (FTS £25-2819) for assisiance In determining
the appropriate sample size and selection
mathodology, 1.e., whethet the sample selsction
should be simple random, stratified, or clustered.

B. Obuin necessary clesrsnces from SSA
operational components. Check whh the Office of
Human Resources to determine K the Union must be
nolilied regarding nonroutine work  (such as
completing the special study forms).

C. Design a data collection form. (This is
discussed in delail in the next section.)

D. Davelop siudy procedures and instructions
which should be discussed with ORMES prior 10
distribution.

E. Alert the Oflice of Reglons! Operations ofthe
FOs or PSCs that will be participating in your study
and your study's timeframe, to assure that FO
workioads ase not adversely affecied by numerous
simnutianeous studies.

F. Release study package 1o operational
componers snd arrange for Jreining.

G. Sefectsample cases. Obtain match aferts ang
control listings for sample cases. Arrahge for any
manual gcreening necessary and relsase sampis
slerts to componants for development.

H. Colisct completed dsta collection forms and
review for accuracy and completeness. (Tha CO
malch manager may want 1o appoint regional
coordinators to control and review the forms before
sanding them to CO.)

1. Complie summary statistics on match costs
and bensgfits after an accepiabls percentage
(preferably 80 percent or morg] of the sample cases
have been developed. Complete the form, *SSA
Computar Match Cost/Benefit Summary” (attached),
for the tatch and send it 10 OPIR.

J.  Write 8 report on study findings, Including
cost/benelit analysis and any recommendations for
subsequert matching. Use the General Accounting
Oflice (GAD) checlist, *Conceptual Criteria for
Reviewing Computer Match Cost-Bensill Analysis
37" (Appendx 3] 1o review the repont for
completensss.

li. Data Collection Forms for Special
Studies

You must design a dala collection form for the
panicular match being studied. The employee(s)
devaloping the alent{s} must complete the form for
sach study case. The data collection forms myst
caplure at least tha {ollowing Rems:

A Match nams and number.

B. Office code {FO/RO, or PSC, etc) of
employse completing form.

C. Mentifying numbers (housed under number,
Socla! Security number [$SN), common aceounting
number, or beneficiary’s own account number, as
sppropriate).

3/ U.B. GAD, "Computes Matching: Assessing lts
Costs and Benefits " GAD/PEMD-87-2, Washington
D.C. (Novamber 1888).
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D. Type of alert {s.0. thie XV wage, this XVI
unampioymani compensation, tiile 1l DI waps).

E. Amoum of retrosctive underpsyment
idenifiac! from match.

F. Amount of retroactive overpayment identified
from match (subject 1o administrative finallty rules).

NOTE: For SSI cases, overpayment end
benefit amounts should Include Feders! plus
tederally administered State collars.

G. Amount of change in monthly banefits afier
results of alert development have been input 10 the
supplemental security record or the master
beneficiary record (or other approprists record).

H. Paymant status code or ladger account fie
cods before and afier atert Sevelopment.

L. U no overpsymant was glscovered, resson
why (e.g., wrong SSN, Incoma alrsady reponed 1o
SSA, case In nonpay status).

J.  Numbsr of minutes to process the alert (i
sl processing information lg not obtained through
a cos! formuia). Include all sl Involved In
handling. development, coordination, recording, data
eniry, racovery, sic. Provide timashest, ¥ necessary.

K. Other optional information at the discration of
the match manager.

NOTE: You can add additional quastions to
your data coliection forms, but our experience
has besn that R is best to limi the data
collacied to essantia! Rems.
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APPENDIX 2

SSA COMPUTER MATCH COST/BENEFIT SUMMARY

A, identifylng Information

1.
2.

N o o A

Match Title: No.
Prepared By - Name: Ext.:

Component: Date:
This summary is based on match

runs performed during the period to

Number of cases alerted during this period

Estimated number of cases to be alerted for current FY:

Number of sample cases selected for review:

Number of sample cases developed and data
coliection sheets completed for this analysis:

B. Summary of Cost Data (Projected 1o the universe of alerts)

N o o AW N

Full cost Estimated

(one-time ongoing

i cost
SSA Systems Costs: $ s
Source Agency Costs: s $
SSA RO/CO Coordination Costs: $ $
PSC Processing Costs: S H
FO Development Costs: L $
Overpayment Recovery Costs: s 5
Other SSA Costs (dascribe at end): -3 $
Total Costs: $ $

Page 50 GAO/PEMD-54-2 Quality of Decisions to Conduct Computer Matches



Appendix III
SSA Guide for Cost-Benefit Analysis

3. Summary of Bensfit Data (Projected to the universe of alerts)
1. Mnderpayments Comrected
g&. Number of underpaid cases identified:
b. Total amourt of retroactive underpayments paid:

c. Total amount of monthly payment increases (i.e.,
tota! arnount of correction of ongoing underpayments):

2. Recovery of Retrpactive Overpayments

a. Number of cases with retro overpayments:

i

b. Total amount of retro overpayments detected: $
c. Recovery rate: %
d. Amount expected to be recovered: $

3. Savings from Case Terminat

Number of cases terminated:

o

Tota! amount paid to cases in 3(a) for
month before termination month:

[¢]

. Estimated average number of months cases
in 3(a) will remain in nonpay siatus:

d. Total O/P's Prevented [3(b) times 3{c)):
4, Savings from Payment Reductions
#. Number of cases with a reduced payment dus to match:

b. Total ampunt of morthly payment
reduction for cases in 4(a):

¢. Estimated number of months payment
‘reduction will continue:

d. Savings from payment reduction
[4(b) times 4(c)):

NRRARin

‘Tota! Benaiit:
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. Benefit/CostRatio: (total benefils divided by total costs)
{Compute benefits from the following tems in section C. sbove:
1.b. plus 1.c. plus 2.0. plus 3.0. plus 4.d.)

For matches with one-time or nonrecurring costs, alsc show the
expected benefit/cost ratio using onpoing tost only (i.e., without
the one-time costs):

Expilanation for lems in B.7 (i needed):

Explain any unusual or stypical costs or benefits of this period's match: {For example,
H this was an initiat match, do vou expect bengfits to decline in future matches?

List and explain any nonquantifiable benefits or costs accrued by this match:
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APPENDIX 3

Conceptual Criteria for Reviewing Computer-
Match Cost-benefit Analyses

Completeness

Does the cost-benefit analysis report adequately describe the objectives,
design, scope, and perspective of the study; its assumptions and their
rationate; the resources and time needed to perform the study; and the
costs and benefits included and not included in the analysis?

Verifiability

Did the cost-benefit analysis have adequate supporting documentation?
Can parts of the study be independently corroborated? Is the informa-
tion provided sufficient to permit a check or recomputation of figures
under the same or other assumptions?

Technical Adequacy

Did the analysis address the objectives of the study? Were the study
methods and procedures selected and applied appropriately? Are the
data that were collected rellable and appropriate? Are the findings and
recommendations supported by the analysis? Is the report well organ-
ized, logical, and internally consistent? Were the measures or procedures
for estimating costs and benefits appropriate? Are significant or quanti-
fiable costs or benefits not reported or not acknowledged?

Validation

To what extent were prematch analyses followed up with postmatch
results? To what extent were intertm analyses updated? To what extent
has the analysis been replicated? Have the results been discussed?

Utilization

Is there a plan for distributing the information in the analysis? How
available is the analysis? How relevant is the analysis to computer-
match decisionmakers? What effect has the analysis had on current and
future computer-match operations?

Page 80 GAQ/PEMDAT.2 Computer Matching
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IRS Worksheet for Disclosure of Information
to Federal, State, and Local Agencies

IRS COMPUTER MATCHING PROGRAM"
BENEFIT/COST ANALYSIS
Period Covered: July 1, 1990 to June 30, 1991.

Name of Agency:

Banefits:

- Recovered overpayments and debts

- Amounts collected as fines and penalties

- Amounts saved monthly as a result of
disqualification from the benefit program
{meagured from month of disqualification

- Administrative savings such as personnel
and program costs resulting from
disqualification (measured from month of
disqualificaticn)

- Other (please list)
Total

Costs:

- Salaries, fringe benefits, and other
perscnnel costs in administering the
matching program

- Computer costs

- Costs associated with the verification
process

- Costs for "safeguarding” tax information
- Costs associated with appeal process
- Costs for forms, postage, duplication, etc.
- Other (please list)
Tcotal

"Retyped from original.
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Comments From the Office of Management
and Budget

EXECUTIVE OFFICE OF THE PRESIDENT
OFFICE OF MANAGEMENT AND BUDGET RECEIVED
WASHNGTON. 0.C. 20503

pUG S 1993
Ms., Eleanor Chelimsky .
Assistant Comptroller General JUL 21 183 CAOPEMD
Genaral Accounting Office
441 G Street, N.W.
washington, D.C. 20548

Dear Ms. Chelinsky:

This is in response to your letter of May 25, 1993 asking for the
Office of Management and Budget's (OMB) comments on a draft
report entitled "Computer Matching: Quality of Decisions and of
Supporting Analyses Little Affected by the 1988 Act." The Act to
which the title refers is the Computer Matching and Privacy
Protection Act of 1988 which amended the Privacy Act of 1974 to
address concerns about the automated comparison of Privacy Act
records.

The report contained two recommendations for OMB:

= that OMB "expedite publishing minimum standard criteria
for cost-benefit analyses, identifying which specific
cost and benafit elements should be included;" and

- that OMB "should direct agencies to establish procedures
to retrospectively measure costs and benefits to
datermine whether estimated benefits are actually
achleved, especially in cases where costs are high in
relation to benefits or for those matches where the
benefits appear to be the greatest."

We generally agree with these recommendations, and will soon
undertake to prepare guidance on conducting cost-benefit analyses
of matching programs that amplifies the guidance we publighed in
1989. ([See "Final Guidance Interpreting the Provisions of Public
Law 100-503," 54 Federal Register at 25828, June 19, 1989.]

I have enclosed additional specific comments on the report.
Please direct any questions about this response to Robert N.
Veeder of my staff. He can be reached at 202-395~3785.

Sincerely,

N AERY VAZ;r\
Sally Katzen
Administrator

Ooffice of Information
and Regulatory Affairs

Enclosure

Page 55 GAO/PEMD-94-2 Quality of Decisions to Conduct Computer Matches



Appendix V
Comments From the Office of Management
and Budget

ENCLOSURE

Comments on General Accounting Office Draft Report, "Computer
Matching: Quality of Dacisions and of Supporting Analyses Little
Affected by the 1988 Act."

The report refers to concerns about the "legality or
constitutionality of matching" raised by matching opponents. We
presume thess are references to the uss of §(b)(3) of the Privacy
(Act), a "routine use," to transfer records among matching
agencies and assertlions of Fourth Amendment vioclations resulting
from electronic searches. GAC may wish to necte that no court has
found such routine use data transfers to be in violation of the
Act nor have electronic searches bean held to be in viclation of
the Constitution.

Although GAC collected a great deal of information from the
agencies, the conclusions reached are not always supported by the
data gathered. For exanmpla, in examining the matching agreements
required by the Act, the report finds them to be complete ("all
the agresments contained each of the required slements"), but
then goes on to speculata that "the apparent completeness of the
agreements may raflect no more than prg forma compliance." a
plausible alternative finding would be that the completeness of
the agressments demcnstratas that the goal of the framers to bring
procsdural regularity to the exchange of data for matching was
being met. Indeed, in writing ocur original guidance, OMB
deliberately did not provide a model matching agreement for
agencies to use because wa feared that they would turn it into a
"£ill in the blanks" exercise. Had the report shown that
agencies were not carrying out elements of the agreements, one
might make an assertion that they were acting in a pro forma way.
No such evidence was presented.

In another example, the report asserts that since Data Integrity
Boards {DIB) rejected no agreements, they must not be doing an
effective job in monitoring agency practices--"we determined that
DIBS may be serving only a pro forma function."™ Our own
experience in reviewing agency matching reports suggests a
different conclusion. Once an agreement or a report reaches a
saenior raview level, it has passed through many levels of raview
and consultation. Dubious proposals are weeded out in this
process. Thus, because they are never actually presented tc the
Board, they are never formally rejected. We do not agres that a
low rejection rate, therefore, means the Boards are not doing a
diligent job in reviewing matching proposals.
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The chapter of the report on cost-benefit analysis raised some
interesting questions. 1Its finding that the quality of such
analyses is generally low is consistent with our experience in
reviewing agency matching reports under our 1989 guidance which
also required cost-benefit analysis. We helieve, however, that
the reason for the lack of quality may he not so much a lack of
criteria for doing such an analysis but rather that the wrong
part of the organization is being tasked to do the work. It is
the pregram offices, not the Privacy Act or data processing
staffs, that have the expertise and incentive to produce high
quality analysis; yet the report dces not indicate that program
staffs ware consulted tc determine whether they had, in fact,
prepared such analyses. Also, in the context of the Privacy Act,
cost~benefit analysis should be confined to determining whether
computer matching is cost-beneficial when compared with scme
other mathod of determining benefit eligibility, identifying
overpayments, or verifying compliance with statutory or
regulatory requirements. This is an area we will explore with
the agencies as we davelop additional guidance on conducting .
matching programs in compliance with the Act. i
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. Patrick G. Grasso, Assistant Director
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and Methodology
Division
: Arthur Gallegos, Regional Management Representative
DGI:IVGI' Reglonal Ricki Earl Brown, Project Manager
| Office Christopher R. Moos, Member
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Glossary

Computer Matching

The identification of similarities or dissimilarities in data found in two or
more computer files,

Data Integrity Board

The Computer Matching and Privacy Protection Act requires that every
agency conducting or participating in a matching program establish a Data
Integrity Board to oversee and coordinate among the various components
of the agency the implementation of this section. The act further mandates
that the Board consist of senior officials designated by the head of the
agency and include any senior official designated by the head of the
agency as responsible for implementation of this section and the inspector
general of the agency, if any. The inspector general may not serve as Board
chairman.

Deterrence

A potential, qualitative benefit of computer matching. The concept of
deterrence is based on an expectation that as the probability of detection
is perceived to be high or the severity of the penalty for wrongdoing is
perceived to be sufficiently great, the option of compliance becomes
increasingly attractive. If the computer match detects noncompliance and
if the subsequent sanctions for this behavior are perceived to be
substantial, then future noncompliant behavior may be curtailed.

Hit

Information on one or more data elements in two or more automated files
that appear to be identical or similar (name, Social Security number,
address, date of birth, and the like),

Recipient Agency

Any agency, or contractor thereof, receiving records contained in a system
of records from a source agency for use in a matching program.

Source Agency

Any agency that discloses records contained in a system of records to be
used in a matching program, or any state or local government, or agency
thereof, that discloses records to be used in a matching program.
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