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MEMORANDUM 


TO: Bruce 
 W{L~~~ 
FROM: Jofi 


RE: State and Local Welfare Fraud Reform Efforts 


DATE: May 17~ 1994 


This memo will be divided into two parts; first, I will take 
a look at selected state and local welfare reform efforts in 

, recent years which offer a sense of the approaches being taken 
and ,what works and what doesn't. Second, I shall take a ,more 
macroscopic view of welfare fraud reform and offer general pOints 
on developing ,a sound welfare' fraud program.. ' 

I~WELFARE FRAUD REFORM EFFORTS IN ACTUAL PRACTICE' 

Across the nation, state and local governments have taken up 
the cause of welfare reform with a zeal, striving to crack down 
on a problem that costs billions of dollars each year. Faced 

,'with rising public pressures for , comprehensive, changes in the 
system, governments have focused their efforts on perhaps the 
most galling aspect of the welfare system, the waste and abuse 
which takes place on a massive scale. In the following sections, 
I shall outline the efforts of several governments to crack down 
on welfare' fraud; in no way do they present a comprehensive 
picture, since the vast majority of states have taken on 
initiatives in the last few years to tackle, welfare fraud, 
whether in the form of a state-wide effort, or limited to 
selected local areas. 

(1) Following a highly critical 1992 county grand jury 
report criticizing the Social Services Department's handling of 
welfare fraud, which cost the county an estimated $70 million per 
year, San Diego transferred welfare fraud investigat.ions from the~~~ Social Services Department to the District Attorney's Office.\)01" [	 The belief that establishing a genuine criminal emphasis on 
welfare fraud would bring a more serious and professional ' 
approach to the investigation of fraud cases served as the , 
reasoning behind the move. In many ways, the Social Services' 

, 	 ,) ,

Department acts as the advocate of the rights and entitlements of 
welfare recipients; hence, it hardly can be expected to smoothly 
switch roles and investigate those very same people for possible 
fraud. Indeed, it is the District Attorney's Office which has 
the requisite capabilities and expertise to conduct crimina~ 
investigations. 

;, 

While monthly updates on the progress of the program have 
been slow in coming, general reports indicate the program is 



having 'success in preventing welfare fraud and saving the county 
money. The number of applications investigated have gone up 50%, 
and welfare-fraud related criminal complaints have shot, up more 
than 200%. In the period of July-December 1993, 66,000 
a,pplications for welfare were made; of these, 11% were considered 
suspicious and referred for investigation. Accordingly, the 
department denied benefits to 3459 people and discontinued 
payments in 1410 cases. The number of cases denied or. 
discontinued rose 46% over the previous six-month period. While 
it is the prosecutor's office which now handles potential welfare' 
fraud cases, the eligibility workers in the Social Services 

'Department are also referring a higher percentage of.cases for 
investigation. 

Nevertheless, some critics do question the costs of the 
program and whether they are worth the benefits. A new unit, .the 
Public Assistance Fraud Division in the office of the District 
Attorney, is responsible 'for all welfare fraud cases; it has a 
staff of 65 investigators and has a $10.1 milliOn b't,ldget for this 
fiscal year. Previously, the Social Services Department spent 
$6.5 million per fiscal year on welfare fraud investigations. 
Critics wonder if the county is truly saving any money, if it is 
forced to incur such a high overhead. 

The Assistant Attorney General claims to have saved $1.5 
million in payments from July to December 1993 alone;, if we look 
at those payments from the perspective of. the long-term (i.e. the 
fraudulent payments are not just for one month, but stretch.on 
for possibly years), then the savings are projected to surpass, 
$31 million. 

(2) The state of Massachusetts has established' a front-end 
detection program, administered by the Department of Public 
Welfare and the Bureau of Special Investigations. The program 
provides for the review of applica,tions which caseworkers suspect 
as fraudulent. Front-end detection has developed into a popular 
approach, since it offers a cost-effective mean~ for states to 
screen out potential problems before they occur. The most 
critical oQstacle 'facing front-end detection, however, is a lack 
of ,staff; this type of program requires, a large number of 
investigators able to sift through applications. The Weld 
administration has also proposed attaching the wages of people 

./ 	 who have been convicted of fr.aud, and have stopped repaying the 
money owed. , Other states, including California, New York, Texas, ~ 

,North Carolina, ,and Connecticut, now also· engage in some form of 
front-end detection. 

" . 

__--_~n fac~, Oran e County in California established an~ 
./ CWelfare Fraud Detection Prog am in 1982 and has saved taxpayers 

more t an 2 mil ~on ' none l8-month period alone. The state of 
'v~~;,~ California has consisten~ly touted the program as an exa~ple-for
l~ ~Ol' other states and the nat10n to follow. The program util~zes 

investigators from the district attorney's office, who 

investigate applicants on the basis of'tips from informants, type, 
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/J of car driven, type of neighborhood'and address, attire worn, and 
use of multiple Social Security numbers. In a study conducted by 
the firm of Ar'thur Young & Co., the money .saved for the state by' 
the program clearly exceeded the costs of operation, to the tune 
'of $17.3 to 26.3 billion during an IS-month period. . Whereas an 
average of only 7.6 cases were being targeted for investigation 

.each month under the old welfare fraud 'program, 142 cases.were 
reviewed in the first year of the new program. 

However, the estimated savings were reduced by about 11% ~o 
account for some applications that were first rejected but 
accepted later. ' In addition, the report does not compare the 
savings under the new system with those of·the old one, nor does 
it estimate how much more expensive it is to obtain those savings 
by using higher-salaried district attorney's ,investigators . 
~nstead of social workers. 

(.3)'The state of Alabama has developed an automated claims 

syst'em, whereby welfare claims can be tracked and the system can 

'send out bills and notifications of delinquent child support 

paymen'ts. Alabama also has a computer matching sy~tem which 

compares state welfare records with ,IRS data. 


(4) The city of Bridgeport,' Connecticut, with the assistance 
.of the state government, uncovered $500,000 in welfare fraud last,' 
year., Through the use of the e,1igibility management system, or 
EMS, the' city is provided access to files from the Social .. 
Security Department, the Qepartment of Labor, and the Department 
of Motor Vehicles. The city alsq has access to another computer 

. system which produces photo images of applicants and has helped 
expo'se cheaters who managed to collect multiple welfare checks by 
sign.:J-ng up under dif,ferent names and Social Security numbers. 

II. WELFARE FRAUD CONTROL IN PERSPECTIVE 

(Note: For the most part, the sources'I am using are rather 
old; they were published ,in' the early 1980's. There doesn't ~eem 
to be much recent literature on the general problem of welfare 
fraud, although many articles are available on specific 
state/local efforts against fraud.) 

. . 
It is important to examine the root causes of the 

difficulties in establishing firm welfare fraud control regimes 
throughout our nation. First of'all, the entire ethos of the 
welfare system militates against strenuous efforts to cancel out 
deception and cheating in the welfare system. According to 
Hentzall et aI, 

, the administrative agencies, and legislative committees 
statutorily authorized to prescribe policy and 
operations for government benefit programs have 
tended to view their mission vis-a-vis these programs 
as one of assisting needy individuals enhance their 
lives through the' transfer of public wealth. The focus ••• 
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has not been t'o try to eliminate •••• opportunities 
and incentives for defrauding benefit programs, but 
rather to try to facilitate the transfer of puplic 
funds (8). 

Eligibility workers and welfare administrators do not enter this 
line of' business with hopes of cracking down on "bad" welfare 
cheaters; they are more likely to understand the entire welfare 
population as a disadvantaged group who are entitled to some 
assistance, even if illegal. 

Second~ the decentralized structure of the welfare system in 
the U.S., where the states individually administer the AFDC 
programs with certain broad federal guidelines and mandates., does 
not permit for accountability or tight controls on 'waste/fraud. 
Perhaps an inevitable result of the system of federalism, the 
seemingly patchwork AFDC system across the, nation makes it 
difficult for the federal government to launch an all-out drive 
against fraud. In addition, different states carry different 
laws and attitudes concerning what behavior is considered 
fraudulent. 

Third, both the front-line welfare caseworkers and welfare 
administrators have little incentive to adopt a tough attitude 
towards welfare fraud. While it is the federal and state\"-~{, Igovernment leaders who usually raise the biggest ruckus over the 
problem of welfare reform, they actually possess the least power 
to exert any action. The front-line caseworkers and welfare 
administrators are in the greatest position to do anything; yet, 
they lack the incentives necessary for motivation. In the case 
of the welfare caseworkers, they are usually poorly motivated and 
overworked, and, for the most part, are tranSitory employees. 
Zeller notes, 

The caseworker has limited incentives to seek out 
instances of clients' not reporting changes. Wage 
increases for, superior performance can be earned, 
but performance is evaluated on a variety of 
activities; there is no direct reward system for 
superior "investigative lt work. (57) 

Finally, welfare recipients who are guilty of fraud, when 
caught, face little more than a slap on the wrist. The threat of 
criminal prosecution is little more than a threat; no prosecutor 
is going to waste his or her time with a routine welfare fraud 
case unless it garners high media coverage, a la "Welfare Queen" 

. cases. Hence, those cases which are actually routed to the 
prosecutor's office from the social services/welfare office 
usually languish'. The severest administrative penalty assessed 
against welfare cheaters is usually the repaymerit of excess 
benefits; this punishment offers little deterrent against would­
be fraud cheaters, who at worst would have to pay back their ill­

/ 
F",\hH gotten gains and lose eligibility for AFDC. Few welfare 

recipients own assets which can be seized by the government. In 
other words, the current system practically invites cheating, 



" 

without 	providing a. reasonable deterrent. 

The question thus arises: are all welfare fraud control 
. programs doomed to ultimate failure by the over-arching forces of. 

·inertial bureaucracy? Not necessarily so. ~preventio1t) 
programs, where the focus is placed on stopping fraud before it

vi occurs, have a. much higher success rate than those programs which 
aim at catching fraud after it has already occurred. ForIexample, one option is the simple task of providing better 
training to caseworkers so that they are better able to recognize 
those applications and claim information which are most likely to 
indicate the possibility of fraud. Other sound fraud prevention 
programs include quality control regimes, resource allocation (so 
that more resources are devoted to fraud control), and incentive 

~ 	 systems for caseworkers. The front-end detection programs, used 
by both CalIfornia and Massachusetts (mentioned above), are also 
excellent examples of fraud prevention activities. 

Another sound tool for welfare fraud control programs 
involves the reliance on incentives/rewards as opposed to 
sanc~ions/penalties. States and localities that are given the 
incentive to crack down :on welfare fraud are much more likely to 
do so than if a cloud of punishment is hanging over them; if they 
can share in the rewards, then they are more likely to cooperate. 
Hence, programs which return a certain percentage of the savings 
achieved to front-line caseworkers will encourage the caseworkers 
to be more vigilant for fraud. In addition, incentives can be 
better manipulated. to fit the particular conditions of a state or 
locality than a bro~d restriction. 

Finally, perhaps the most important aspect of a sound fraud 
control regime is placing accountability in a specific office. 
Currently, in most states, nobody is responsible for the problem. 
of welfare fraud; it is a collective problem which has roots at 
every point of the bureaucracy•. Accordingly, nothing gets done. 
Placing specific responsibility for welfare fraud detection 
solely in one office would bring new focus and determination to 
this problem~ it would ensure that no other objective would 
compete with welfare fraud detection for time or resources. 
Hence, such ideas as establishing a specific welfare fraud unit 
in the prosecutor's office, or havin the prosecutor's office./ . tlJoan II several assistants to the we:J;.!are unit,. would help brIng

b°-:) \ 	 focus to the overall task of fraud detection. Ideally, everyone 
should focus on detecting and preventing fraud: but, in reality, 
only the delegation of· specific responsibility for this issue 
under a specific office will ensure r~sults. 



'. ,,,., 

BIBLIOGRAPHY OF WORKS CITED 

Gardiner, John, Shirley Hentzell, and Theodore Lyman. Fraud 
in Government Benefit Programs: Suggested State/Local Prevention 
Strategies. (Washington: National Institute of Justice, DOJ, 
February 1982). 

Zeller, Florence. AFDC Payment Error Rate Case Studies: 
Comparative Analysis (Wash1ngton: National Academy of Public 
Administration, 1981). 



JUL-25-1996 11:12 TO:244 - B. REED FROM:DADE,J. . P.1/5 .. 
EXECUTIVE OFFICE OF THE PRESIDENT LRM NO: 6172 
OFFice OF MANAGEMENT AND BUDGET 

Washington, D.C. 2050~-o001. FILE NO: 1498 

7121198SPECIAL LEGISLATIVE REFERRAL MEMORANDUM Total Page(s): ~ 
TO: Legislative Liaison Officer - See 

FROM: Janet FORSGREN (for) Assistant Director f~r Legislative Reference 

OMS CONTACT: Melinda HASKINS 395-3923 Legis alive Assistant's Line: 395-3923 
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§. . .' . ....... " .......... 

DEADLlt\E: COBFrida~. JiJly 2~,1'99~ 

In accordance with OMB Circular A·19. OMB requests the views of your agency on the above subject before 
advising on Its relationship to the program of the President. 

Please advise us If this item will affect direct spending or receipts for purposes of the 
"Pay·As·You-Go" provisions of Title XIII of the Omnibus Budget Reconciliation Act of 1990. 

COMMENTS: Please review the attached report on S. 599 (see attached incoming letter). 

DISTRIBUTION LIST: 
AGENCIES: 7-AGRiCULTURE· Marvin Shapiro - 2027201516 

. B.1-'JUSTICe· Andrew Fois - 2025142141 
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RESPONSE TO LRM NO: 6172 
LEGISLATIVE REFERRAL FILe NO: 1498MEMORANDUM 

If your response to thIs request for views Is short (e.g., concur/no comment). we prefer that you respond bye-mail or 
by faxing us this response sheet. . 
If the response Is short and you prefer to call, please call the branch.wide line snown below (NOT the analyst's I,ne) 
to leave a message with a legislative assistant. 
You may also respond by: 

(1) caJling the analyst/attorney's direct line (you will be connected to voice mail if the analyst does not answer); or 
(2) sending US 8 memo or letter 

Please Include the LRM number shown above. end the subject shown below. 

TO: Melinda HASKINS 395·3923 
Office of Management and Budget 
Fax Number: 395-6148 
Branch-Wide Line (to reach legislative assistant): 395·3923 

FROM: ,(Date) 

.·c (Name) 

______--,-~_'--_______ (Agency) 

____-.,..--_______________ (Telephone)· 

SUBJECT: HHS Proposed Report RE: S599, Elimination of Welfare Benefits to Fugitives 
and Information Sharing with· Law Officers 

The following Is the response of our agency to your request for views on the above-captioned subject: 

___ Concu, 

___ No Objection 


.___ NQ Comment 


___ See proposed edits on pages ____ 


__ Other; _________~_ 


___ FAX RETURN of _ pages. attached to this response sheet 
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The Honoriable.Jt:.I/iutph ~.. Ri nFln, .TT.· 

United States Senate 

Wachin9ton, DC 20S10 


Dear 	ScnQtor Sidon, 

"l'b1$ reaponas to your TnCJunnt. for tho viGwc of ' the. 
Departmeflt.of Health and .Human Services (HHS) on that portion of· 
S. 599 (Santorum) which would authorize 8~ata welfare officco to 
share with law enforcement officials information on program
rec1pientls whu WtU.1d !u~.lLl,,\!:" ..fl'om j\l8tice ..• 

. The relevant portions of S. 5,99 woulu CiIIl~UY. l:'t:vl;udl SL.CiLu.Le=a.' 
authorizing federal ~s6istance programs for needy individuals and 
taml11es,i.nc!uding the Aid tOl"ami11es withD~pe:n<1e.til,;. Ch1ldren .. 
(AFDe) And Medicaic;i'programs administered by JIHS, tocreat:e 
exceptions :'0 prohib,itions on, C11sCJ.osure of personal information 
on program beneficiaries other thar. for ;£>rogram purposes .. The 
exceptions would permit the agencies adm1nistering tnese programs 
to furnish L.h~ CLu.'rent Glddress, Social Security number, ana 
photograph of a recipient. upon request. to. a l,aw enforcemer.t, 
officer who,notified ~he aqencythat the.recip1ent--· 

Cl' ,was. fleeing, to avoid prosecution. or confinement aft'er 
conviction. for,. felony; 

. (2) 	 was violating a federal or state law condition of 
.probation (tIr par.,,' Fl.: nr' 

~I 	 ' 

(3) 	 'ha~ :i.nfor.mation thatwaa nCC'C:811i1:\ry ft:'l'r thp. Clffi~".T' Tn 
conduct the officer's offi.cial duties. 

. HlIB believes that. forr~as(;ms including the, preservation of 
p.ogram integrity a.nd the protection of in~ividu~l pX'lvi::icy, 'lha 
exceptions to the general strict limits on disclosure and use of 

. .i.nf~1'm4tiollil':l the file., of tho AFDC ,and Hedicoid progrolll" "houle 
not lightly be expanded. We would not object to providing
exceptiorltl. .iu (';i:ln~Lully ~c".JulJ.()lled I!I.nd limited l;ircumatllU1cee, in 
order to permit tbe State agencies administering these programs 

·t:o turnish to law enforcement officials 1dentity1ng and locator· 
information orr beneficiariee. who have been charged with or ; , 
convicted of serioue offenses, as in the case or categories (J.:) 
and (2), above. We are, however. concerned about certain aspects
of the .. bill and the addit1onalcategory suggest.ed in your l.etter 
with re&Jpect to persona subject to, an arrest wa.:r.ran.t .. 

, First, we note that s. ,S?9 would SUbstantially lo~erthe· 
current standard for the show~ng the la~ enforcement. officer 
,would be required to make: whereas under the current.hFDC .statute 
th~ officer must. "satisfactorily demonstrate·' that the recipient
is' a fuqitive felon, S. 599 would ~eQ\lir~ the officer only to, .. 
"notify'! tile welfare agency to this effect. We strongly prefer 
I..hllL Lbe cu.rl:'ent standard be maintained, in effect requiring 

http:suggest.ed
http:Departmeflt.of
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per8uaaive documentary or other evidence bafore the privacy of 

welfare recipients may be invaded. .' 


Secono, we would object to an amendment to provide similar 
acclt.s!!J wi or: h respect,t,o i l'Id i v:i.dunl CJ for whom \:In \:lrroot: W.:lrr::lnt: hac 
been issued, unless the provision were limited to cases where the 
~harge for which theindividuol w~. Rought was a felony. 

Thl.L'I'l, ~<.: IIi:IL.Lu.l..l.~ly object to eA-eeg01.'y(3) abov., which would 
permit v!rtually unlimited law enforcement access to locator 
intormation on emy recipient. Wbel'e~ti Lb~ rlL'tH. l.wu ~*,l..~(,.u:.i~t.i 

, .allow access only t.o in·formation .on accused or convicted felons, 
under the t.b.1r(1 cat.egory ehe office!:' need only kssert:; a be11et 
that tbe recipient knows. something related to the officer's , 
official duties. The exception would apply even if the recipient 
was not UDQer suspicion of any wrongdoing, and even if the 
information sought (with respect to =he recipient or to someone 
elee)concerneci a matter involving no wrongdoing, or a minor 
civil matter or a misdemeanor rather than a felony .. The proposed 
exception is so broad that we are unable to discern what narrower 
and more justifiable exception may have been intended. 

, Your letter also notes that certainprovieions :of the bill 
(those concerning the supplemental securit.y inC':omf! (SSI) a.nd 
housing programs) would require rather than permit such sharing 
nf.inf'n"l"'TflAr.;nl'l r:y w~'f~r~ Itgf!.l1r::y nff1r:1F.1l.FI wit.h law enformament 
officers. We c:tefer on the merits of those provisions to the 
Social SQCU:rityAdminisatration And the De-partm.nt of ROLll1ina and 
Orban Development. respectively. 

rhe Off~ce of Man~g8ment and Budget has advised that there 

. is no objection to the tr~nornitt~l of tbiD lettor from tho 

etandpoint of the Administration'S program . 


. Sincerely. 

I 

!Janna t.:. ::;halala 

http:De-partm.nt
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.J .. DtLAWAl1f

• 
"'!.l • 1It,i( 0.: (% , ~lr.r.'II/: ':. ' :iunlt"" ~tat£J e'-7~" THk·~~,d~r:; ..,!n 

WASHtNGTON, DC 2.0e10-0802 

Mlly 2~, 1995 e,. i::'-: . tJfJ -,2 IiIU:LV 

GEHERr.l C8·UN~~. L liT:'l'he Honorable Donnn Sh.~l ..l. . LEGISLATI NDlViSlO",Secretary , 

Department ot. Haalth and Human Service~ 


'200 Independence ~venue S.W. 

Washington, D.C. ~020l 


Dear Madamp.,Secretary: 

J am writing w~th ragard to the sharing ot 1ntorroat,1on 
between state. welfcu:e oLf!ces and law enforcelT'l~nt officials. 
Legislation regarding this matter has heen introduced in the U.~. 
Sp.n~~p hy Ranator R1ck Santorum, and Delaware State Senator David 
Brady recently contacted me about the issue. I would appreciate 
your viewg on tn~ matter. 

, , ' ' J. 
he yO\.1 know, undfillT AA~t~;()n 40~ tal (9) of the Social Security 

Act, states have the option of releasing to law enforcement 
offic!Qlo the addZ"e8" of an .i.ndividn:al who i8 receiving Aid to 
Families with Dependent Children if the individual is a ,fugit.ive 
felon arid if'law enforcement provia•• the n~~A ~nn ~oeial 
Security number of the recipient. Some have argued that this 
authorit.y ~hoQld be e:ICpanc:led.. 

·~t 

In March·, Sen~l..u.t&Alltorum in\:roduaea lcgiDl.:t.tion in the 
U.S. Senate that would expand the authority of state welfare 
otticas to release information l.v 1",,,, enforcement officials. 
S. 599 would, in part, x=guire the release of tbe addresses of 
Dot only tbosewelfare recipients who au:~ .[""W..i.l:.ive felons but 
also those who are in violation of pt:obation or parole. 

Going one step further, State Senator Brady 1s interested in 
permitting law enforcement officials in uelaware to obcaln the 
address of a welfare recipient for whom an a~rest warrant has . 
been issued. However, becHuse of federal law, a otate pOlicy to 
t.h1a effect 'ould be inoperative. 

1 would appreciate your perspectives on this matter, 
including your thought., on S. S99 iteelf as .well eU, on possible 
lp.a1Ji'~I.ion to change the reference in current law from "f\1g1t.ive 
felon" to ...those with an arrest warrant. R I look forward to 
havinG ynuT' ; nput . . 

R. I-l~ rifl!n,· Jr" 
States Senator 
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Wilson' Begins 
New Attock on 

Welfare Froud 
'One strike' would b~ , 
convicted cheats for life 

BII.Bd#Ianl E".,cUt 
, C/tl'olllde ~JWftII,. 

Governor WUson has proposed 
new measu.rea to crack down on 
welfare fraud aDd on parents who 
skip child support payments. 

,Expanding on themes he has 
sounded throughout his term as 
governor. he introduced a "one 
strike aDd you're ofr' pJanyester­
day in Glendale that would perma­
nently cUsquiIify people convicted 
of welfare fraud from collecting 
benefits again. He estimates tbat 
such a rule would save the state 
150 million a year. 

The children of dlsqual1lied re­
. cipients would stlll be eligible for 
bencfjts. . 

On Wednesday, the governor 
proposed allowing the slate to sus-

Wilson also wants to 
. suspend the driver's 
',or professional 
licenses ofparents 
Who skip child 
support payments 

pend tbe driver's or professional 
licenses ot parents who'sldp child 
SUPPO" payments. 

Wilson - wllo is spendhls lev­
eral days in Souttlerncallforrua ­
Is maimg welfare retorm the 
theme of bis publk appearecell 
this week. Welfare reform is oce 
of his favorite topics; during his 
term. welfare benefits bave been 
slashed. and recipients have been 
encourag~ to find work Without 
endangering their beDef!ls. 

'"v" 


In aspeeell We4Deiday III Hun­
tUlglOll Beach. WUsoD pve the rl ­
t,lolllle beIdDd. blI UcfmsNusPen­

· lioJlP~c· ' .. ,' '.,. ..,;' . 
"We "'&DIU; blvlry c1ar'1a 

our meaage ·10· deadbeat Parenti: ., .. 
You .bouldn, care. more 'about 
your ear paymenlS thaD your 
child." be said. "But If you lack tbe 
decency to eencllove to your ehlld, 
you'd benet lead money, or we'U 
bunt you. dowu aDd dOCk your 
pay," 

WIlsoD. who takes credit tor 
maJiyof the ideas included 1a Pres­
Ident OiDtoD', proposaJ.to cbaDge 
the federal welfaresylttlD, also 
sijd that although he backs a two­

, year lJm1t· for ·able-bodJed rec:1p1­
ents to collect welfare. be would 

prefer to see the 11m1t c:ut to oilly 

slxmontbs. 


He also critlcJ:ed a prov1s1oD in 
Clinton's plan that would aUow re­
cipients to eet governmeat-pald 
work if. after the two-year perlDCl 
expired, they sU1l could Dot 'lDel a 
job. Wll80n cited a Heritage Foun­
datioQ ,Wdy "that says the CUnton 
plan doesn't eud welfare, as we 
know it, It extends welfare u we 
bow it." 

Slate Treasurer· Kathleen 

Brown, Wilson'. DemoeraUc oppo­

nent. attacked Wilson for wbat she 

~Jed his BuddeD interest I.D dellD· 

,Quent child supponpaymeclS. 


"Absent parents I.D Cautornia 
owe more the as billion I.D del1a­
quenl child suppo"," she said in a 
statement "But while California's 
children have been Buffering. Pete 
WUsOD baB been nowbere." 

Sbe .8lso pointed out that for 

months she has beeD call.lng for 


· parents who miss support pay­
ments to be made meUglble .for all 
state licenses and barred from en­
rollmg in the state's public bJaber­
education system. 

Her campaIgn spokesman, 
· John Whitehurst. also hit the "one­
strike" Idea. "WUson talks touib at 
eleetion time. but as governor be 
did nothing" about the welf~re 
fraud wue, WbJlehurst sald, 
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• Welfare 'Fraud: Beginning in September, seven counties in NC, SC and GA will attack 
interstate welfare fraud through fingerprinting technology and a joint database. The 

.....<, 
teclmology will allow the counties to cross-check each other's public assistance rolls to 

~, ~ asure that persons applying for benefits are not' already receiving them in other states., .1 ...~u 
, ~v~ Q./ 

FOIA Requests: 	 ,/fti 
'" 	 NBC Nightly News has requested a copy of the HCF A report on an alleged case of 

patient I!dumping" by Kaiser Permanente and ruiycongressional correspondence 
concerning this report. 

'" 	 This is the first year in which states must provid,e details on their ,implementation 
'of the Synar amendment --actions they will take to prevent access to tobacco 
products by those under 18 years ofage -- as a condition for receiving ,substance 
abuse prevention and treatment block grant funds. To date, five requestors have 
asked for information from each State and territory concerning their,Synar 
implementation plans.' ' 

DEPARTMENT OF HOUSING AND URBAN DEVELOPMENT 

• 	 Management Awards:.Secretary Cuomo presented 238 communities with awards for 
outstanding management of housing and community development programs funded by 
HUD. The newJohnJ. Gunther Blue Ribbon Practices Awards recognize the top' 
performing cities, towns, .counties, states and territories an10ng the 1,000 communities 
around the nation that receive about $7 billion in block grants and competitive awards 
from HUD's Division of Community Planning and Development eacJ'l year for housing 
and community development projects. . . 

• 	 Fannie Mae: HUD approved Fannie Mae's controversia:l proposal to insure mortgages 
against a homeowner's death, disability or unemployment. . Initiatives in both the House 

.' 	 and the Senate would eliminate the tax benefit that would help Fannie Mae earn profits 
from the insurance. 

VETERANSAFFAIRS 

• 	 Balanced Budget: Veterans service organizations (VSOs) continue to express concern 
over the balanced budget agreement and its impact on VA's discretionary accounts, 
particularly VA's medical care account. VSO anxiety has increased regarding the 
Administration's FY98 budget proposal to provide for future increases in VA medical 
care 'funding throug~ the reteI1tion of health insurance reimbursements. 

• 	 Tobacco: VA's Office of Public Affairs and General.Council have been working with, 
White House Cabinet Affairs and DPC to develop a fact sheet and questions and answers 
in preparation for additional media inquiries on Administration legislation that seeks to 
prohibit-ser~ice-connection of disabilities or deaths based solely on their being . 
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EXECUTIVE OFFICE OF THE PRESIDENT lRM NO: 150 
OFFICE OF MANAGEMENT AND BUDGET 


Washington. D.C. 20503-0001 FILE NO: 16 


1/27/95 , IJ.
LEGISL4'TIVE REFERRAl MEMORANDUM Total Page(s): ---1- : ' 

TO: Legislative Liaison Officer ~ See'DlstributIO~ below: ('.)"{ , 


FROM: Janet FORSGREN (for) --p ,~t: \, ," Ot~,~'iU' 

, AssiStant Director for Legislative Reference ' \j , ' 


, OMS ¢ONTACT: 	 Chrts MUSTAIN 395.3923, 
Legislative Assistant's line (for simple responses): 395·7362 

SUBJECT: TREASURY Proposed Testlmon~Foo(fStamp'Fra~d-;-.. ~.. ,.,~:,:",:,~ 

r. ,"-"'-~,; 	 ",,', ''';"' ,""~ 
DEADLIN~:--1~:OO-pm-Monday,....:Jantiary-30.j,9_9J;: 
•in accordance with OM~ Circular A.1SI, OMB requests the views of your agency on the above subject before 

, advising ,on Its relationship to the program of the President.' ' 


Please advise us If thl. Item will sffect direct spending or receipts for purposes of the 

"Pay;.,As-You.oo" provisions of Title XUI of the Omnibus Budget Reeonclllation Act of 1190. 


COMMENTS: 	 Robert Rasor wlll give the attached testimony on Wednesday, February 1st. before the House 
Agriculture Committee. ' , , 

ACi:::,NCIES: 

23C,.AORICULTURE. CONG AFFAIRS - Vince Ancell (all testImOnY,), .; (202) 720-7095 {;w'j 
~ 	

21: ·JUSTICE • Sheila F. Anthony - (202) 514-2141 
32b·HEALTH AND HUMAN SERVICES. Frances WhIte· (202) 890-7760 I. / () " , " 
42~';National Economic Council. Sonyla Matthews· (202) 458·2174 W ~ /' , ' 

, EOP: 	 ~ 
HarrY Meyers 

Mat1t Schwartz 

MarcIa Oc;comy 

Keith Fontenot 

Stacy Deal1 

Richard Green 

Shannah Koss 

Wendy Taylor 

Tim Fain, , 

Chris Brown 

Tom Stack, 

Sue Munin 

Chuck Konigsberg 

Bruce Reed 

Jeremy 8en~Ami 


Pat Griffin 

Jim MurT' ' 

Janet FOJ'5gren 

Ron Jones 
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.....;. RESPONSE TO lRM NO: 160 

LE~ISL.ATIVE REFERRAL MEMORANDUM FILE NO: 16 
-" 

II your response to this requost for views Is simple (e.g., concur/no comment}. we prefer that you respond bye-mail or 
Lv faxing us this response ~heet. 

.11 the response Is simple and you prefer to call. please call the branch·wlde line shown below (NOT the analyst's line) 
1(•.Ieave a message with a legislative assistant. 

You may also ,respond by: 

(1) calling the analystlattomey's direct line (you will be .connected to voice mall If the analyst does not answer): or 
(2) sending us a memo or letter. 

PhHlse incl~de the lRM number shown above, and the subject shown below. 

TO; Chris MUSTAIN 395·3923 
. Office of Management and Budget 

Fax Number. 395-6148 

Branch-Wide Line (to reach legislative assistant): 395·7362 


FROM: (Date) 


______________________ ______ (Name)
~~ ~ 

__""'-________________________ (Agency) 


~__-'-___________________________ (Telephon'e) 


SUBJECT: TREASURY Proposed Testimony on Food Stamp Fraud 

.... Th'" following Is the response orour agency to your re,quest for views on the above·captioned subject: 

----:___ Concur 

____ No Objection 

____ No Comment 

____ See proposed edits on pages ____ 

___ Other: _______--:-....;:..---'~_ 

_ -'--_ 'F~ RETURN of~ pages, attached to this response sheet 
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TESTIMONY OF ROBERT H. RASOR 

R~BCIAL AGENT "IN CHARGZ"- FINANCIAL caIKES DIVISION 


UN!T!O ITATES SICREt S!IVICB 


BEFORE TRI HOUSE OF REPRESENTATIVES COMMITTEE ON AGRICULTURE 
fEBRUARY 1, 1995 

MR. c~tRMAN, THABX YOU FOR ~HB OPPORTUNITY TO ADDRZSS TijIS 

COMMITTE! ON THE SUBJEOT" Of rOOD STAMP PROGRAM FaAUD. MYNAHE IS 

ROBERT H. ~SOR, AND I AM ~BPRESF.»TING THE UNITED STATES SECRET 

SERVIC!'lNH~ CAP~CITY AS THE SPICIAL AGENT IN CHARGE or OUR 


FINANCIAL CRIMES DIVISION. 


AS A LAW ENFORCEMENT A.GENCYIN THE DEPARTMENT OF THE TREASU~Y, THE 


SECRET SERvIC:R H!aTCRtCALLY, HAS SF-'EN TASXED WITH INVESTICA'1'INGTH! 


eOUNTERFEITING OF ~LL UNITED STATES OBLIGATIONS IN ORDER TO 

PROTECT THE INTEGRI!Y OF OUR NATION'S FINAN~IAL SYSTS~S. S%NCi 
"'" 

TH! INOEPTION OF THE FOOD STAMP PROGRAM, THE SECRET SERVXCS HAS 

CONCUCT~D CRIMINAL INVESTIGATIONS OF cOUN~!RF~ITFOOO STAMP'COUPON 
" " 

OI~IQATIONS. 1" ADDITION I TH! JleREr SERVICE HAS DEV!LO~ED A PRO~ 

A~TIVB &~$N AHALYSISPROCISS WHICH WHBN COUPL~D ~ITH EXlaWINC" 

ENFORCEMENT ~XPBRTISB, J~S PRODUCED KAJOR sueCE8S~S IN COMBATTINC 

A SROAD SPECTRUM O¥ FINANCIAL CRXKBS F~UD DY ADDRESSING IIgYSTF.M'S. , 


p:r::X!!$" :EN THE JlANlCtRG, CltllltJ.tT CAl'lD. 'l'BLEcoMMtl'Nte-''l'IONS AND 


" QOV.mtNIIENr INTITLEMl!lM'l' ARnS. 

QURRENT STATISTICS INDICATt THAT THE COUNTERFEITING or FOog STAMP 


eOClONS IS VIRTUALLY NON-!Xla~ENT. I5 FISCAL YEAR 1994 ~r. SECRE~ 


SBRVICE MADE 45 ARRESTS POR PASSING OR MANUFACTURING tOU~TERFEIT 


FOOD STAMP COUPONS." AfOTAL OF, $43,482 IN COUNTE~'EIT 100e STAMP 


COUPONS WERE PASSED OR SEIZED'WITH $24 B!LLION G!NUINE STAMPS 
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HAVING BEEN ISSUED. 


THE SECRET aDVICiiSEElKS TO NO'J.' ONLY INSURE THZ: IN't'!;GJUT'i OF THE 

FOOD STAM~ ,PROC~ AGAIHS'l' COUNTZRl"El'J'iNG Bur ALSO AI3AIN:J~OTH~R 
. .' , 

M8AN8 or COMPI\OHZJE.,SZlfCE 19B4, THE ~EeRIlT SBRV::Z:CE HAS 

I:HVESTl:GA'1'BD FOOD, STAMP PROGRAM VMUD IN THB FORK OF TRAFP'!CltINO, 

IN ACCOnDANOB WITH THi 'rOOD STAM' AC~ or 1'77, AS AM~WDRD Ir TITLI 

" usc 2011-20:12. THI SBCR!~ SERVICE WILL CONTINUE: TO ASSIST THE 

UHITID $T~TES D!P~I!HIN~ OF ~G~IcUtTURE, OFFICE OF INSPBC~J 
" . 

~EHERAL, IN ENFORCINC THIS ACT AND OTHER CRIMINAL LAWS PERTAINING 

~o THE rOOD ITAM~ PROGRAM. 

THE' S!Ca!T SDVICIl AU'l'HQ1UTY TO INVESTIGATE FRAUD IN 'I'M! POOD 

STAMJ PROGRAM AND TaE CQUNT!RFSITING OF FOOD STAMP COUPONJ IS 

DERXVID FRQH TITLE 18, USC SEC~ION 305'. IN PART, THE ~tCTION 

CHARC!S '"! S!CRIT SeRVICE, ~s A tAN BNFORCEMENT BUREAU IN THE 

DEPARToHEN~ O~ THB TREASURY: WITH TH! ZNrORCEM!NT or CRIMINAL LAWS 

. RELATING TO oaLtaAftONsAND SECURITIES OF THE UNITED STATtS. poon 
STAMP CO~ONS ARB DEFINED AS AN· tIODl;%CAT10N OR OTHER SBCUR;&;TY" OF 

THi UNIT2D STATiS UNDER TITLE 18, use SECTION 8 (OBLIGATION OR 

OTHER s!:CU1ITY OF THE t1NITED.S1'A1'!S DEFINED). 

THE TRArPICXlHG OR COUHTI1FI%TtKG or FOOD STAMP COUPONS (PSce), , 

AU~HOaIZATIOK TO PARrlC1PATE CARDS (A~~.), OR ELSCTaON4C BENEFIT 

TRANSFER CARDS (E~TS) ALL VIOLA~E SPECIFrC CRIMINAL STATUTES ,UNDER 

81CRET AI.vIC! puaV4aw. TKSSZ STAT~Tm5 lNCLUDE, BUT ARE NOT 

. LZH.~ID TO, THE FOLLOWINGa 

4 
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CHAPTER.2S, COUNTERFEITING AND FORGERY; CF TlTtl 18 , usc 
SECTION 471 (OBLtCA!IQNS AND SECURITIES or fH! UNI~ED 

STATES) l' , . _ 
SECTION 472 (UTTER!NG COUNTERFEIT OBLIGATIONS OR 

SBCURIT1IS) , _ 
SECTION 473 (DEALING IN OOUNTERFEIT OBttGATIONS OR 

SSCUlITIIJ); . 

AS THEY R!LA!! TO -fHI eOUNTERFEITING Of rSCa. 


CI1AP~Bft 47, 7nAUD AND-FALSI S;A~IKINT', 0' ~I~LB1B, UIC 
SECTION 102. (PRAOD AND RELATED ACTIVITY IN CONN!eT%ON 

W%~ Ace••• Dlv:eiS), A~ t~ RELATI9 ~o BST3. 

ADDITIONALLY, ~KXFOLLOWING P!D~_~T. eRIMIHAL STATUTES ARE 

"'J)PT.TOBJ.E -TO oTlttl Moll: GENERAL FRAUD RELATED ACTIVlTY IN THE 

rOOD STAMPPROCRAM: 

eHAPTI~' 31, EMBEZZLEMENT AND !HlfT. or.~ITLE 18, usc 
. SECTION 641 CPDSLIC HOWIY, PROPERTY OR RlCORDS} AlIT 

AELATES TO THE EKBEZZLBMIN~ OR THEF~ OF GOV!RNH!K~ 
_ KONEY/FOOD STAHl? COVl'ONS, 

CHAPTER 47, PlAUD AND FALSE STATEH~TS_O' ~XTLE 18, usc 
5ECTIO~ 10Dl C8TAT~IN1 AND !NTR%ZSGEN~~Y) AS XT 
llLATES TO AUTHORIZE!) .fEReHAH'rS -AND FOOD STAHl' PROGaAK 
ADMINISTRATORS FALSIFYINQ S~ATIMENTS TO DEFRAU~ THB 
PROORAX; 

CHAPTaR 47, FRAUD AND FALSB STAfIMIN~S, OT T~~E .8 use ­
. SECTION 1030 (fRAUD ANn RI~TID AeTIVlTY IN CONNECTION WITH 

. eOMPUTERS) APPLI2~ TO INTRUSION9 ON ~R~ ~OMPUTmR SYSTEMS 
_THAT REGULATE THZ rOODSTAHP PROGRAM. 

,. .-

IN ADDI~IOH TO THE A80VE CRtM!NAt 'TA~U~ES, 

CHAPT2R 46 1 rORrIXTURB, OF TITLE 18, usc 
SECTION 981 (CIVIL 'ORrll'nTl~.El AND 

CHA9TIR 95 RACKETIERING, OF TITLE 111 use ­
- . SEC;lON- 1"1 (LAUNDERING OF MONETARY INSTRU"tNTS) 

PROVIDE THI SECRET SERVICE AND O'l'K!lR !'!lD:BRAL AGERCIES THE 

AU~·HO.a.~y'fO SEIZE AND FORFEIT A~.s!T_S ULA't.v~ TO FOOD S'rAMP 

PROOAAK FRAUD INVESTIGATIONS. 

THE QBCR~s.aVtcB I~ NOT THE PRIMARY PZD2aAL LAW ENFORC~NT. 

3_ 

http:ORrll'nTl~.El
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AGZNCY CHARGED WZTH THE EMFORCEMEKT or LAWS RELATING TO rOOD 

STAHP PJ\oOMM PRAUD ~ THE VJU'f1l1) S'fAT2S DEPARIJIMEIl'1' OJ' AORICOLTURIl, 

OJ"F%CE OF !NSPECTOR QINERAL (USDA/OIG) .IS eHAR(;R:D W.ITH THAT . 
AEUON.:E8XI.!r,ry. IN .JANUARY UUI4, A MEMORANDUM OF UNDIRBTAN'D!NG 

(MOO) WAS SXONED·aV THE !N9pmCTOR GENERAL, USDA, AND THE DiRECTOR 

OF THE SECRET SIRVICE. THIS MOO SITS FORTH GUIDELINBS FO~ WH!CH 

THIS SERVICE AND U8DA/OIG WILL CONDUCT UNILATERAL AS.WELL AS JOINT 

INVESTIGA1'IONS or '1'H1 'FOOt) STAMP ACT OF 1977, AS AMENDED. THE 

SIC.!T SERVICE CONDUCTS EXTERNAL IMVISTIGATIOHS OF THE roOD STAMP 

PROGRAHg. IXTERNAL INVBST%GATIONS ARE DEFINED AS THOSE WHICH. 

~ARGET AN IN~%V.DVAL, ENTITY, OR GROUP WHI~M IS NOT DIRECTLY 

rNVO~VID WITK THE ADMINISTRATION or THE 'OOD STAMP PROGRAM. THIS 

SERVICE HAY ALSO OOHDUCTINVESTIGATIONS INTO AUTHORIZED RETAIL 

FOOD STORES WHEN INFORMATION 1~~ATINO TO CRIMINAL ACTIVITY IS 

OBTAINED FROK AN EXT!RNAL souae!' (!.c. CONFIDENTIAL INFORMANT). 

TRE'Hou~eQUtRIS THAT USDA/oro .~ NOTIFIED WHEN THIS TYPE 91 
. I~ESTIGATIO. IS INITIATED. 

A TYPICAL FOOD STAMP PROGRAM FRAUD INVBS'I'Ic.ATION·CONDUCTEO BY THIS 
. . 

SIRVICI OPBRA~BS.AS FOLLOWS: HAVING OWfAlN!D XN~OKMATIgN 'ROM A 

CO~CERNZD CITIZEN, "~KcKANT OR A CONF%~ENTXAL SOURCE, AN 

UNDEleOVIA AGINr WILL SILL EOOD STAMPS AT A DISCOON~SD RAT. TO AN 

AUTHORIZED HlRCHANt lOR CASH OR eOH~RABAND. THIS CRIMINAL ACT, 

REFERRED TO. AS TRAP~raX%NG, :, COK~~E~EDWHEN THE COLLUSIVE 
I .' . . . 

KERCKAN'1' ~UNl)ER9 '1'HIil "l'P..1I.'PICnD FOOD 9T~MC' C:OU'J)ONS BY o8POA!f!ltNG 

. ~HmC INTO !llS/HER. MER~HAHT BAliK A·CCOUNTCS) FOR THE FACE· "ALtJ'J 01 

THI S'rAMPS. 

" 

~ 
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IX A SIMILAR·seIlNAItIO, UNDERCOVER AGENTS WILL SILI..·THE·FQQD STMPS 

TO "BROKERS", MBO THEN RESEI.:t. THE STAMPS TO JJf AUTHORIZE)) K!lRCHAHT 

FOR DEPOSIT. IN 80TH CASES THE rOOD 8'l'AKPS AR!l TRACKED BY TillS 

S!RVIC; THROUGH THE REDEMPTION PROCISS TO FINANCIAL 'tNSTlTUTtONS, , 

WHICH ULTIMATELY FORWARD THE S'l'A)Sl'S'rO' 'I'ME Fl!;o!AAL R!!5DVE BANK. 

ZT :1:. lNPOR.TAN'l' TO NOTE nL\T rODe STAMP INVESTXGATIONS COMPETE: FOR 

RESOURCES WZTH TH!l .KANY OTRIR %NVEIT,lOATZVIl: RB9PON9IJULITI:ES Of' 

THB IEcalT SI!RVIClI:. ¥VB SO, WI ' HAVE INVRSTIGATED LA~GE SCAtl 

FRAUD SCH2H2S rHSELECTEO ~r.aIONS' WK!N RESOURCES p!RHr~T~D AND 

~HESE cAsta HAVE RESULTED IN S!GNI'ICANT ARRESTS AND SEIZURES. A 

TASK rORCE AP'RO~CH TO FOOD STAM~ INVJITIGATIONS HAS ALLOWED US TO 

ACHI!VS THESE RES'OLTS. THE 'l'ASfC FORCE eONCEP'1" OP'l'IMIZES Jl'EJ)BRAL 

.. AND LOCAL LAW P1ORCEMEN'l RESOURcms or !NVESTICATIVE MANPOWER, 

EXPERTISE AND ,JURISD!CTIONS TO JOIN~LY TARGBT FOOD STAMP 

TRAFrICKING MERCHANTS AND 'ROKERS. 

SEVERAL SUCH INVESTIGATIONS WERE eONDUCTED B¥ THE SECRET SERVICE 

DURING 1~t4'S "OPERATION STAMP OUT". '1'H!S, COKSINID SfFORT BY Olla 

PlltD OFFICES IN SIX CIT!IS TARGETED FOOD S~AMP TRAFFIOKING 

BROXERS AMP MERCHANTS. A TASK FORCE A'fROA~K WAS USED IN ALL OF 

trH1l:JI %HVISTI:GATIONS. .IOP!~TION STAMP OUTn CULMINATED tN THE 

SOHMER OF 1994,wKlM THE TASK FORCES EFFECTED OVER 100 FmDB~ AND 

STATEARaESTS •. IN THE DALLAS-FT. WORTH AREA A~ONI, "OPERATION 

STAMP OUT"' RESULTED IN RAIDS ON 6!5 l'RAl"l'ICJi\IN" STORES AND 8:3 

ARRESTS. liACK OF THE ,~, STORKS WERE ESTrMATBD DY' sTATE 

AUTKOaXTJIS TO BE CONDllCTING OV~R $90,000 IN %~~tOAL FOOD STAMP 

TRANSACTIONS ANNUALLY. THIS INVESTIQATION ~IVZAL!D THAT THERE IS 

s 

.' , 
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WIDESPREAD COLLUStOH BETWIIN UNSCRU'ULOUS RETAIL MERCHANTS AND 

THIEVES WHO ARE' HORE: THAN WILLI:HG 'I'O EXCHANGE FOOD ,STAMP COUPONS 

FOR UNAUTHORIZED ITBKS. UKDtftcov~~ tNVBSTI=ATORS PURCHASED ~UN9, 

D.RUGS AKD CASH tflTH :rOOD STAMP COUPONS FRON "IR01<IIRS'" AND 

CQLLUSlVE MIRCHANTS. THE TASK FOKCES POUND THAT 3UST ABOUT 

AHTl'HING AND IVDYTHING WAS FOR BALI ZN IXC:HANCB POR. FOOl) STAMP 

COtJPONC. CENZRALLY, THE RATE ~:r ItXCHANQ! rOR FOOD STAMP COUPONS 

WAS 	 so emNTS'ON THE DOLLAR. ~HIS OPERATION HtLPEDCONFIRM WHAT 

"'''NY 	SUSPECTED, FOOD STAMP COUPONS WERE AND ,ME AN .lJ}!'ERNA'!'E FOltM 

or eURRE~CY IN THB CRIMI~L EKVIRO~NT. 

TH! SileR!!' SERVICB HAS CONDUCTED SHALLER OPERATIONS IN OTHBk 

MOlONa WITH PROPCRT!ONA'l'J:: sUCCESS. WI WILL CON1l'IIroE TO 'CONDUeT 

LARGE AND SMALL SCALE OPERATIONS WHEN RESOURCES ~D '~OSleUTORIA~ 

PRIOlITI&. ~rrORD us THB opPOatU~!TY, 

AS IN ALL 8ECRETSERVICB IHVISTIGATIONS, FOOD STAMP PROGKAK 

FRAUD INVBSTIGATIOMS HAV! THR!E PRIMARY GOAtS: 


1) ARREST AND PROS!eUTION; 


2) IDENTIFICAT!ON AND RECOVERY THE PROCEEDS OF THESE 


CRIMINAL ACTIVITIEs; 

J) 	 IDENTIFICATION OF SYSTEMIC WZAENESSES AND 

PROfOBAL OF REKIDIIS TO PRSVUNT RECURRING CRIM!MAL 

~lVITY •. 

THE 'O~~OW~NG 15 A PART7AJ~ S~ATXSTtCAL S~~ FOR THE SEc~iT 

GIIAVICS DURING FISeAl. YEARS 199~ AND 1994 P£RTAINING TO '"000 STAMP 

PROCRAH FRAUD: 

, 


, 




ID:202,...395-6148 JAN 26'95 23:04 N~.Oll P.69 
JR!'I C! '9S e7: 16PM usss ore OF' I>%RE:CTO~ ~.e~13· 

.. 


1"3 1"4 

CASES RECEIVED: 124 270 

CASts CLOSED: .44- l..' 
AKRilU',vtll 151 13:t 

c:oltVlCTlON5: 1.4 155* , 

HAM 'lfoua8~ 19,856 3', ,," 

*INCLUDZS lOKI CASEI OPENEn IN PRIOR FISCAL YEAR. 

OUR' INVESTICATIVE EXPERIEWC! t!ADS THIS AG!.MC·Y TO BELIEVE THAT THE 

,.OOD STAMP I'aoCPAH IS WUr~BL! TO FRAUD. CltIMINM. INVOLVEMENT 

.NctUDES IHBEZZLBMINT, RECIPIENT FRAUD, FRAUD BY AUTHORIZED 

RETAILERS AND 'l'AArrrClCING nr DIseOUNTED rOOD STAMPS' BY BX'rERNAI. 

PARTIES. 

. I 
AS PREVIOUSLY STA~ED, THE SECRET SRRVICS NOT'O~LY AGGR~SSIV!LY 

INVIS~lQATIS THESB CRIMINAL VIOLATIONS. or . THE FOOD STAMP ACT, BUT. 
, , 

w~ ALSO IDENTIFY BY RISK ANAtYSIS,SYSTEMIC WEAKNESS!S THAT ALLOW 

FRAUD TO TAKE PLACE. ADDlTIONALLY, WE PROPOSE REMEDIES TO PR!VXNT 

amCURRING CRIMINAL AC~IVITY BY SUGQE9TING PROCEDURES FOR kORI 

SECUR! PROGRAM MANAQIMlNT. 

TO THIS ENO, THE SECRET SERVICE HAS IDENTIfIED APPLICANT FRAUD 

GI.ERALL~, AS A aECURRING SYSTEMIC W~NESS THAT ~BSU~~$ IN 

CRIMINAL Ac~~vlT~ SUCH AS TRATfIC~NG. APPLtCAHT FRAUD oeCURS 

WHSN ~N INDIVIOUA~ APPLXES ,o~ B!NSFITS IN MQRE THAN ONE NAME AND 

~.o~uels F~Lsm IDEN~lrICATION DOcOHENTS TO ~aovi HISJH~R IDENTITY. 

THIS FORM Q~ FRAUD, WHleH OCCURS NOT oNLY 1M THE FOOD STAMP 

1 
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PROGRAM aUT ALSO . . IN OTHER . GOVERNMENT ENTITLEMENT PROGRAMS, ALLOWS 

THE CRIMINAL TO OPEN"ACCEIS AND OI'A!M PONDS FROM KUL~IPLE 

ACCOUNTS. Et.:tMINATION OF FRAUD IN 'l'H1 APPLICAfi'I' FROCt:SS BY MORE 

STRIKGE~ VERIFICAT10N PROCIDURBS wou~p TAKE TOOD 8~AMPS cu~ 0; 

'.l'ltE HAROS OJ!' aIiCXf~~NT5 WKO APPUR. NOT TO NEED FOOD AS,sIS'tANCE AND 

!MS~!AC TaA7'IC THEIR STAMPS Foa CASH' O~ CONTRABAND. WITHOUT THe 

COOPBMTtOlf 01' Tue RECIPIENT, THE MIDDLl'J-HAN OR .Rosen AND THE 

COLLUSlvm MBROHANT IN ALL ~1~!L!HOOC WOULD NOT BXIST. TkUS, 

KILIA8LB'~PPLICANT VERzrI~ATfoN MAY SI4WIFICAMTLY HELP IN REDUCI~C 

FooD STAMP TRAFFICKING. 

i~' . 

THE 'SECRBT SERVICE HAS OBSERVED IN OUR INVESTIGATIONS THAT 
I 

APPLICANT FRAUD IS A SYST!M%C ~ROBt.1K WHICH CONSISTENTLY APPEARS 

IN ALl,. FOlUIS OF. eOMHEIleIAL AlfD GOVDNMINT PAYMINTPROGWS. 

FURTHIRMCRI, THE .SECRET SERVICE HAS :rOUND THAT APPLlCAN'l' PJUt10 II 

,PRIQUINTI.Y NOT ADDRBSS!D 1 ~R.lKARILY BECAUS,E FRAUD MUST ~E "I~ST· : 

DETECTED BY PROGRAM AGENCIIS AND THIN RErERRED TO LAW ENFORCEMENT 

,AGENC!IS FOR INVESTIGATION. FEW METHODS ARE AVAX~BLE TODETEeT 

'. APPLICAHT FRAUD, THIJtzrou I THIS TYPE OF FRAUD IS NORMALLY HOT 

IDENfIFIID AND NEEDED CRIH!NALINVBSTICATIOMS ARE NO~ COND~e~EO. 

OUR tNVESTIGATIONS OF MULTIPLE AP~LIC1TION fRAUD GENERALLY HAS t~D 

'US TO CONCLllDJ! ONLY" PRO-AOTIVE PIlEVZJI'rIVE "~ASURES CAN DETER THIS 

REeuaaING P~OBLEM. A METHOD TO RIDueE APPLICANT FRAUD IS RELIABLE r 

VER!PICA'ftOH OF Tltt APp~%c,\"",'a I DZNTI1Y • THE SECRl,;'.L' SERVICE HAS 

DETERKINED THAT aELIA8LE APPLICANT IDBNTITX VEkt,tCATZCN :. 

, AVA1J..ABI.iE BY USE OF :SICl!mTIlI~ l:S)!:)f'l'tl'!I••." 

, DXOMB!2tIee lS A DISTINCTIve M2Ir.NS or INDIVIDUAL IDENTIFICATION f 

8 
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SOCH AS PHOTOGRAPHS AND 1"1lfG;tlU>lUMft. FOR ..APPLICATION 

VBRIFICATION puaPOe~$, F!HGIRPRlNT inEWTTFICATION O"IRS THE 

eaBATBS~ ADVANTAC!. 

STATE OF THE ART TECHNOT~GY IN rINGERP~INT IDENTIFICATION IS 


AVAXLAj~R r.M THI AUTOMATED FINGERPRINT IDENTIPICATXON SYSTZH 
- ". . 

(AFIS). THIS COMPUT!l ORIVEN IY3TtM S!litVES AS, A DIPOSITORY POlt 

ELECT~ON1CALLY SCAXNED FINGERPRINT lILES AND ~ECHNOLQQYALLOWS FOR 

A RAllD COKfARISON or THESE RICORDS. .IT IS IMPORTANT TO HOTE, . , ­
. . r . - . . 

THIS SYSTEK IS MOT A "TEN PRINT" PROCEDURE OSED FOR CRIMINAL 


:rOiN'l'I1I,CATIOIi PtJRPOSIS. 


ArIS TzeHNOLOGY IS CURRENTLY SuccESSrULI.Y SEING USED IN THE 

AUTOMATED YINGERPaINT IMAGE REPORTING AND HATCH (AFIRK) SYSTEM OF 

THE LOS ANGELES COUNTY WELFARE SYiTIM TO VERIFY '1'HE tDSNTIT't OF 

ALL APPLlCAWl'S AND D!PEA' "RAUDULENT APPtICATIONSCHBMES.THE 

AFIRH SY~'EM WAS DEVELOPED IN .RESPONSE TO £SCALATltlG MOt-TIPLE 

.IDENTITY FRAUD CUIS %5 'l'H! LOS AN~EU:S COUNTY GJDrER.AL R'mLIEP 

PROCRA.H AND WA.S tATER IXl'AIIDED FOR usE IN THE AID TO FAMILIES' WITH 

DEPBNDIIlT CHILDREN (AFJ)C) fROG-lAM. IT IS PES!GNZD TO V2RIPY TMI: 

UNIQUE IDEMTITr OF lACK C~IINT, PERKITTINC~HE GENERAL R£LIE' AND 

AFDC CASEWOIU(ER.8TO J'oCuS ON TilB O'rHEll.RzgUIR1P.MENTS OF 

AQK'~ISTza:NG AID ~o THOS! WHO ARE LEGtTIMAT!LY,ILIOIBLE. AFIRM 

WORKS BY ELECTRONICALLY CAPTUaI~e TH! PINGERPRIXTS or THE INDEX 

f'I~GERS ON EACH HAlID or. 'MIl PAYEE ANI) ALL OTHiR RECIPXINTS IN A 

. CASE. 'llHE PRINTS ARE THEN' HATCHED TO A DATABASE'CONTAIMtNG . . 

PXRC!RPRIHTS FOR ALL OTHER CASEI. 

9 
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IT IS THE O~lNlON OP THE SECRET SERVICZ THAT APIRH IS AN EXeELL!NT 

EXAKPL~ OF THE P.RACrxc~L USE OF BXOHETRle TECHNOLOGY TO DETER 

A'PL%CANT FaAUD ·~H ~KI SOCIAL W~L.ARt 81~ING. APIRM HAS SHOWN TO 


BE A FAra, ACCURATE, USER~'RIENDLY, R2L!ABLE,.QUICK AND COST 


. EFPECTIVE METHOD orDM'E'RMTN'ING WHETHER All APPLtCAN'r IS ALRBADY 


aEeEivINQ AID ONQER ~TIPLI IDENTIT~ES. 

MR.. CHAIRIlAN, I woULD, ALSO LIl<B TO BRIll"LY DISCUSS THE flEW 

tNI'1'IATIVI!I IN THE ARiA OF It.SC1l'RONIC IEN!J'IT5 'l'~S'D5. CKE YEAR 

AGO, ON FEBRUARY 2, 1994, I TESTIFIED BEfORE THE SENATE COKHITTIE 

ON AQaICUL~URE, N~aI~ION, AND FOR!STRV CONCERNING FOOD STAMP 

PROGRAM fRAUD AND EB~ SECURITY. DUE TO THE SIMILARIT%IS 1N Ta! 

PRAUD· INVESTIGATED BY THE SECR.ET 5DVICE IN THE COMMERCIAL CREDllr 

CARD INDUSTRY AND THAT WH!CH WILt POTENTIALLY OCCUR IN GOV'ANMINT 

EST SYSTIKS, THE SECRET SERVICE WAS REQUESTED ,BY THE. COMMITTEE'S 

CHAIRMAN. SENATOR PATRICK LEAHY, TO ADVISE THE NA~IONAL EDT TASX 

FORCE ON SSCURITY P~OCBDURES THAT SHOULD 8E IMPLBH~NTED IN THE 

DESIG. 0' THE .£WEST CARn. 

TKE SECRET SERVICE IS TH~ PRIMARY ,FEDERAL AOENCYCHARCZD WI~.C::::K. 

. ENfORCEMENT OF Tl'l't.! 11, USC: 10.29 'FRAUD AND aBLATED AelfXVIT N 

. CONNIlCT10N TO AeCESS DIVICIIIS), AND TZTLE ~8 use 10~O CPRAUD 

RZLATJD ACTIVITY :. caKN~Cf%OK WITH COMPUTERS). BY D~rINITION6 

THE EDT SYSTEM SHOULD CONFORM ~o TH!~F. STATUTES 'OR INVESTIGATIVE 

AHD PRO'I~R:rAL Pt1RPOS1!!G. 

FRAUD IN BOTH CREDIT/DEBIT AND EST CARD SYSTEMS INVOLVES tHE 


UNAUTHORIZED USE OF AN ACCESS DEVIce; DEFINED AS ANY NUMB!R'USED 
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TO ACCESS CASH, CooDS OR SJRVICI5. THIS AGENCY HAS PROVEN 

~xPERTlSI .IN INVESTIGAfING ~XMES RELATi~O TO CREDIT/DEBIT eARO~. 

THE lIT CARO·WILL paISZN~ SIHlLAR CHALLtN=ZS TO YNVESTIGATORS 

~NVOLVID WITH THIS HZW PROGRAM. I CANNOT IMPHASlzE ENOUGH ~H£ 

IKPORT&NCE OF PROVIDING APPROPR!ATESE~URTTY FEATURES IN THE E!r 

eARDS AND eoaaestoNDING sArecuARD9 IN THI COKPUfEa SYSTEK 
MAIH~AXN%HC THIS paC~RAH ~o PREVENT THK _ECURRING EXPLOITATION. 

TH~ SFCRET SZ.VICE SUPPORTS THIS COMMITTBE'S ErFORTS TO DEVELOP 

AN EL~C~ROHIC BENEFIT TRANSFER SYS~EM THAT WZLLPROVID~ PROTECTION 
" ACAIHST DIVERSION OF aECIPIEN1 DEMErITS. THE SECRET SERVICZ WILL 

~E HELPPUL IN THESE TYPES OF INVESTIGATIONS; AND CQ~TINO~ TO 

IDENTIFY SYSTEM W~ESSES THATfERPETUA~! 'AAUD . 

. 
I Wlt"t ALSO ADD, HR. CHAtRMAN, THAT THB SST SYSTEM MAY l\EDOCE ,THE 

J\.DKINISTRATIVJ COS'!' OF THE FOOD STAJ!'P PROGRAH AS SOME RESEARCH HAS 

INDICATED. IN A»DITION, THE SYSTEK SHOULO BE·DESIGN!D AND 
, . 

IHPI,.DlENTED IN A MA:tm£R THAT ATrtKP'l'S TO RBDOCE TRI: POTENTIAL FOIt 

ABUSE 8Y COLLUSIVE MERCHANTS AND FRAUDULENT RECIPISNT6. 

IK eLOSING,THE SECRIT SERVICI sU~PORT' %NX~!ATIVES WHICH 

$PECIFICA~~Y x~coapORAT~ MEA5U~ ~BSIGNED TO X.NtM%2E ~UD, 

WHILE STILL KB~TIKG PKOG~ GOALS. BOTH 03~~C~!VZg ARE NOT 

HUTUALLY ExcLUSIVE. 'l'O THE CONTRARY, '''CORPORATION OF TECHNOLOGY 

AND 5tST£K%C SA,"IGUAnOS R'EStJtlf'lI IN 8!'1''I'''1!R RESOURCE ALLOCATION IN. 
BOTH ARENAS. fHI POTENTIAL FOR FOOD STAMP RECIPIENTS BEING 

OOMPROKISED Wl:LI. eO"'I1I1JE TO BE A CO)fCEaH. HOWEVER, IT IS IN 

EVERYO~E'S INT~EST THAT ANY RESULTANT LEGISLATION INCLUDE 

11 
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PROVISIONS WHERE8Y THAT POTENTIAL FOil C~ltOHISE 'II Mt)ll'MAL. 

~HAT CO~CL~IS MY PRBPAREn R~. I WILT. SE HAPPY TO ANSWER ANY 

QUI$TIONS THAT YOU. OR KEMlERI OP YOUR COMKliTZZ, HAY HAVE AT THIS 

'rJ:M!1. ' 
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Mr. 	 McGrath said, however, that 
Continued From Page B1 the report did not contradict state 

estimates that fraud accounts for no 
·ple. who don't deserve assistance off more than 2 percent of all public 
the welfare rolls." assistance payments, 

A sp()keswoman for New, York Anne Erickson, an advocate for. 
. City's Human Resources Admmlstra- welfare 'recipients, said the small 

·Albany Study 
Finds Fraud , tion said that although the numb~rs number of people caught in the com. 

were small, her departm~nt consld- puter matches showed that fraud was 
r. 	 ered the savmgs substantIal and the not as widespread as has been par. 

new t~~hnology to combat such fraud trayed and perhaps even less than the In Welfare promlsmg. ' 	 state guesses, 
"In the age before .computer tech- , ' . , 

1- nology it made this kind of thing easy Tempest In a Teapot . 
and much more difficult to detect," "This really proves WIthout a doubt 
said the spokeswoman, Karen Cal· how minuscule the fraud problem 
houn, "Now with the expansion. of really ,is," Ms, Erickson said. "It 

we should be able to shows we are talking about a tempest 

4,200' Took Payinents:z 
'From2 Different States , . automation, 

eliminate it entirely:" 	 ina teapot,"
1~ 

., Of the 4,218· names matched, the Mr, McGrath. noting that the state 
state with the highest number of peo- already performs its own computer 

By IAN F1SHER, pie drawing, double benefits was New . checks of people on public assistance, 
Special io The NewYOr1< Times . I Jersey, whlc~ had 1,543 people on said he could not provIde any est!­

, welfare rolls 10 both states, In fact, mates of how much the fraud cost 
ALBANY, Aug. 2 :- In a new att~ New York and New Jersey developed because the data a one-month slice of 

against welfare fraud around. ~he,regl9J1, their agreement to sha,re cOl?puter the system, did' not show h~w long 
· comp~ters that compared public assIstance data 'last spnng after mvesugators people had been on public aSSIstance, 
rolls In SIX states foundmo:e than 4.2,QO . discovered hundreds of people com- He said, however, that the average 
people who apparent~y receIVed benef!!s, ing to New York City from Newark, .. monthly payment under Aid for De­

'it both,in New York and In another state,G<w, often by ~u,mping tr~i~ turnstiles, to pendent Children is $577 for a mother 
Mano M. Cuomo announced today. ;,. draw addItional benefits. . . with two children. An average food 

State officials, who matc~ed ~ata from, "Remem~r the tunlstJles - that stamp payment for such a, family 
surrounding states for the fIrst tIme. could: was somethmg that pomted out, to us would be $230 a month,. he said. , 
not estimate. how. much the fr~ud cost tax-' that a real pr?blem co~ld ~ ~omg on . For home relief, or the general 
payers. But offiCials in New York City':':'" across state Imes," saId Wlnme Com- assistance usually given to single 
where three-quartersof the double.-dipping . fort, .. a spokeswoman for the. New , people, the average is, $350, WIth an 
recipients claimed one of..their addresses-~ Jersey. Dep~~m.ent of H~man Serv- average of another $100 m foodI' 

said the data provided by the study could ices.. Auth.ontles who det~uned pe~ple : stamps, he said. 

save them up to $3 million as they strike for Jumpmg PATH tral1:t turnstiles , . 


~. . last year found a number of them ,.If 11offenders from we are ro s. ..' carried welfare identification cards i 

. The number: of offenders that turned up for both New York and New Jersey. I ': ' 


10 the.companson .of welfare ~ata for .the. Numbers for the other states were 

mo~th of June. represents a tJ~~ fraction, 1 457 matches for Pennsylvania, 670 


· less than .1 percent! of .the 2.8 mtlhon people f~r Connecticut and 548 for Massa-, 

~ho receIve benefIts I~ New York, mc1~- chusetts. Vermont was included in 

Ing:all those who receIve food stamps and the check but the numbers had not 

Medi~id. .' " . been tabuiated by'today. 

g;'>­

emerged as an issue em~l~matic.of the high sent computer tapes to Albany w~th 
But In an election year when welfar~ has At Mr. Cuomo's request, the states 

......
cost of government, offICIals saId the pro- basic 'information ...;.. names, SOCIal , 

gram was yet another way the state couru Security numbers, address and age -. 
\> 	 ""'­;.....crack'dOWO(frf'ftiiUd .. AftEiril .bitter b~ttle only for the month of June, th~ugh 

.' 
" 	 g;.this summer, the New York State Legls!a-, officials said they expect to contmue 


ture allowed 12 counties to take electrornc ' the program at least four times a 
 §fingerprints of welfare recipients, and New year. The state~ compare~ ,data .on 

York City' plans its own program. N~w recipients of~ld to Famll1es WIth 
 : "<:' 

Jersey is also instituting a finger-imaging Dependent Children, home rehef, 
 ;;,... 

pilot program. " medical assistance and food stamp .. 

. "New York is committed to providing programs. . I',' , ~ 
ery
welfare benefits for those who deserte County InvestigatIOns ' !:,J 
them," Mr. Cuomo s~id in a sta.temeRt. Terrance McGrath, a spokesman 

"We're equally commItted to keepmg peo-. for the New York State Department I , . ~ 


!.:.J.':' of Social Services, said that benefits 2!:" would be dropped immediately for 
"" anyone with computer matches of

Continued on Page B2 
ery­,;;: 

Social Security number, age and ad­ !.:.J
dress and that the department would 

consider criminal charges. He said ~ 


f..,.
welfare workers in individual coun· 
ties would investigate cases' that .~were less clear. 

Ms. Comfort cautioned that some ~ cases could be legitimate: there 
could be honest mistakes like a fam­ ?t 
ily in the process ofmoving collecting 
s.ome benefits in one state and other ~ 
benefits in another. . !.:.J

The report set off a round of politi· ::c
cal maneuvering in· Albany as the ;..... 
Republicans who control the Senate . 
called the numbers "outrageous 
proof" of the need for finger imaging 
stateWide. State Senator Joseph R. 
Holland, Republican of Rockland 
County, said the report pomts to 
much greater welfare fraud and 
questioned why M r, Cuomo had. not 
thought to institute cross-state 
checks before. 

i I
l •\ 
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• '"A)i-W-..altare Fraud, Bjt, 780 ~~' 
....·~linton t s Budqet Cuts Federal Spbndinq on Welfare F:r:ay(\ Investiqations 
~By JENNIFER DIXON- "'Associated ~:ress writer= ,~\y' 

WASHINGTON (AP) Prosident Clint-on is qUietly scalin9~back the federal 

government's oommitment to help states investigate w~lfare and food stamp 

fraud, by some estimates more than a billion-dollar problem. 


The administration's plan would~force states to pick ~p a bigger share ot 

the cost of finding welfare recip~ents who worK Qff the~books, hide assets, 

collect multiple checks or sell f~od stamps on the black market. 


But atates, starved for cash an~ strapped by unparalleled growth in their 
welfare rolls, say they do not have the money to cover the loss in federal 
do!~ars and may have to shrink th~ir anti-fraud proqram~. 

You will see the ripoff artists and. th~ alea~y subc~lture that's tryinq 
to rip off this program quickly m~ve to exploit the fact that the states are 
going to be in tough shape fighting fraud," predicts R~p. Ron Wyden, D-Ore., 
who has spent five years investiq~tin9 food lSt.amp fraudt 

Adds Donna FitZGibbon, president of tne Wisconsin Council on Welfare 
Fraud: "It's like leaving the va~lt at the bank open a~d hopinq nobody walks 
by and takes the money. Ninety percent won't, but what ~bout the other 10 
percent?' r . ~: ~ 

Even the largest government estimates of fraud are not that high.
Con9ressional officialS now peg f90d stamp fraud at $1 9i11ion a year While 
the MHS Inspector General found that as early as 1987 f~aud in Aid to 
Families with Dependent Children '(AFDC) was ~ 
a .. "billion-dollar problem.' t The~,government will spenat$$22. 4 billion on food 
stamp benefits and $23 billion on~AFOC benefits this year.

But Robert Greenstein, a former Aqriculture Department official who now 
heads the Center on Budget and Po~icy priorities, an ady,ooate tor the poor; 
argues that the government has no~good data on the exte&t of welfare fraud. 

Martha Armstrong, president of ~he united Council on ~elfare Fraud, an 
organization of fraud investigators, estimates that fra~,d occurs in 5 percent 
to 10 percent of households on welfare. M. 

"I wouldn't call it rampant, b~t you have to be conc~rned when lookinq at 
the amount of benefits paid natioRwide, t said Armstrong:.I 

The federal government now gives the states $3 for every $1 they spend 
controlling fraud in food stamps and AFCC. Clinton wants to split those costs 
!:)O-!'50. ~' :: 

He also wants to split evenly tbo costs of computer &!tomation and 
screening illegal aliens from the~welfare rolls. The federal gQV9rnment now 
covers 90 percent of a -state I S automation costs for AFO~:, 63 percent of food 
stamp automation costs, and 100 p.rcent of the cost of ~he Systematic Alien 
Verification System., , 

The House and senate lowered the matching rates in their versions of the 

president's budqet-cuttinq leqisl~tion. Lawmakers are negotiating a 

compromise. :; ':;. 


The so-called enhanced matchinq:~rates were adopted in,;,\the 1980s or earlier 
to encourAqe states to establish anti-fraud programs or'\'upgrade their . 
computers • ,~ •'~! 

But now that states have had seyera 1 years to get the programs going, the 
administration thinks it is time to bring the matching rate in line with the 
50-50 split used for other administrative expenses, says Health and Human 
Services spokeswoman Melissa Skolfield. .. 

"This does not signal and should not be interpreted is a signal of a '. 
reduced federal commitment to fiqqting fraud," she saidi. '....._ 

And Greenstein says it is predi~table that state burea-ucrats would raise 
the red flaq in a bid to save theIr budgets. But he does not think they will 
really cut their fraud fighters.. ~I 

.... If a qovernor proposes to cut Jefforts against) wel~:ar8 fraud, hie 
polit1cal opponents will come down on him like a ton of .bricks," Greenstein 
says. "The best way to get attention is to say we won't do as much on 

~4 
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'·welfare fraud. It' sthe right strategy for a. state bureauora-e but I don t t· 
.. DGlieve it." ~~;::, 

states spent $43.6 million last~ year to investigate f,6od stamp and AFOC 
fraud while HHS and USDA chipped an another $131.2 million. 

The National Conference of $tat~ Legislatures says st~tes would have to' 
spend an additional $371 million 'ever five years to cov~r the loss in federal 
money for fraud huntinq and comp~terization. l,1 . 

Art Hamilton, minority leader i:~ the Arizona House and president of tho 

conference of state legislatures,~has warned lawmakers that the cuts could 

force states to downsize fra.ud pr9qrams unless their fiscal conditions 

unexpectedly improVf~, ~ . w. 


''''So much money is sloshinq about in the system that 1f you don't have 

good Qversiqht it's just heaven for the ripoff artists,~' Wyden.says. ""We 

should be beefinq up, not cuttinq,',\ bac)(. ' t . "~ 
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Budget repairs . 

ThOJ1lPson to IU,nd

. . .. :. . \ 

welfa.re probes;
, ._-, 

Qinton cut l11.0ney for catchirig fraud 

"' ­, 

_.. 
.BY'DARRYl ENRIQUEZ 

QtThe Joumal staff 

Gov. Tommy G. Thompson', 
has included $2.4 million in his 
budget repair bill to ensure the 
continuation of welfare fraud in­
vestigations. one of .his top ad­
'minisuato~ said Tuesday. I 

, President Clinton's economic \' 
package cut sharply the amount 
of federal dollars for welfare '\
fraud investigations, 1eaving 'the 

state and counties to decide 

whether to pick up the shortfall 


, ~r discontinue the investiga- '\ 

tlons. 

Thomas Brophy. director of 
the Milwaukee CoWlty Depart­
ment of Human Sel"Yices. had 

" .·..'said he would suSPcmd welfare~ 
.. 'investigations if tbe county was 

forted to use prop~y tax money 
~' to pay for them. He could not be 

reached for n:action to Thomp­
son's proposal. ' .. 

", Gerald Whitbum., sec:reta:ry of 
~e state Department of Healtb 

".and Social serv.ices, said county
. :officials from throughout the' 

,state urged. the governor to re- ; 
. store the money. , " 
",~ - The fed~l. goverD;ment had: 
been contnbutlng,S3 to every $1 ; 
spent by the state aad counties ~ 
on welfare fraud investigation. : 
~--" ..."",- ... , .........,~ . ­

'Beginning in April. federal con­
tributions will be cut to a dollar· 
for-d.ollar match. ' 

, , 

,':'; "The governor's sense is that 
this is no time to be lightening 
up on welfare fraud investiga­
tion," Whitbum said. "Thomp­
son agrees with the cancern of 
county officials across the state 

, that efforts in this area oUght to . 
, be maintained." ' 

Investiptors attempt to catch ' 
cheaters who abuse Wisconsin 1 
food stamp and Aid to Families i 
with Dependent Children ~ 
&rams in 72 coun,ies and five, ,.' I 
tribal governments. The annual : 
aid totals 54 billion statewide. : 

Investigators verify the accu- 1 
racy of applications and cheek 
out complaints about recipient I 
cheating. ! 

usCurs CALlED MISTAKE 
I 

~,~: '~eQinton administratio'n's ' 
cutting federal support for wel­
fare fraud investigation is a ma­
jor mistake,OJ Whitbum said. 'I 

,~lt's a wrong sipal to send. It's ~ 
unfortunate that the new admin­
istration is backing away from

.m..is obligation." " .- , ,. , .. L 
. ,: In defending the cuts, Demo- i 
, CralS say the program began with I 
an enlarged match to encourage'
'states to get welfare investiga­
tions up and running. The states, 
they say. have much to lose if 
they don't come up 'With funds to 
cover the cutbacks. 
, In 1993, the state contributed 'j 

about $660,000 to counties that I 

. . 

~,':>For welfare frau? invtstiga·
\ions., the state contnbutcd $1.57 
million matched with federal 

money, bringing the tota1to $6.3 
million, 'Nbitbum said. 
,:; With the federal aid cut to a 

donat-for-doUar match, the state 
would have aot $760,000 less in 
aid for apphcation verification 
and S 1.51 million less for inves­
tiaations than it would get under 
the new plan - for a 52.33 
million loss. That potential loss 
is what prompted Thompson to \ 
seek the extra 52.4 million f(om 
the Legislature. \ 
',' If approved by the Legisla- ;

tUre, the money would carry the 
state througb July I, 1995. 
",;~:~Ac1voc:ates ~f welfare fraud­
",fifiJting measures were happy
:-'Wlth Thompson's plan to restore 
'~themoney. 
~?/, "By making the choice to reo­
'~Store all the money. he's putting 
~1he sate in the forefront of weI· 
'fare reform and welfare fraud 
\ reform .. state Rep. David Pros­

iter (R:Appleton) said. "It's very
\'Unpottant for Wisconsin to show 
',:'tbe way {or the rest of the coun­
, tty." 

:'::: The National Convention of 
Welfare Fraud Investigator.; will 
be held in Milwaukee in Septem­
ber. 

spent about SlOO.Ooo of their \ 
own money verifying applic:a- ' 
tions. The federal match brought 
the total to about $3.1 million. ' 
Whitburn said. 

http:welfa.re
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~W.lf'are Mi..taka. and Fr•• COSt Sl.Billion< 

-Wit" PM ....1'fa.... UVc:t"'pa)'llltitrtw-st.t•• ( , 

"8y JENNIFER DIXON- . 
~A.soet.ted ~ress Wri~er= 


·.WAS~lNaTON.(A~) _Stat. agefteies ov.raald ..lfa~re~iDi-"t. by -1, 

f~.ud and mistakes, aecordift9 to a ~.oe.,..al
b1111cm in 1991 Decause 0" 

survey.. ' . '.
At tMe sa_ ti_.thou••"".. of otP,e,.. low-tfteoM@f.millesMith ,..:hi.ld""'en 

1oIIe,.... imgr"Op.rly d."i.e ....l'f..... b.naftl4:sby ..,'Cate .t"td c:ounty wo...ke ....s 
~••pon..itll. for =:rid'"R .'ligibiltty1"Or', Aid 1:0 Familie.. with J)eoendent., 
Childt"'!!!"'_ . " . 

The tiUlrvRy tty th. o.part_"'of t-I•• lth andH4.I".'" ~....vietHI me8SU1'"8.. . ' 
rni;sta.k" by agenc), ell'll::tlo),HS A"d fraud am:r .~Ot"S by ...1·'.........c:lDie"t~., lot 
fouftcs ,t"'''~ a"....caayrewtt••ec:ou,..ted for _.1 b111io... OT the .ea.7 bl11ioft:paid .. 
to lo-r-1 ....Coilt. familie.. t",l991. .an ....';"Or' "'.,. of It- 96 lCNIrC'.nt .nd 'he 
10.....t 0" reeo....~." .' . . . . 

Con...rvat1ve .....lfa~••~CJeI,.t••ay tf'l••urvey .,..11. to ......U.... ·IIIO..... 

.sophi." i.~at.d orh....O-to-c.tc:tl 'fraud. "S~ .....c1pi .nt...ho work 01'1' the. boo"'_ 
or. by 1.1'" p.gpnony . UJ:;t, hide ••••t..cl.iM <f:i.ct 1. t ioys ch i lCS...."', 0'- 00",&:11. 
dip end .C'oll.etanef'1ts in twost.tes 0 .... c;ountie5. , 
. . But 1 it,.!~r.l s =on::~,!a·i n that' easewor'k.....gut ftIO~••f''''o...t. into keeOl rtg , 

......~~r. a.own than h.lp1"1 Si"gl8' IIIOth...s Oft _If..... becom•••1'......"'1',-i..:1.t. 
n,. eiU.G~ion '.>1 wolf.;.-.·f'....ud Is eso-~i.lly ••"si-live •• th.,Clin1:on 

&dll1hlict ....atio~ ora;r,;;, .. 4 "la" to PUIllP tll1H.ons of " ... doll ...... ,lnto the' 
i-te! '.aresyst.tll ":0 ~=lg loW-inc-om. ,"ot,he~.. get the SiJki 11s, eauc.tion .nd 
et't'i Id c....e t".y nead to get .off "f!lf....... and into t"'. wo...k force., ' 

E';=f'C'.rt»T~o 1':. ;:-:-:: "Ili.'are fraud .•~ ra.rlrly' ment ioned :L n the. 
ad~inlG~ratlon1. o~a~t ~!a"$ to ov@~haul Q~DC. A~d the ~li"~o~' 
~cI'nin'i.'t,rat1o~ :n ':::tril· 1 bega,..eutt.in9 .D4ekthe ·f'@dero1l1g0va,..MRr,tl';' _"ttl,.;.' 
of> ..thecc.-at of' invest igat i ng bOot" AFDC and ~oo~ stamp f'raud. 

Stetl'!'!5 and tllP. feceralgovirrPl""er\t divi.de tne eXI:)e-mies of' runnin; AFDC.. 
and providang e ••h b4rl'Mlf'itsto !5 nil1.1 :Lori 10w-inCOftlIl! f'.,.il i.....Ath C'hi.ld.....". 
state or loeal' c:ao.:.oye" dlFC.tdlP .1 igi bili ty A"d tnvetpt 19ate .f'raud. 

Rep.. Ron Wyden. D-Ore., chairman of the HOU5~ 9",.11 BUSiness: 
s~lb~omml~te@ on regulation, S.Y9 t~. RFDC 5urvey ,is the late~t ev~d.nc. of 
.uDst'ani:i.al ,r.auci 1n tr:.. n..tion e 5 .._I f"are pr-ogratti... ....t ..gain.-t • bec:kc,t"'Op 
6f f'eder.lC'ut~ for 100al f"raud .inVlli!'stl~.tO"'S. . , 

~'. The§l!!are I)ot.",~ ial daggers aIMed at the h@ari; of welfare reforro, " 
said Wyden. . 

... 'liy~unl'v: ~istake>s In both dirQct 10"'~ _ deSE'r"lng ~DIQ> losinp,io'ut 
and ptI'OJ'le who ....e>u"oHerving ~aking advantage and exploiting the systeft1 :.. 

'it I.md.rm1t'\~I!!!~·e\:r ability to show that thf!! gov.rnment eAn l"l!allyu.. . 
resourcwawlseiy and :Lmpl~~t overall r@form." Wyden said. 

11"'.' aecfi'tion t~ 't:"e ov@rpayrne,.,t". 'tnt! government's surveysho..Sii thC\t 
tp.n!'!; of' thol,nianci_ 0" l"a",ilies ......:. imorooerly d.nied b.nefi't1i.. includ1ng 
15,057 in TploC III. , :.3.266 iYr Florid. and 11,9~:; il"'. C4lI'1i'fornia. 

Mike Gene>.t.Of'~uty director fo..... welfare programs 1.1"'l the calif'orni.. 
De:ta'P'!'tmel"lt o'f Se~1.31 S~rviclPa, i ••150 crit ical of th.. Cl intor. 
admif'iiittration 'for c:"'tt1nD spe1"'JoiPl51 on antl-rraud .f't'orts....e said Melf'are 
<frllud ha.t; been ignor,,", by,·of'f1c:ia.h;. drat-tin:. tn. cre.ideM' _ ,welf·a...... ,refo...m 
plan. , 

. 'Vo", e.n ~:t ...c:: a. lot of Money in ....lf~re, Nitho'ut hurt1"'9 anyone Mh~ 
really n..cs it, b~ cJamping do..~ on 'fraud," G.~••t .aid. '"They nR8d to 

..._1"".,...pu.t f1"'':::':c o ...ev8Tltio....nd detecticr. "OM.~hli're at the top 0" th. 
Melfar. re~o~m agend•• ,t 

..... ~ - -".. . 
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http:lCNIrC'.nt


SENT aY:~OSPACE BLDQ.· = 4-11-34.=1l:47AM ; ACf/SUnE 600~ 2024567028.-.# 01 0 . liU(per't. "'0'" 't". e_~'!Ier'W..... A V." ........ ~ w _._ • __••_- - - _. - <J <J 

. ..,. Th.at' It' the t 1P'- o~- ·the-·leebergf',u Rector s.iG.--:- .. 
But Robe,.." G~~:rI.t.i'n, .)(.cutlv~di"'flCto,.,cf. the Cent.I"" 0" Budget·and· 


PetHel' Pt-iot"it ie., a 1 'U).ral 1"'esoeareh and «dvocec:y orgeni ::at ;'on1'"or the ' 

po~r. sa'io theY":' '11. no .vide~e. to ."PPo....t such claimS. 


W..1....Y". eac.,.,..ts,. tioa'y 'th4t abou.'t 40 pe1"'(:."i of' the aocutnentod 
ove,..p.y.....,.t. aroe 1:"e "aLtlt of f"eC'ipi..ntli, ..no .ither '.,te....tion.l1y or 
Misiak.,.1.. _ anet ......... The r_'t .~ blalMtd emad .,....I:t......nt· ih.t... lnc:o.... 
ca••WOt"''t.rs, .wnc .....t navigate Oo.nple)( e1 i.!ilibi U.iy rul•• t"'..1I: ".""y froM or,it 
".l~a"'. o~g"''' to a~th.r_ . 

. 'Th. fI'l4lin eai~na.1.· in i"e ....If..,... 8yst... toCi.y·.iS on de1:eY"lIIining 
eligibility,"G......I"I.t.ln .aid•• 'The", ia morl! .mph.sus on g.tting·t;htt 
erY"Ot" r.t;~ dowr.and l~. ~Pft.s1. on tr.ns'ormingthe system in othet" w.y. 
to get: peac:»le .of'f';o;he "'011••nd i,,,,'toJobs lItO"". quiekly_" 

A ••""jo,...dnu:P',ist....t1on off'ic:ial. sp••king .c:tnC'Ol'l4itionof' a"'onYN1ty. . 
said t".",..••.iGent· .....1'..... forc••dll· tthat eft. pl.-anref'or",t••k ....comm.nd 
include.".tional databa.e to. tr..ekwI!Jf..1".....c:ip1.nt. niltio",""ide~ 

The &)'stem "'ould 8110w stat•• to c:atchdou,ble dippe,....."d parents Who 
..... ac: ... ·t"'. pl.",: two-year U.,iton tJel"llllif':1ts .nesthe" MoV@ to anotheY".tattiP· 
to get on'.thercl'15 agai.n, a...ll •• ~"ito... child-support .payment•• 

TOT~ p.et 
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