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PREFACE

The Office of Student Financial Assistance (OSFA) of the Department of
. _ ,

Education has contracted with Advanced 'technology, Inc., of McLean Virginia, and
its subcontractor, Westat, Inc., of Rockville:"Maryland, to cOndlict a three-Y,eir
quality control project-(Contricf No.: 300-80-09,52). The focus of the project is the
Pell Grant Program, the largest of the 'student grant programs administered by
OSFA. The objective of Stage Two (Part One) of the project Is to design a quality
control system to measure and aliklyze program performante. The reports
completerto date under Stage Two (Part One) include:

o

Quality Control (QC) System Development for
the Pell Grant Program: A Conceptual Framework

Action Plan for Quality,Control System Design:
A Working Paper

A Comparison of Title IV Student Assistance'
Delivery Systems

Preliminary Quality Control-System Design
for the Pell Grant Program

A Framework Por a Quality Control System
for Vendor/Processor Contracts

Recommendations for Improving Quality in
the Campus-Based Program: FISAP Process

Technical Specifications for Conducting
an Annual Assessment of Overall Payment
Error in the Pell Grant Prdgram

Technical Specifications for QC System
Enhancements to the Manual GSL Interest
pilling Process

Corrective Action Framework for the Office.
of Student Financial Assistance

Quality Control Procedures Manual for Manually
- Processed Interest Payments Guaranteed

Student Loan Program

Quality Assurance for Vendor/Processor Contracts

OSF/)1 Goals and Objectives System Strategies for
Improved Program Planning.aritl Management

Office of St dent Financial Aid Quality Improvement
Programs: Design and Implementation

March, 1982

May, 1981

June, 1982

June, 1982

September, 1982

September, 1982

September, 1982

NoVember, 1982

December, 149$2

. December, 1982
0

April, 1983

September, 1983

September, 1983



4

PREFACE .

EXECUTIVE SUMMARY

CHAPT'ER.

TABLE OP CONTENTS

1: BACKGROUND
,
The Pell Grant Quality Control Study 1-1

The. Meaning of Quality Control 1-5

The OSFA Quality. Improvement Program 1-8

Page

iv

1-1

CHAPTER 2 GENERAL, APPROACH-

Generic Approaches to Developing Quality Control !roc

A

edures

Alternative QC System configurations in OSF

Framework ICI. Developing Quality Control Procedures

2-1.

2-1

2-5

2-9

CHAPTER 3 DESIGN FOR THE °SPA. QUALITY
IMPROVEMENT PROGRAM 3-1.

Opportunities for Quality Improvement 3-1

The Overall Strategy f 3-3 '

Internal Targets for Quality Improvement 3-10

The Next Steps 3-25

CHAPTER 4: IMPLEMENTATION PLAN 4-1

OSFA Quality improvemeAt Program 4-1

Implementation of Quality Improvement Program 4-6

Corrective Action Component of OSFA Quality
1m provetvnt 'Program

Appendix A: QCMIS Overview

Appendix B: List of Current:Delivery System Activities

9



4

as

A'

pip LIRE NO.

LIST OF FIGURES

1-1 Pell Grant Quality Control Study

1-2 Breakthrough vs. Contrpl r

0

a

1-3 Steps in the Development of an OSFAQuality
Improvement Program . 1-11

2-1 Oreliminary Assessment of QC System Options 2 -8 ;

3-1 A Systems Perspective of the OSFA Hierarchy '3-2
,

3-2 Design for OSFA Quality Control System' . 3-6

/ 3-3 - Critical activities in the Pre-Application
Subiystem

3-4 Critical Activities in the Student Application,
Eligibility Determination and Benefit Calculation
Subsystems

Critical Activities in the Fund Disbursement
Subsystem

3-e, Critical Activities i1ithe Account Reconciliation
Subsysta

-
4-1 Steps in the Development of SFK Quality.

Irnp7bvement Program 4-3 / A

a 3-13

3-17

3-19

3-22

4-2 Interface Between QSFA Dec ion Hierarchy
and QC. Process

4-3 Summary citQuatity Control Targets

4-7

4-18



PP.
EXECUTIVE SUMMARY

p-

. .
During the past two years, the Office of tudent Financial Assistance has been

...engaged in an effort to develop an internal quality improvement program. The

purpose of the, program is to develop - a systemktic approach to identifying,
measuring, and correcting errors or tendencies towak ,errors in the-student aid
delivery system. The design for this program inclUdei both a measurement
component and a corrective action component. This report describes the pyrpose
and direction of the OSFA quality -improvement program. The report has four
chapters.

0'

Chapter 1 provides background on the quality. improvement program. Some of

the basic points covered include:

10,10 A review of The 'literature suggegFts quality control and corrective action
can be most effective when targeted at the most error- prone areas;

The iveral l'OSFA quality improven;ent program has QC measurement
and corrective action colnpOnents, both designed to target tec.hrlica)
assistance at higtverro&prone areas. 1

46.
9 P /

Chapter 2 `tetiews the general approach to quality Improvement dev,eloklel
during the Stage II Pell Grant Quality Control study. This approach consists of the

(

C A

I-

. 1", following key elements:
,7 0

S

'An overall strategic approach that enables .0SFA to itarget technical
assistance on high error-prone areas, white ,proceeding with an overall
design strategy;

An emphasis on both manual 'and automated quality Control measure-
ment, enhancing existing data bases and procedures t'. to the extent
possible; ea.-

An emphasii during the first year of the qu,ality improvement program on
the development ofr-trie measurement component of the program.
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chapter 3 presents the overall design for the' OSFA quality improvement
program.' First, the opportunities for quality improvement in 'the current delivery,
system are reviewed. Marginal improvements to critical activities in the current
system can alleviate,, some of the most seriously negative effects of the current
system, including .defilencies in fund control and availability of program
information..

Secqnd, an overall strategy for the OSFA quality improvement program 'is
presented. OSFA is undertaking a quality improvement program that concentra tes
bn:

Institutkonal Quality Cpntrol, which is encouraged by Federal regillations
and facilitated by institutional:quality control guidelines;

- .

- External QUaLity Control, which can provide- OSFA with an ongoing
V measurement orVverall error rates for all programs;

. 4 Internal OSFA Quality Control, which includes a supplemental.effort. to
identify error prpnte activities, develop measurement Mechanisms for

-these attivitiesoind identify corrective action options;

.. A Quality CoNtrol Management Information Systems (QCMIS), that will
provide an overall QC reporting and information syste,m.

OP

Third,, the critical target; for Internal quality improvement are identified and
measures are proposed. The critical activities, some of which were addressed during
Stage W of the Pelt QC Study, provide OSFA With a road map for future internal
quality improvement.

Fourth, the next steps -in the OSFAI.quality improvement process are
considered. ,These include:

- Selectioneof new targets for technical assistance from the list of initial
\activities; ,

Development of a 'systematic approach to quality' vement for
Critical. activities, which is addressed in the final chapter;

Development of the QCMIS framework which would provide OSFA with a
well,-defined QC information and reporting -system

IP

v

r



V

apter 4 presents an implementatlon"plan for the OSFA quality improvement
program. This chapter includes:

.,..

1 , I. .
An overview of the entire OSFA quality improvement program, with a

.special emphasis on the role of the corrective action component;
... ,a

`An implementation plan for the program;

strategy for implementing the corrective action component using' the
Critical activities identified in Chapter 3;

Priorities for ongoing, quality improvement.

vi
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CHWER I
IBACKGIOUND

This .riport presents the. results of, tom. Quality Control (QC) System l
.

"task, Stage Two of the Pell Grant Quality Control Study. This task was initiated in
an attempt- to design a QC systeM for the, Pell" Grant Program. Based on the
ereliminary design of theiPell QC system and a comparison of the maim' student aid

:,programi, the scope of the taskwas broadened to irtrjucle the Guarantees/ Student
Loan (GL) and theCampus-Based (CB) programs, and to provide technical assist-.

,

`ance. in qualitative improvements in the delivery of ,these major. student aid
progiams operated by the Office oI Student Financial, Assistance (OSFA). This

refined app oath was based on the understanding that there were many *lc
similarifies the delivery systems fOi these programsnd that quality iniprovement

t

44

"was the responsibility;of functional units within OSF:fr. The quality improvement
program discussed In tbit paper can ovide OSFA. with a systematic process for

lying and/correcting error. -prone i-Irrtisin the delivery system. A major

outcome of this design and technical assistance' aCtivity is a plan foreman ongoing
quality improvement program ,.described in this bred. t: This chapter reviews
the' babkground: and context for the design st and discusses the n-Tering of
quality control.f.

THE PELL GRANT QUALITY CONTROL STUV.

Qtiality, while often considered ill-defined in many organizations, does not just

happen. it can be realized only throUgh management programs that better. utilize
personnel and systems to imprOve prbduct development and .delivery. In a large
social program, such as the Pill Grant 'Program and %Aber student aid- programs,

' `4millions of people are directly affected yby the quality of the delivery system: The
0,-st:thin:late test of quality for a social prpgram is whe er the beneficiaries of the

program receive the correcramount of aid, on time, a with a minimum of error.t, ..,....

. / .
_ 't

%
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Additionally, from the perspective of the Fleral.government, it is important that
aid lihe delivered in as effective and efficient a manner as humanly, or technically
possible., These factorsquality of the product and delivery systemare, of concern
to postsecondary institutions, state agengies, and to the Federal government.

The Pell Grant Quality Control Study was designed to provide--OSFA with a
comprehensive examination of the status of the current delivery system and to
incorporate basic quality improvement principles. The quality control literature
review discussep below provides -three fundamental principles for quality

improvernent7prevention, identification, and elimination (PIE). These are generally
characterized as follows:

4f f

Prevention refers to the design component of any production of delivery
system. Prevention of error must be considered when a delivery process
is designed originally, or in subsequent redesign; .
Identification of error becomet important once a pioductibn or 'delivery

. system has been impleMented. Typically, this would involve a statistical
sample -of products (awardees in the case of student aid) and the
establishment of measures and standards of routine error measurement;

C

Elimination refers to the process of correcting error in a production or
delivery system once it h s been implemented. This process is Usually
referred to as .corrective

The three-stage Pell Grant QualiVy Control Study, illustrated in- Figure 1-1,'
was a comprehensive quality Improvement project. Stage One was a study of the
quality of the .current delivery system for Pell. Stage Twrorthe project wasp
divided into three parts: Part- I was targeted at designing and implementing
ongoing measurement system for quality control in OSPA, Part II was an assessment
of the 'effects of the current and alternative delivery system design (currently
underway), and Part III was an ,analysis of Stage One data. Stage Three, currently
underway, `provides a restudy of quality in the delivery system. .

The three components of Stage Two closely parallel the 'PIE concept. Part II,
Delivery System Assessment, focuied on prevention by addressing basic long-range'

design problems with the student aid delivery systeni. _Part M, FollOw-on Analysis,

is focused on continued and refined identification of errors in the delivery system.
Part I, the QC System Design Component, focused on the elimination of error in the

current delivery system through the implementatiOn of 4,an, ongoing quality
improvement program.



STAGE ONE

t
"'"""11 STUDY OF QUALITY IN PECL GRANT DELIVERY ,SYSTEM

STAGE TWO

PART b DESIGN AND IMPLEMANTATION OF
OSFA QUALITY CONTROL
IMPROVEMENT PRCIGRAM

PART 11 DELIVERY SYSTEM ASSESSMENT

a

PART ILL FOLLOWON, ANALYSIS

STAGE THREE

PART Is RESTUDY OF 'QUALITY IN PELL
GRANT DELIVERY SYSTEM`

PART Its ONGOING QUALITY CONTROL

FIGURE 1 -1

PELL GRANT QUALITY CONTROL STUDY
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This is the final report for Stage Two, Part ',of tile Pell Grant Quality!Coritrol

StudSf. As te figure Illustrates, it drawilrorn.parts of Stage One and other parts of
Stage Two2, and provides a framework for ciontieuing the OSFA quality improvement

t

iti

program.

The findings of Stage One had an important impact on Ihaping. St-age Two of

the study, Stage One.indicated substantial dollar err* in awards to sOdenta during .1

the 1980-81 seeder* year: : Dollar error was defined as the actual award .
disbursements as listed' in records at the sampled undergraduate institutions in
Spring, 1981, minus what Advanced Technology calculated the correct disbursement,

to be using the best available information on appliC.ation data,, cost of, attendance,

and enrollment status. Total dollar error for FY 1981 was estiMated to be $275 per

recipient, or $650 million of the $2.2 billion (a 30 percent error rate) awarded to the

2.36 million recipients represerlted by the sample. An estimated.71 percent of the

recipients' rec eived in incorrect award, although in some cases the amount of
incorrect award was quite ghat'. Approximately -A percent of recipients had award

errors in excess of $150. Net error (overawards minus underawalids) Was $402

million., Fifty percent of program icipients (at approximately 1..2 million students)"
r

received overawards totaling, $526 million. Another: 21 percent of recipients

(approximately .5 million students) received underassiards totaling $124 -million.

f Stage Two moved beyond these basic research findings and- was broader than.

Stage One in two Important ways. First, the scope of work actually included
providing technical assistance to operatingunits in OSFA. The technical assistance

was provided, on a prio'rity basis, to operating units responsible for quality
improvement activities.' This was a logical extension of the initial design since the

identification of areas in need of technical assistance was basekopon an evaluation

of the delivery system- performed during Stage One of ;the study. The technical

'assistance activity - actually took the form of assessing needs for corrective action

and making recommendittions for specifiC corrective actions.

Second, Stage Two, especially Parts I and II, included other Title' IV student

assistance programs; pariicuiarly the Campus-Based Programsthe Supplemental
Educational Opportunity Grant (SEOG), National Direct* Student Loan (NDSL),

e Work -Study Program! (CW- S) --and the ,Gu!ranteed Student Loan Program 0

The GSLP includes both Guaranteed 'Student Loans (GSLs) and Federally

Student Loaris (FrSi,$).



ING OF QUALITY CONTROL
I .

,

. - 1. .
- t_

.
.

. American government and industry have recently rediscovered th5 meaning 9f. ,6 4. .,

quality improvement --and quality control. During the past decade, as prolilems.
emerged in the U.S. economy, government and induStrial leaders began to ask basic

questions about the quIlloity of-Ivo:due:116n in the industrial sector and the quality of
. , . .

service delivery in government 1

In 9the early 1970s, the Federal government faded the: monumental task of
V

going into production with- a massive entitlernent program; the Bask Educational
Opportunity Grant Program, within* a one year time- frame.' This task was accomit
plished sUccessfully. Each subsequent year; the prOgrari grew in size and changed in

- .

some basic programmatic way; consequently, the actual delivery of grants remained

the critical issue. There w little time to concentrate on the quality of the system
d for delivery. The other student-aid programs hive faced similar problerniyith
need to -deliver a program that is continually being changed in the legislatlye

proCess. For example, the GSL prograin has undergone major programmatic Changes
through reauthorizations and technical amendments of the ,Higher Education Act
that have resulted in neatly constant eitOdifications of the GM. delivery system
during the past 12 years. onsequently, there leneed for _a systematic quality
improvement program for the Major student aid prove-Ms,:

The .QC literature provides a framework for a systematic quality improvement

program. 3uvan and Gryna,1 two leaders in the QC field, define' quality as fitness
for use. Accordingly, QC should include .activities which assure that products or

services are fit. Juran and Gryna emphasize that quality activities encompass the
life of a product, from design to post -sale, although they recognize shatEoften only a

limited. range of these activities tan be provided at any one time. For student aid
P ro hams, thlg perspective.suggests that quality control should encompass the entire
delivery process, from: the application planning for student aid programs, to
reconciling accounts after the aid is delivered. An important distinctian- can be

made between sporadic defects and chronie problems- Ideekly.; the QC process
should involve a breakthrough process to eliminate chronic' problems, while sporadic

,errors can usuIly ibe eliminated through preventive QC. Figure 14 illus es the

differences irt the two approaches to QC.

liuran, 3.M. and Gryna,
Hill, 1970.

".,

,
4.Quality Planning and Analysis,- New York: McGraw-,

s-7

y.



QC WITH EMPHASSON CONTROL

6

a

Choosing the control, subjectdefining the quality,
tet chdracterist ic, f fort that must be regulated
ur d

chooschoosing a unit of rnttasuredefining the terms ining
the control subject will be measured

3. Choosing a standarildefining the desried level of
performance-for the control subject

A 4

Designing a sensorcreating method of measuring
the control subject

Measuring performanceperforming the actual
measurement

Y.

6. Interpreting results -- comparing the actual miasure-
ment,to the standard

7. Decision makingdeciding on the action, if any, to be
taken to the standard

.

8. Actiontaking the specific steps to bring perforrpance
up to the standard

-

WITH EMPHASIS ON BREAKTHROUGH

1. Breakthrough in attitudes -- convincing those responsiple
that a change in quality level is desirable and feasible

Discovery of the vital few problernsdetermining which
quality problem areas are most important

Organizing for breakthrough in knowledgedefining the
organizational mechanisms for obtaining the knowledge
for achievihg a: breakthrough

Creation of the steeririg arm--defining and staffing a
meChanism for directing the investigation

Creation of the diagnostic armdefining and staffiqg a
mechanism for executing the technical'investigation

Diagnosiscollecting and analyzing the facts required
and recommending the acilon needed

7. Breakthrough in a culturalpatternadetermining the effect
of proposed changes on the people involved and finding ways
to overcome the resistance to change

8. Breakthrough in performance -- obtaining agreement to take
action

Transition to the new levelimplementing change

Source: Juran, 3.M. and Geyna, F.M., Quality Planning and Analysis, New York: McGraw-Hill; 1970.
.r

4

FIGURE 1-2

BREAKTHROUGH vs. CONTROL

ti
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HistoriCally, QC in the linited States has emphasized technical apiroaches
such as statistical QC, reliability, and product assurance. Increasingly, however, it
is important. for organizations to, establish quality: policy, with specific quality
objectives that stlould be conveyed in written.form. In hisinost recent work, 3uran2
argues that two types of QC are necessary, managerial and technic.aL In.building a
maha,gement commitment to QC/ a successful QC analysis. must consider the;
existing organizational resPonsibaties and the new desigra should be

4
built around

them.' Additionally/ 'a top management Commitment, to quality improvement is
necessary to maintain an ongoing qUality improvement program.

A variety of .wellLestablished tools and techniques Eire available for V. The
American,Society for Quality Control maintains a publications poRgram that covers
such topics as national standardsa.ar!,d guidelines for managing vendors.4 There are

well-established guidelines for quality audits and qUality cost analysis,5' and will-
defined-planbi for establishing quality improvement prolrams:6

One especially useful "nairtic technique in qualify analysis is the Pareto
principle which states that losses are never uniformly distributed over causes
(quality or characteristics). Instead, losses are always unevenly distributed so...that' small percentage, or a viial few of the causes, contribute a higher percentage of the
loss of error. This principle can be used to .analyie the disiribution of loss due to
error. The results of this approach are often a boon to 'managers. and .,others4
concerned with instituting 90; it facilitate . ticanomeical, targetedeck on

the bulk of quality losses. 3uran and Gryna (1970) that this simple truth, the
Pareto principle, makes a quality improvement program possible. Once the -vital
few problems have been identified they can be targeted for managem;44t
systenlatic processes, identification- of 'high error - prone' areas, then targeting o

4111

23uran, 3.M., Cdurse on. Management of Quality, New York: 3.M. 3uran, 1981.

American So6ety for Quality Control, American N)tional Standard: Definitions,
Formulas, and Tables for Control Charts, Milwaukee, 'Wisconsin: ASQ(, OA.

4American Society for Quality Control, Guide let Managing Vendor Quality Costs,
Milwaukee, Wisconsin: ASQC, 1980.

. -5Bajaria, Hans 1 (Ed.), Quality Assurance: Methods, Motif ations and- Management,
, TDearborn, Mithigan: Society of Manufacturing Engineers, 1981. /

6K14well,'3.L. 'A 'trait Plan for quality, Waterford, C6nnecticut: Sohn L. Kidwell
Co., -1975.



technical assistance. These areas can be the basis of a systematic quality
improvement program.?

11 These concepts are usefyl for student aid programs; however, the literature on .

QC is dominated by the private sector, especially industrialgroduction. 'Most

overnment standards have been generated by and for defensecolitiactors. Conse-

quently, the decision ,to institute the quality improvement programs for OSFA has
been a cue -of- 4d* effort: it his applied basic principles develpped in the QC
field to the specific and uniqUe problem of student aid dein*.

THE OSFA 91.IALITY IMPROVEMENT PROGRAM
t

The overall- goal of this task is- to establish, a framework for improving the
quality of OSFA programs. A significant way to raise program quality is to
routinize the process of QC. ;QC, as used in this project, is the process of
preventing, identifying, and eliminating, sources of error in a delivery or production

system. The concept is most comprehensible when used in an indUstrial setting. For
example, it is easy to see the need for QC measures in the productio* of
automobiles. If the quality of a particular make' of automobile varied greatly from
car to car, the result. would. be expensive correct' e action costs to the manu

turer and decreased sales to consumers. Qiiality control somewhat ore
ambiguous in a social service setting, such as, the provision of student aid; however,

it is no 'less important. The Pell Grant Program, one of the largest itudent aid
programs, illustrates this point The annual overpayments in the Pell program, dye
.fo various institutional, student, and processor errors, are estimated in excess of
$400 million. This amount profides a great strain on program resources and, due to
anndal funding ceilings, may reduce the size of the average award at ,the same time
that education costs continue to rise.

In both industrial and social service settings, QC,m, asures can increase the
efficiency and effectiveness of the delivIery system by reducing costly errors and
raising the quality of services or products. In order to integrate QC into the
everyday optrations of an organization, at a minimums

Output standards must be established;

The ablished standards must incorporate technical specifidations
prescribed by the provider of the service or product and expected by the
recipient or consumer;

7Kidwell, ibid.
4 7



A system for monitoring standards aid correcting errors must be made
. operational.

Among the possible operational proceddres in a student aid specific QC program are
the following: "Os

one

Develop standards and measures for monitoring the delivery of student
aid;

1
Measure gerformance of student aid delivery against specified measures;

Determine and monitor errors in eligibility determination and award
processing;

Identify sources and probable causes of errors to plan corrective actions;

Develop corrective action procedures as an integral part,of the process=
ing functions;

Develop standards and measures for monitoring the results of corrective
actions;

Ensure that various actors (e.g., processors or institutions) are. -operating
in accordance with specified procedures, regulations, and standards;

Report appropriate QC information to Departmetj of Education
personnel on a timely basis.

In order to improve the quality of- OSPA programs, two distinct- procedures

must be developed. First,.ap ongoing structure or framework to deterriine sources

of program error and to measure It must be developed. This dornportent of a quality

improvement program may be called the' technical measurement component.
Second, a formal mechanism for designing and ..selecting procedures to eliminate
existing error must be designed. This component of a quality improvement program

is called the corrective action component.

When these tWo components of a quality improvement program are integrated,

they b?come a process for maintaining QC. When viewed In the context of a quality

control process; each component has a series of well -defined subcomponents or

steps. The technical measurement component includes the following steps:

Define the sampled subject, for control;

Define a unit of Teasure;

Establish a standard of performance;

Create a measuring device or procedure.

a.

.1-9 18- e
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The steps in the eorreciive actioncomponent are:

Mobilize for measurement;

Compare actual performance with established standards;

Make management decisions on type of corrective action needed;

Imeplement.cprrective action.,
,, *

.41

An illustrwtion of the interrelationships between these steps in a Well-integrated QC
process is shown /n Figure 1 'The QC-9rocess is illustrated as a cyclical procedure
since the Process. Is ongoing.

The 'QC, cycle was used as a basis for the design of the OSPA quality
improvement program. The emphasis of this task was on the design of a techniCal or

measurement cornpone for the pall Grant Program. The overall design for the
OSFA Quality IMprovem Program incluolles both measurem%_and corrective
action components. .7

I

hes
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CHAPTER 2

GENERAL APPROACH

I

This chapter reviews the general approach useetin the desIg6 of the 9uality
improvement Program. This program provides OSFA with a systematic metYodology

for identifying, measuring, and,correcting errors in the student aid eiivery system..
The chapter has three section. The fiht, reviews generic approaches to quality
improVernent, including the strategic apprqach which was used for the task. Sec

f

alter:Dative QC system configurations for the measurement component of the OSFA
QC system are rtiviewed4 Finally, the actual framework -useld in the task is
summarized. The general approach presented in this chapter is a tested metiol-
ogy for improving quality In student -aid programs«

(

GENERIC APPROACHES TO DEVELOPIAKQUXLM CONTROL PROCEDURES

The quality control process should not merely be an afterthought or an
addendum to an existing 'system. Unfortunately, the provision of student aid does
not represent this ideal situation. Although some concern has been paid to quality
control procedures, no rigorous and methodical quality control process paralleledibe
development of the delivery sysiem. Therefore, quality tontrol procedures must
subsequently be integrated operational delivery system. Three geneqc
approaches have been identified for introducing quality control procedures into an
existing delivery system. ,The first is characterized*Os the incremental bottom-up
approach, the second as the comprehensive approach, ark! the third as the strategic
or modular approach. . .

e' The incremental bottom -up approach to quality control development typifies
4

the approach used in most government agencies, educational institutions, and
industrial' settings. This approach assumes that functional subunits within an
organization have responsibility for it own corrective actions and as a '14-Olt, no
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.
system-wide quality control plan exists. Therefore, quality control development is

usually sporadic, incremental, mid seldom thl outcome of coherent planning.
Further, since corrective actions, are Identified by subunits, quality,control problems

r
.involving interface with other subwilts are rarely resolved. The typical steps*
followed by an'organi ation. taking-an inctemental approach tr quality apntrol are:

Funtational subunits (division,* branch, etc.) discover error -prone areas
e through problems with 'the system in operation; .

\ P ans fo .corrgctive actions (new procedures or system changes) are
ifevelo. . and based on needs as they arise--usually a limitedrange of
opti , Considered;

Managers seek new resources for corrective actionssystein develop-
.rnent or implethentation of,new proceduresbut problems that involve an
interfaCe with other subunits are often ignored unless VW' resource issues
can be rekolved;

Quality contrpl procedures, are developed and implemented only as tithe
and resources permit..

44-
JO 4

...2!** 1.
..The incremental aPpriach has dominated quality control development in

"studenvaid. While the Division of Quality Assurance (DQA) has impierninte? some
1 qUality control\ reporNg requirements in the past* there have been no systematic

attempts to develop quality control procedures. An incremental approach to quality
control is likely to produce some serious problems. Theie include:

Completion of specified tasks in \the nAcessary time fralbe without
concern for smooth operation and reduction of error in the system and
efficient use of personnel and other resources

/Di
Inconsistency arta* variation in the ways lanai subunits deal with
quality control problems;

Actftef. problems in the quality control of products that cut across
functionalbunits (or that Involve more than one Diyision/Branch).

The comprehensive approach assumes that anything that can go wrong with the
dAlivery system will go wrong; therefore, it is important to identify every possible
error in the system and design corrective procedures. In order to hloduce quality
contr I procedures into the student aid delivery system according ti this method'-
ol y, it would be necessary to identify all program subsystems and all the major

2-2 23
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actors or componentst-in each subsystem and then define, a responsive series of
corrective actions. Specifically, the basic steps in a comprehensive approach to
quality control are:, iw/

Identify the major subsystems of the programs (this includes pre-
application, application, eligibility determination, benefit calculation,
fund clisbursement, and acosunt reconciliation);

Identify the major actors or components fore each subsystem (for
example, -for the Pell eligibility subsystem, actors include students/
parents, institutions, and application processors);

For eachactor in eak: subsystem, identify acceptance measures of
possible errors in the system; -

Define measures for each set of standards including identification of
data elements and procedures for information collection;

'Det4rmine' the components. of each subsystem that merit development
and inclusion in the quality control system and evaluate the feasibility of
incluiling the various informatiori sEurces in a quality control data base;

Proceed with system development on the select subsystems (design and
devellop procedures,for implementation of selected components of each
subsystem).

The strateg4 approach assumes at the major sources of error in student aid
. programs can be identified and corrective action should be made in these areas

according to a Step -wise or modular methodology. Thus, to utilize t% approach,
significant sources of error must first be identified, prioritized, and the corrected
in a hierarchical manner. The basic steps in the strategic approach are:

Conduct a functional analysis of the operating system, including infor-
mation requirements, linkage structures, and breakdown points. In other
words, identify the places in the system, where corrective action can be
taken and monitor progress;

Identify significant sources of error in the program;

Select and prioritize targets for systematic "QC development and the
time frame for specifications, design, development, and installation of
each selected measurement systems; ,

Proceed with systems development for selected measurement stems
(e.g., deioelop procedures and systems manuals, usef manu tern
specifications, and software specifications, as necessary);

2-3
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. Perform system tests on selected measurement systems as they are
completed,

Since the Stage One study identified major problem areas in the delivery of 4

student .,aid, the project team and/OSTA decided that an igFremental approach to

quality control was not adequate. comprehensive and strategic approaches

)o quality control were viable stra L
wever.?

For th Pell Grant Program, prehensive approach would result in an

elaborate quality control system that imposed new data collpction procedure on top

of the already existing system. It would permit the development of a separate or
stand-alone Quality Control Management Iniorrnatidn System (QC IS). It could also

be used to produce quality control manuais for training ED personnel (Central and

Regional) and institutional representatives in quality control procedures. To the
extent that the system used automated data collection and analysis procedures, it

would be labor intensive since virtually an entire new.fet of procedures would be
. needed for each component of each subsystem. Also, s6phisticated data base

management procedures could be needed centrally, depending on how much of the

system was actually implimented. the comprehensive approach was considered too

ambitious for implementation. Trying to implement the system all at one time
would put great stress on the entire delivery system.

The strategic approach to quality control development in the Pell program
Would ,permit the incremental implementation and testing of modular quality control

f

subsystems designed specifically to reduce errors in the system. The modular

approach could also permit the use of up-to-date electronic technology utilizing
existing data sources, where' appropri ate, rather than developing entirely new data f

sources and reporting procedures. I might also result in more systematic analysis

and reporting on data currently collected. Some new date collection would
invariably be required, however. The strategic approach provides OSFA,Avith a

flexible approach to targeting resources on areas of greatest need. The risk

associated with this approach is that some important area could be overlooked, and

consequently, a major problem could go unattended.

After analyzing the two approachei the project team and DQA decided to use

the strategic approach. The basic trade-off between the coMprehensive and
strategic approaches is comprehensiveness versus timeliness. Since there is an
immediate need for quality control procedures in the student aid process and since

funding is tight in all government programs, the project team recommended utilizing



the strategic. Eypproach, to introduce quality control procedures; This approicti has
the greatest potential for:

Reducing errors in the Pell program;
14.

Adding, other ,stueent aid programs to the quality control prober an
ongoing basis .* . -

Pilot testing quipty control components earlier in the study;

Developing a sound resppnsive methodology to corrective actions',

ALVERNATIVE QC SYSTEAMONFIGURATIMS IN OSFA

.. , Two important Qt design issues concerning the C.system or program are:. (1) the
degree to which the s em will be automated; and (2) the degree to which existing
reporting and informat processing can be utilized. _These issues. were considered
early in the design process as part of the conceptualization of the quality
improvement program.

The issues of automation and report formats can be used -to generate five
feasible configuration options.°

,Option 1: a QC systrn" providing manual 4nhancements to the existing
delivery system and requiring new reporting fdrmatg

Option 2: a combined Manual/automated QC system requir.iing new
reporting formats;

Option 3: a combined manual/automated QC system using existing
reporting formats;

Option 4: a fully automated QC system using existing reporting
formats;

Option 5: a fully automated QC system requiring new reporting
formats.

Existing data are not of sufficient quantity or quality to make providing manual
enhancements to VIE -existing systrt and using existing requirements a viable
option. Each option can be compared using the following evaluation criteria:

Feasibility of the system design (Can it be done?);
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potential if:;r:*rtiOcipi for (Will it save- money? ;,.-

''Developmental*Cosis (How MuCh?h,
4.'Vio

Inte rface with the delivery system (Will it work? }:

Optkm : Manual:Enhancements

It possible to develop a quality control MIS that essenfially provides manual

enhancements to the existing Pell delivery 'systeln. This MIS will require - develop-

ment of detailed report formats for each olohe major actors in the financial aid
delivery system., The reports would be enteredinto & filing system in the Division of

Quality Asstirance and used as a means of monitoring and tracking progress on
certain key quality control areas. Either the comprehensive or the itrategie.
approach to quality control system development could be used to develop the manual

enhancements, although the comprehensive approach is easier to adapt to this
option. The major problems with this optionearePthat it would add to the reporting
burden and introduce excessive time delays In program monitoring due to its
nonautornated format.

Option Combined Manualiutomated MIS Requiting New Reporting formats

This option would essentially take the approach in Option I and wher
appropriate, automate data files. Other files; including periodic summary reports
rising aggregated data, would remain manual. This option has the potential for
providing data on a somewhiat more timely basis than Option I but would provide an,,
additional layer of reporter on top of the existing delivery system.' It cad use

either the coMprehensive or strategic system development approach but .would be

- more adaptable to the former.

la, Option 3: Combined Manual/Atoomated MIS Using Existing Reporting Requiremints

This option would have some of the same, features as Option 2 but would
emphasize new analyses of existing data sources rather than development of entirely

new reporting formats. This approach would be flexible enough to add other student

assistance programs as "necessary. In this way, a series of QCMIS subsystems could
be constructed that dealt with critical points in the delivery system. ,:Thls option



would be Most adaptable to the strategic approach for qualify control system
development.

Option 4: Fully Aiitornatedikst egrated MIS Using Existing Reporting Formats

This option would take the approach in Option 3 to the fullest possible.degree
of systern automatioh. Such an option wouldintegrate the core QCMIS with systems
that interface with the major actors' operating systems. Monitoring, comparing

results to specific standarda, taki4 routine actions, and reporting could be bUiltlnto
the system. Such an approach would be dependent on automation of most
components of the student aid delivery system. This option could use a variation of
either the *strategic or the comprehensive approath systems development but

. would have to be done In combination wit the redesign of the entire delivery
system.

1--- e a
Option Ss Fully Automated MIS Requiring New Reporting Formats

Option 5 IS identical to Option 4 except existing data would not be considered
sufficient to create a functional MIS. Thus; addittonal reporting burden would be

added for actors in the delivery system.
r

Assessment

.
Figure VI summarizes the preliminary assessment of the five 'generalized

options against the evaluation criteria. On the basis of the preliminary assessment,
it is possible to make an initial judgment about which QCMIS configuration option is
most desirable.

Option I would probably have relatively modest results on reducing error,
moderate developmental costs, and would not create an integrated QCMIS delivery

system. Option 2 would increase the:pOtentleil,ifOr reducing error bid would Nast,. ,

developmental costs. Option 3. has high potential for reducing error, would require,
moderate developmental costs compared to Options 2, 4, and 5, and would be
partially integrated into the'delivery ,system. Options '4 and 5, while having the
highest potential for reducing error, do not appear feasible at the present time. Of
the five options, OptiOn 3, a combined automated/manual systera-using existing data
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OPTION I

Description Manual QC System with
) New Data Sources.

Feasibility

Potential for
Reduchs Error

Modern te. (Can be
impkmented with exist
Ing delivery system- -
inaouni analysis may
take taxing to be

kst. (Delays built into
reporting lirnit maniter-
Ins hoot-end corrective
action. irripknentatiora
may not lead to error
reduction.)

Develnpmental Moderate. (Requires
clove ropT% entirely new
systellt.)'

Costs ,

Inter lace with
delivery System

.4"

29

Not Integrated. (Result
is -r-eiat6x of new,
parallel system.)

- OPTION 2

Cambined Automated/
Manual QC System'
with New Data Sources.

High. (Can be Imple-
mented with existing
delivery system.)

Moderate.. (Delays built
Lett reporting ihnit
monitoring .Irotit -end
'corrective actkvi.)

Hilt. (Requires (level-
- eying entirelymew

systems)

Nat integrated. (Result
is creation at new,
parallel system.)

OPTION 3

Combined .Automated/
Manual QC System
with New Data Sources.

iitt. Can be imple-
rnented with existing
delivery system.)

N. (Integrated
approach permits meal-
trxmltoring front-end
corrective aCtIon.)

,Mode ate. (Uses eitist.
g to to extent

perssihk.)

Partially Integrated.
litesult is integration
of QC subsys ms with.
Pell deliveryitem.)

OPTION %

Fully. Automated, with
Existing Data Sources.

Low. (Requires major
changes in delivery
system.)

I-II ,(Integrated.
roach permits moat-

manito ing fronts
corrective action.)

(Itetplirei tt!tto.,
matins new data
sources.)

Partial( bit at
esu t is Integration

Of QC mslasystems with
Pell delivery System.).

,rS

OPTION

Fully' Automated,
Integrated QC System.

Low.' (Requires delivery
system redesign.)

Itik. (Integrated
'aaproach permits monitor-

ing front-end corrective
action.)

ynktiowre. (Included In
delivery system redesign
which would,beCoSt-fici

FIGURE 2-I

PRELliktiN-ARY ASSESSMENT OP QC SYSTEM OPTIONS
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Inte rated. (Result
regret an of QC

into Pell delivery systeu.)
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sources appears to be the most desirable and viable QC system configuration. It.

would create a QC system that is resource saving, using the enhancing existing data
and management practices, rather thin resource -draining, placing new demands on
the current delivery system.

FRAMEVIORKPOR DEVELOPING QUALITY CONTROL. PROCEDURES

Based on this analysis, a strategic or modular approach to the development of'
quality control procedures for the OSFA student aid programs utilized. It

adapted the various steps in the strategic, approach.to quality control development.
These steps can be broken down Into two phasesdesign and implemeAtation. The
basic steps in the design phase were

Identify significant sources of error in the program (completed during
Stage One);

Conduct a functional analysis of the operating system .E infor-
mation requirements, linkage structures, and breakdoWtrpoints. In other
words, identify .the` places: in the system where" corrective 'action can be
taken and monitor progiiess;

Conceptualize a quality control- system with modular Components
designed to detect and monitor error-prone functions.

The steps in the implementation phase"were,

Select and prioritize modular subsystems for development. Also,
identify time framefor specifications, design, development, and installa-
tion of each selected subsystem; fl

Proceed with systems development for selected subsysteMs (e.g., develop
procedures- and systems manuals, user manuals, system specifications,
and software specifications, as necessary);

Perform system tests on modular subsystems-as they are completed.

During the des/Lm phase, the focus was on a QC measurement ''system for the
Pell' Grant Program. As a result of a functional analysis and a compariton of Title
IV Programs, suggesting many similarities between programs, all three major
programs were included, in the basic design. As a result, the preliminary design was

expanded based on a comparative analysis of the Title IV programs to provide a
basic framework for' the overall OSFA Quality Improvement Program..



The implementation phase was characterized by technical assistance rather
than detailed system design per seNIs was undertaken in recognition that OSFA
divisions must be responsible for quality improvement in their own areas of
responsibility. The technical assistance was targeted on error-prone areas that
needed QC enhancements and were, d to provide an ongoing management
report.

4.

4

A.
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CHAPTER

DESIGN.FOR THA OSFA QUALITY IMPROVtMENT PROGRAM

During the past three years, OSFA has initiated an internal quality improvement
program. This program has used the strategic approach to quality improvkment to
identib and correct error-prone activities in the current delivery system. This effort
has focused on:

.

Identification of opportunities for quality improvement in the overall
delivery syetem;

Development of an overall strategy for improving the quality of l the
current delivery system;

Implementation of internal mechanisms for improving student aid delivery.

This chapter dTscrities the results of this effort anti esents the long range plan
for improving quality in the student aid detvery system, using-the general approach
cussed in Chapter 2. The Chapter has four sections. First, the opportunities for
duality

improvement a discussei. Second, the overall strategy for quality improve-
ment is reviewed. Nexts'the framework for the internal qtaility improvement Prog ram

is reviewed. Finally, the, steps in implementation of the overall strategy are discussed.
4

oPPoRTUtpri PO QUALITY IMPROVEMENT

The development of the overall quality improvement strategy in IOWA was based

on a detailed analysis of specific opportunities for quality improvement. A three-level
framework was used to assess quality control needs of OSFA., Figure 3-1 presenti an

information system's perspective of OSFA based on this framework) The three levels
are:

The policy-level analysis examines the type of quality .control information
required by entitles that interact with OSFA in setting polity 'for student
aid. These actors include the remainder of the Department of Education

'Adapted, from R.N. Anthony. Planning and Control Systems: iramework for
Analysis, (Bostbn, MA: Harvard Business School, 1965). See also C. Blumenthal.
manat.ement Information Systems (Englewood Cliffs, N3.: Prentice Ha 1969).

,
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(ED), the Office of Management and Budget (OMB), and Congressional .staff. Interactions between OSFA and these entities usually occur as partof the annual budget process or legiSlative reauthorization.

The- management-level analysis reviews the organization of OSFA and itscurrent management procedures related to quality control. The analysisincludes an evaluation of the types of quality control information proce-dures required for the effective management di the Pell, program.

The delivery-level analysis considers the functional role of each organiza-tional entity within OSFA. Examined are the quality control procedurescurrently in place In each entity, the information resources within theentity, and the information needs of the entity. J
. .

At the policy level, quality control -concerns relate pritparily to overall programtt-

delivery. Outside of OSFA, in ED and'-OMB, there Is a concern that payment error In
the Pell program, for example, should be assessed on an annual basis. Additionally,
analysts In the Office of Plartn)rtgy Budget, and Evaluation (OPSE) are interested in
receiving tirnely''.-analySis of policy options for corrective actions that require
legislative or tludget action. These same concerns are apparent within OSFA, along
with accurate awareness that critical parts of the policy cycle.(planning, budgeting,
and egulation) and program delivery pnicess (application theolitti reconciliation) must
be performed on a timely basis.

s

. At the managemer;t level, quality control has ,been 'hindered by, the lack of
informati,on on the quality of system performance. The functional organization within
OSFA makes programmatic improvement more difficult, especially when activities in
one Division require 4sitwmation and actions from other Divisicins. The lack of
information about error-prone points canliniit the ability of managers to track critital
activities and make Improvements. The timely flow of information between functional
units is often limited, In part due to the quality of the overall information system.
Too oflen the information needed by another Divi ion, regardless of its importance,
takes second priority to performance of key activi es within iheDivision. As a result,
there is a need for an overall strategy that identifes critical error-prone points in the
delivery system and provides a' irar' neivork for Implementing corrective actions,
especially as` they relate to the flow of management information within OSFA. .

At. the delivery level, existing quality control proCedures are more 'abckinclarrt.
Occasionally, Branches and Divisions have developed their own control.
processes, usually on an ad hoc basis. As a result, there is wide var in the
awareness of staff within OSPA about quality control issues. Some Branches have



developed fairly sophisticated approaches to 'quality control while other/ are
plagulid by basic problems. Unfortunately; none.of these procedures are tied together.:
in an overall system with a well defined flow of inforrnbatioii.

As part of this project, OSFA sp red an exhaustive study of the effect the
current delivery system for the. Pell, SI., and Campus-Based progiams.7 It rev
that thsvpost seriously negative, eff f the current system for the Federal

. government are the unavailability cif info ation and lack of fund control.3 Most-of
the causes of these negative effects can be Improved through marginal changes to the
current- system. For example, most of the basic ems with fund control for

e student' aid programs can be corrected bLimprovements to Internal accountinri
procedures. For eicample, the GS1. program, where fund control is the most severe
problem, changes in account g procedures can 'ameliorate many 'of the deficiencies
identified by the General Accounting Offiee.4 Other marginal changes for GS1.. such
as increased use of state quarterly reports in quality control checks for state claims
and collections activities, could also reduce fund control problems.

Quality control measurement can play an Important role in the overall strategy
for delivery system improvement. Using the strategic approach to QC system -..,

development, it is Ossible to put quality control 'checks 'Into . place for ct
activities' throughout the student aid, delivery system. Suth development cirovides

. -. 41 -*-
senior policymakera with the early warnings that they need about major system
problems, as well as provides kograni Managers with the detailed information they
irquire to develop strategies far correcting delivery system deficienciei. For
example, during the past year the GSL Bran of the Division of Program Operations I

put into place a new system for ;measuring error in the' manual Interest paymeut.
process. This enabled OSFA to find errors before they were uncovered by end-of-year:
audits and, in turn, to make needed corrections, \..

gr.

2Advanced Technol Inc., and Westat, inc. Assessment of Alternative Student Aid,
Delive S ste ss ment of the Current S stem, prepared for the Credit

anagement = card
3;43.

3lbid, pg. 3-14.'

ion o Qu y ty ssurance, OSFA, 3une 1983,

The Guaranteed Student Loan Information System Needs a Thoroy,gh Redesign, 1.14
General Accounting Office, September 24, 1983.
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The importance of improving the quality of information abotit the financial
management of Federal student aid programs is echoed in the indings of the
President's Private Sector Survey on Control:. Task Force Report on cu cation.. The
task force identified the need far ir6proved management iitformation systems and .

internal controls as a mechanism for reducing waste, fraud, abuse, and error.6 /hi
report considered- the need for specific improvements /n student aid programs and
delivery, including improved debt collection. However, a major emphasii of the report
was on the improvement of management information and fund ac_ countability, two
closely related 'problems.

Short of an overall delivery system redesign, which takes substantial resources-,

and several years to implement, improved quality control holdi the most p5prnise for
addressing these basic problems. :Marginal improvements tan resolve many of the
basic problems with the student aid delivery system. Quality improveirent efforts
should be specifically targeted on improvements in fund control and availability of
program information since these areas represent some of the most bask problems
facing the Department.

THE OVERALL STRATEGY \

OSFA has developed an overall. strategy for qUality improvenient thlt can be
implemented on an incremental basis and that targets resources on the most critical

. _

pigsblems. The overall- design of the quality control program -is illpstrated in Figure
3-2. The overall strategy has four major component=

Institutional Quality Control; which encourages Institutions to make
delivery system imprOvernents;

External Quality Control, which provides' quality assurance functions for
institutional QC and provides \overall measures of error;

internal Quality Control, which is designed to facilitate marginal improve-
merits to the current system;

A Quality Control Minagement Informatidn System (QCMIS) that uses
inputs from the above cited sources to tailor reports fors -

5Subrnitted to the Subcommittee' for Consideratio at the meeting on 3une 13, 1983.
6ibid, pg. vii.
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Policymakers requiring corrective action analysis, early warnings of
system problems, and summary error reports

Managers concerned about identifying specific QC targets, tracking
critical activities, and monitoring overall system performance

f

Program personnel .requiring basic routine information to in-iprove the
delivery procets and financial accountability.

9SFAEach of these components of the overall design for the 9SFA quality control_
program is discussed below. The intena.1 component is disussed in more detail
in the next section.

Institutional Quality COntrol

It is the goal of OSFA to encourage the development, of systematic internal
quality, control; through measurement of discrepancies and eilrors in the delivery
'system, in all postsecondary institutions participating in OSFA student aid programs.
OSFA is taking two actions to facilitate this type of development.

First, OSFA is considering regulatory 'changes that woe require postseCondaey,
, 4

institutions to sample Campus-Based recipient records to measure error. The

objective of this requirement Would be to -encourage institutions to measure -errors in
their own delivery system and to develop corrective actions if they have-high error
rates: Over the -long term, OSFA- will require institutions. to measure and correct
discrepancy of errors for all Title IV programi not just for CarnpUt-Based.

Second, through the "target of opportunity" approach initiated during Phase U of
this protect,, Advanced Technology developed a handbook outlining quality control
procedtires for the financial aid office. A draft of this document, Was reviewed by
members of the student aid 'community. Currently, the handbooklebeing revised to
reflect OSFA and community concerns about long-term quality improvement at the
institution level. This emphasis would place responsibility for quality control with the
institution.

External Quality Control

Until institutions can implement a comprehensive institutionlil quality control
plan, it is necessary for OSFA to develop and maintain a systematic process for
measuring error in the entire delivery system. This is 'called external quality

f
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control The external component of the OSFA Quality Improvement Program focuses
on the three major program areas: Pell, GSL, and Campus-Based. The Pell Quality
Control Study, conducted by Advanced TechnolOg and Westat, Inc., was a compre-
hensive study of error in the Pell program. A systematic framework for replicating,
the Pell Study was,,developed, and currently is being implemented. The Campus-Based
segment of external quality control can be implemented either independently or in
,combination with the Pell Quality Control studies.

TN measurement of error in the delivery. of the GSL program presents special
problems that could not be .handled through modification of the Pell Quality Control
studies. Since GSL involves a complex' fletwork of lenders and guarantee agencies-aS
well as institutions, applicants, and applicant families, it will be necessary to take a
diff;rent erphasis for this study. It would., at a minimum, include:

Measurement of applicant error throtigh a method similar to the Pell studr;

Measurement of institutional error through methods similar to the Pia
study;

Measurement of guarantee agency and lender error through an entirely 6ew
approach.

The goal of OSFA is to reduce its role in direct ealrnal measurement once in
institutional quality cRntrol plan is operitiohal. At that time, °SPA% role will become
one of quality assurance. QUality assurance for external measurement is the tess
of monitoring the effectiveness of Institutional quality control programs and determin-
ing institutional compliance with ED quality control regulations.

V

Internal Quality Control

The Ion§ range goal of the internal quality control program for OSFA is to
develop QC measurement and reporting mechanfsms for critical activities throughout,

the student aid delivery systems. During Stage II, Part I of _the. Pell QC Studyi
following activities were selected for technical assistance using the strategic frame-
work:

OSFA Goals 'and Objectives System

GSL Manual Interest Billing
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FISAP Processes for Campus -Based Programs

External Quality Control System

Vendor/Proceisor Quality Control

Institutional QC Guidelines.

Fy

Subsequently, additional targets have been added. One such target initia ed
during Phase III deals with the GSL reinsurance pl'ocess.

Quality Control Management Information System .

The major feature of the entire QC' system is a quality control management
information system (QCMIS) that receives inputs from all of the above quality control

4ubsystems ,sand can be used to generate reports for all levels of management.
Conceptually, the QCMIS will include a fiamework for routine reporting from all other

measurement subsystems, internal and external, as well as special analyses Commis-
sioned by the Assistant Secretary as part of the corrective action frameworkftwhich is
discussed'in the next chapter. Most of these reports can be generated by the other
modules. The QCMIS should consist of a defined setof information floviand reporting

specifications for each of the modUless

The kamework for the rdutine to in from other measurement modules to the
tot MIS is presented in Appendix A.. This framework \includes:

'Summary retorts from the external measurement module;

Sunimary reports from the vendor /processor quality control and goals and
objectives modules;

Sample report formats for the internal QC module.
0

The quality control management information system, when fully deVeloped, will
provide management reports for managers throughout OVA. It is the objective of the
Division of Quality Assurance to continue with the development of the QCMIS

framework, as outlined in Appendix A.
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INTERNAL TARGETS FOR QUALITY IMPROVEMENT

The purpose of the internal OSFA quality improvement program is to establish
mechanisms for 'measuring critical error-prone points in the delivery system and
improving the way ttiese activities ,are accomplished, if necessary. The section.
presents im analysis of critical activities in the student aid delivery system. The

analysis recognizes the following features of the Federal role in the delivery system:

There are more similarities than differences in th-e delivery systems for the
major student aid programs, which suggests that an irregrated approach to
Qc is desirable;

Some criticize activities are best addressed at a manage rent level in OSFA
since they cut across the entire delivery. system;

Other critical activities relate specifically to individual subsystems and
programs.

First, there are similarities across the delivery systenis for student aid programs
by-. The Office of 'Student Financial Aid has a functional organizational
structure that combines activities for many functions. Very often the same personnel
work on all three' programs. The current deliv;ry system for the Pell, GSL and
CaMpus-Based program has six subsystem=

Pro- application, which refers to the program planning and breLdget develop.
ment, information dissemination and other activities that usually take
place prior to the start of an award year;

Student application, which refers to the actual processing of student
applications;

es I

Student eligibility determinatiort, whiCh refers to the process of determin-
ing categorical student eligibility and need for each program;

Student benefit calculation, which refers to the process of calculating and
packaging the awards;

.

"If

Fund Disbursement, which refers to the process of disbursing funds from
the Federal government to students, institutions, guarantee agencies, and
lenders;

Account Reconciliation, which refers to the' Process of reconciling all
accounts for students, institutions, lenders, states and the Federal
government .-,- after the award year. For GSL, thiils by definition a long-
term process since the Federal government sebsidijes interest on loans
after they are made.
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For the purpose of internal quality control in OSFA, the three student systems
aPplication, eligibility determination, and benefit calcu.Vion can be treated a singie----
subsystem. The federal 'government has relatively little direct involvement in these
subsystem's, except for the Pell -program application process. riistead, canipuses and,
to a lesser extent, lenders and guarantee agencies are the primary actors in these
subsystems.

*Cs....,17..... 'Second, there are some critical activities in the delivery system that cut across
all subsystems and are most appropriately addressed at a management level in OSFA.
Two of these critical activities were addressed ing Stage 11 of. the Pell Grant
Quality. Control Study. One is vendor/processor qu y control and quality assurance.
Private contractors ,play 'an important role in each subsystem. As a result,-
vendor/processor quality assurance. cuts across subsysteDs. One of the technical
assistance activities in Stage 11, Part 1, was the development of guidelines for
vendor/processor quality control for large .proceisor contracts' In OSFA and the
develOpent of 'a,quality assurance manual forproject officers for these contracts.

Atiother activity that clearly cuts across all subsystems is the Goals and
Objectilies System in OSFA. . This system Is used to monitor all delivery system
activities for each program. During Stage 11, Part 1 of, the QC study, the Goals and
ObjectiVes System was also selected for technicil assistance. In this area, the
network approach to program management was pilot tested, and found applicable to
the OSFA program management. This approach has not yet been Implemented.

Third, there are numerous activities in the delivery system that are candidates
for quality control and quality `improve ment that are most appropriately addressed on
an activity-by-activity basis within subsystems. The purpose of this section is to
identify the critical activities. using a'sditivioverall framework. Critical activities are
delivery system procedures that are particularly error prone. The framework used to
'identify critical activities:

Defines the subsystem;

Identifies the goals of the subsystem;

Identifies the quality control objectives for the subsystem;

Identifies the relevant quality control measures;eo

Identifies critical activities for quality control that correspond to these
goals, objectives, and measures.
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In the remainder of the section, the framework is applied to the four key
subsystems in the student aid delivery. These are:

Pre-application SubSystem;

Student Application* Eligibility Determination, Benefit Calculation Sub-
systems;

Funds'Disbursement Subsystem;

Account Reconciliation Subsystem.

4t,

Pre7Application Subsystem

The pre-application subsystem" is the process for out year program planning. It
includes. all activities related to development of forms, budgets, and application
informatkm. Quality control in'the prerapplication subsySteen is extremely u iportant
because this subsystem represents the design stage in the delivery system. Deigns
made at this stage will affect program quality at nearly all subsequent stages. In

other words, the quality of 'The student application, eligitrility determination, ithd
benefit calctilation subsystems, funds disbursement subsystem and account

rllation. Subsystem are,, at least part, dependent on the quality of the policy
ions formulated in the pie-application system e: Therefore, effective quality

c trot in the design stage can prevent' many problems at subsequent stages. One
mechanism for ensuring quality control in the pre-appl/catkm subsyst141m is an
independent program design review council that could provide management oversight
on' an ongoing basis.

The quality control goal of this subsystem' is to conduct all pre-applicatiott
actin les in an efficient, timely, and responsive manner.' Quality control .objectives
and easures are divided into those related to formulation of policy and those related
to implementation of policy. This distinction is made to highlight the need :for
preventing potential error through quality control f the policy formulation_process.
The critical Federal' activities at the deliVery lepoti the preapplication subSystem
are identified in. Figure 3-3. The reasons for inciu ng these targets are considefed
below.

Of the targets already selected by OSFA, only 'the two management level QC
'targets . vendor/processor quality assurance and the goals and objectives system

a.

explicitly addresi the pre-application subsystem. Vendor processor quality control

3-12 46



PRE,ApfliftittpucA

The prcicess that kitludes forecasting and developing budgets, developing, and
promulgating' federal regulations, developing necessary forms, disseminating
program information to participants, training participants, contracting 'and
planning for services, determining institutional ,program eligibility, establish-
ing payment systems, and planning for program specific procedures. ,

d

Conduct all pre-application Activities in an efficienti ely, and responsive-
manner.

Quality Control Objectives.

Polity Formulation

Review major policy changes
Estimate impactof major policy changes
Management oversight on major policy changes

*z:

Policy, Implementation 4,

Timely evelopmentof regulations
Time., pronaulgationsof regulations
Tim y development and printing of forms
Adequate availability of 'information
Timely inforinatioh dissemination
Timely and accurate responses to telephone and mail inquiries
Timely determinatiin of initial Pell, authorization levels
Accurate determination of initial Pell authorization levels
Timely determination of Coral:wit-Based allocations

"Acrrate determination of Campus-Based 'allocations

Quality Control Measures:

Policy Formulation -
. 4

Absence or presence of review on major policy changes
Percentage increase or decrease in program errOr
Absence or presence of management sign-off on major policy changes

Policy Implementation

Number of months from finalization of regulations to beginning of'
program year

Number of months from promulgation of regulations to beginning of
program year

FIGURE 3-3

CRITICAL ACTIVITIES IN THE
PRE-APPLICATION SUBSYSTEM. -)
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Number of months from deveipment and printing of forms to beginning
of program year

Number of months from forms development and printing to beginning of
program year

Number of months from information disseminatiqn to beginning of
program year

comparison between participant information needs and availability of
information that is disseminated

Accuracy of answering participant questions by monitoring telephone
calls and sampling mail responses -

Number of days to complete initial duthorization for Pell
Difference between initial authorization and final allocation in Pell
Number of days to complete authorization for Campus-Based
Percent of Campus-Based allocations that are appealed
Difference between tentative allocation and final allocation in Campus
..Based.

Activities r Quality Control:

ED development and promulgation of new regulations for each program
as required

ED development of forms including application forms and instructions,
authorization letters, requests for payments and reimbursements, SARs
progress reports, valis rosters, SI$AP, loan assignment forms, and
teacher cancellation ins

ED dissemination of program information through dear colleague letters,
participant training, responses to participant inquiries, and development
Of handbooks and manuals .

ED initial authorization of institutional funds activity for Pell by DPO
through the Pell Disbursement System

ED tentative through find allocation of institutional funds for Campus-
Based programs through FISAP processing in DPO.

, FIGURE 3-3 (Cont.)

CRITICAL ACTIVITIES IN THE
PRE-APPLICATION SUBSYSTEM
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relates to pre-application since the processor contracts; such as Pell, must be changed
each year to incorporate new requirements, which' is a process that should -be
monitored through vendor processor quality assurance. The Goals and Objective
system eakplicltly acknowledges the planning for pre-application) cycle, as well as
delivery and wrap-up cycle 'of any program year.

,
ation development is important from a design perspective. The major

design co cepts are pot into action In regulations, which highlights the importance of
design re views. A design review can'be critical in many instances. It is possible the

'criteria-ca n be established internal to OSFA, to determine when a Management review
should be done. The development and promulgation of new regulations is often viewed,.
as an intaortant area of concern by the ftudent aid community. The major problem,

;from the community's perspective, with this, activity is the timing of new regulations .

r irelative o the time and costs of implementing them in the field. If there is ample
cad time, campuses are more likely to be able to adjust to new regulations as part of

a routine planning process. However, when new regulations come out just prior to or\
(during or award year, the probability of error is increased due to the fact tha;
adjustmets must be made at the last minute, if they can be made at ail. A. QC

Analysis of this activity Should be done from the perspective of the impact on the
entire delivery system. Key `measurement point; soul identified that would
provide OSFA managers and policy makers Insight into possib blems before they

(
happen.

The development and revision of forms is also a cqtical ftictor in filling out the
right information at the right time. The Goals and Objectives System partially address
the forms, development- process, since it is identified in this system. However, the
impact of delays in 'these key forms has not been systematically analyzed.' It is
possible to develop a mechanism for monitoring 'the timeliness and availability Of
important forms.

Another critical pre-application activity the dissemination' of program infor-
mation through various sources. There was substantial criticism of OSFA during the
recent public hearings that important information is simply not available when needed
and-that when it is available it is often constradictory. For example, state guarantors
who operate in different states have observed that different regional offices interpret
GSL regulations differently. During site visits, campus financial administrators

observed that they often have to make numerous calls to OSFA to get answers to
simple questions about the Federal end Of the delivery system. This problem cuts
across Divisions in OSFA and, therefore, shoulhe addressed at the management. level.

4,"
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The initial authorization of funds for the Fell program is another critical activity
that can be tracked through the quality control system. This activity sets en initial
allocation which can cause ma problems for the institution if it is too low ancrcause
an excess of float if it is too dirge. A coherent and systematic approach to monitoring
this activity Auld be developed within the Pell Gram Branch, DPo.

StUdent Application, on, and Benefit Calculation Subsystems

The Federal government is directly involved in most of :the activities
included in these subsystems. Therefore they were combined for this analysis.-"These
subsystems represent the actual interface ,..between the student and the delivery,
system, which takes place at several points. The Federal government is only directly \
-involved in,,this subsystem for the Pell program. The quality control goal of this
subsystem is the timely processing applications and the accurate .determifiation of
eligibility and benefits.

The critical activities tar this program are identified in Figure. 3-4. These are
the processing of applications, determination of eligibility and its for students
_applying to ADS institutions, = idation procedures used o verify selected
application data items. All .of ities have already at t been partially
addressed by the quality control study.

The processing of applications for Pell was treated explicitly in the report of
vendor/processor quality control Procedureseor irrroving 'quality control were
actually built into the new Pell contract.

ED determination of eligibility for students attendin ADS schbois is the only
deliver); system activity that involves a direct interface between OSFA and students.
Numerous quality control procedures, including sampling and 'error measyrement, can
be implemented for this activity, just as they can be implemented at the campus ler 1.

The campus level quality control guidelines that are currently being developed for
OSFA can be adapted t6 this function. The validation procedures' used by schools for

RDS and ED for ADS is also addressed in the institutional quality control guidelines.

Fund Disburisement Subsystem

Fund disbursement is/the process of disbursing program funds from the Federal
government to state agencies, lenders, institutions, or students, and,from institutions
to students. The quality control goal of the funds disbursement subsystem is to
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STUDENT APPLICATION, ELIGIBILITY DETERMINATION, AND BENEFIT
CALCULATION

Goal:

The process by which a student appli ;s for financial aid either through a
processor or institution, the processor or institution reviews the application
for compliance with eligibility requirements, and award amounts or maximum
loan amounts are determined.

Timely processing of student applications and accurate deter:lunation o
eligibility and benefits.

0

Quality Control Objectives

t- Timely initial Pell processing
Timely Pell corrections processing
Reliable Pell processing
Accurate Pa categorical eligibility determination
Accurate Pell benefit calculation
Accurate Pell validation 4

Quality Control I/leas:mu

Number of days beiNveen application receipt and mailing of SAR
Number of days between corrections receipt and -visaing of corrected SAR
Percent of edit identified errors by Pell processor that are actual errors
Number of transactions per applicant
Percent of applicants ruled eligible who actually meet eligibility, criteria
Percent of benefit calculations computed accurately
Percent of eligibility determination errors remaining 'after validation

Activities for 'Quality Contrail'

. Processing of student applications, calculation of SAI, generation of SAR
by Pell processor*

ED determination of eligibility and benefits for students applying to ADS
Institutions*

In

Validation procedures to verify SAks used by schools in RDS and by ED
in ADS.

* Activity already at least partially addressed.

FIGURE 3-4

CRITICAL ACTIVITIES IN THE STUDENT
APPLICATION, ELIGIBILITY DETERMINATION AND BENEFIT

CALCULATION SUBSYSTEMS



'transfer the right .amount of money to the correct recipient at the proVr time.
Critical activities are identified in Figure 3-3.

Quality Control piocedures haVe already been developed for two activities. in the

funds" disbursement subsystem: interest and ecial allowance payments in GSL and

disbursement of Campus-Based funds through the FISAP. Quality control, procedures

for interest; and special_ allowance payments monitored. the accuracy of disbursements

from ED to lenders and guarantee agencies by: examining the efficiency of the receipt

tens . r

control process for 799 forms, the.compl teness of submitted 799 forms, the accuracy
of calculations on the 799 form, whethe orate payments,were made to lenders or
guarantee agencies, and the accuracy of Tfreasury vouchers authorizing payment.

Processing timeliness was also monitored by en suring that the date on the certification

letter or Treasury memorandum for a Voucher preceded the penalty date for a 799
form. This process has , helped identify problem areas in the interest payment and

1)kial allowance procedures in need, of corrective action and allows subsequent
monitoring of the implict of the corrective acsiiatns.

Quality control work for FISAP concerned developing corrective action .
strategies for error-prone functions. ,knaly4s were conducted/f the most common
errors committed in FISAP reporting and problems with FISAP-procedures and forms.'i

ED disbursement of funds' for the PeiL program to. LIDS schools is a critical
.

delivery system activity. It takes place as an integral part of the' Pell Disbursement
System. During the past year, the' Pell Grant Branch of DPO has made several
imptrements in the accuracy of the process. The purpose of the luality control
modeNould be to monitor the timeliness and asfuracy of this process arid to report ,on

the financial implication of this process.

The ED disbursement of fun& to schools in the Campus-Based program happens

as a drawdown process. This activity is most appropriately addressed* as an accounting

issue since it currently has no mechanism, except audits, for determining if funds are

being drawn down according to Federal regulations. The El) accounting system does

not currently track these requests on a program basis. The routine tracking of this

activity could result in significant cost _saving due to the tightenlog of the float for
institutions that draw down funds sooner than allowed by Federal guidelines.

ED disbursement .of funds to ADS students is primarily an issue for reasons of
timing. The Stage One Pell Quality Control study revealed that the actual disburse-

,

ments for the ADS students are relatively accurate. However, the timing of
disbursement can be problematic fOr ADS students and institutions. A quality control

mechanism for this activity could motor both timing and accuracy.
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FUND DISBURSEMENT

a

The payment of program funds frsm the federal government to state agencies,
lenders, institutions, or students, and from institutions to students.

Goal:

Transfer the right amount of money to the correct recipient at the proper
time.

Quality Control Objective=

Timely disburStments
Accurate disbursements
Minimize float
Atcurate in-year program cost estimates

Quality Control Mgasures:

Number of days between scheduled disbursement date and actual disbursement
date

Difference between actual disbursement and "correct" disbursement (ti
Percentage of disbursements in error
Amount andjirning of disbursement to institution compared to amount and

timing of fli,sbursement to student
Difference between actual program costs and estimated costs for program

year

Activities for Quality C.ontrok

ED disbursement of funds for the Pell program to RDS institutions and
RDS students through the Pell Disbursement System

ED disbursement of funds for the Campus-Based program to institutions
through the FISAP process* -

ED diSbursement of funds for the Pell prowearn to students in //ADS
institutions through the Pa Disbursement Processor

ED payment of interest to lenders participatiag in the GSL program
while student borrower is enrolled, in grace period, or is in deferment
period and ED payment of special allowance to lenders to subsidize
Guaranteed Student Loans*

* Activities for which control has already been at least partially addressed.,a

lay FIGURE 3-5

CRITICAL ACTIVITIES IN ME FUND
DISBURSEMENT SUBSYSTEM
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ED payment of administrative cost allowances to girarantee agencies
participating in the GSt program to compensate them for servicing costs

Refunds in Pell program funds from institutions to ED for students who
graduate early, withdraws or drop below half-time enrollment during the
time covered by the grant.

d,

a

FIGURE 3-3 (Cont.)

CRUICAL AcnvntEs IN WE FUND
DISBURSEMENT SUBSYSTEM



ED payment of admipistrative cost allowances to guarantee agencies in the GSL
program is another critical activity. ED currently has no mechanism for monitoring
the aciracy end timeliness of this disbursement. It is possible that data reported to

0, .

ED on quarterly reports could be better used for this purpose.
. .

The collection of refunds in the Pell program is a critical activity that is
, adifficult for ED to Inonitor. When there are changes in student enrollment status, thisr,_usually means that a refu is L due to the federal government, since most changes are

for reduction in course loa orrections to the SAR are usually not reported until' the
end of the year in the SVR. Analysis of this activity could focus on QC enhancements
to the Pell Disbursement System.

t

Accatimt R.econciliation Subsystem

The account reconciliation subsystem includes all processes required to reconcile
program accounts for a given award year and collect loans. The QC goal in account
reconciliation- process is to eliminate incorrect payment through- record reviews and
audits and reduce loan default rates. The account reconciliation process provides
back end quality control for the entire system.. ;-

The Critical activities in the Account Reconciliation Subsystem are identified in
Figure 3-6. None of the quality control technical asistance provided during Stage. II
directly addressed the account reconcilliation subsystem. It is, therefore, a subsystem
with several opportunities for quality irnprovement fOr internal quality control.

ADS account. reconciliation for studei.nt accounts is one of the critical activities
in, the account reconciliation subsystem. The objectives of a qUality control
enhancement for this activity would be.to develop a routine measure of the difference
tietween the actual disburseMent and what should have been disbursed.

Another critical activity is reconciliation _ of institutional accounts for Fell
through the Pell Disbursement systeni. The problem with this activity is delays in the
reconciliation process, possibly due to' the absolute"standard used for reconciliation. %
QC study of this activity could focus on improved tolerance levels and standards for
the reconciliation process.

A closely related activity is reconciliation of institutional accounts for 'Campus-
?

Bank programs through the FISAP process. The verification of PIMP can be
approached through detailed analysis of consistency on the FISAP form. This has been
done on an ad hoc bails in theast by the Carnpui-Based Branch, DPO.. A routine
sampling procedure could be used

*1
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ACCOUNT RECONCILIATION

Goal:

The process of reviewing records and determining that the amount of program
funds disbursed to each student, institution, lender, or guarantee agency is
correct, and, the process of student loan repayment.

Eliminate incorrect payments throiigh record reviews and audits and reduce
loan default rates.

Quality Control 9bjective=

Accurate
11146

recapture of ADS student overpiyments in Pell
Timely recapture of ADS student overpayments in Pell
Accurete recapture of institutional overpaynrts in Pell and unused funds in

Campus-Based
Timely recapture of institutional overpayments in Pell and unused funds in -

Campus-Based
Accurate information on enrollment status for sWdents with FISL loans
Accurate payments by lenders and guarantee agencies to ED for collections on
defaulted loans

TiMely payment by lenders and guarantee agencies tot ED for collections
defaulted loans

Accurate recapture of overpayments on claims for defaulted loans
Timely recapture of overpayments on claims for, defaulted-loans
Accurate information on borrowers teaching in low-income schools- or in
military or "Head Start" service

Timely collections on NDSL loans assigned to ED
Correct collections on loans assigned to ED
Accurate institutional audit and review procedures
Accurate guarantee agency audit and review procedures
Accurate lender audits and reviews
Accurate call reports and lender manifests-in FISL
Timely call reports and lender m4nifests in FISI-
Accurate quarterly reports, administrative cost allowance letters, and tape
dump for GSL .

Tipely quarterly reports, administrative cost allowance letters, and tape dump
for GSL

Quality Control:14mm:

Difference between ADS student overpayment' and ED collections
Number of months between end of-award year and closing student account
Difference between institutional overpayments and ED collections
Number of months between end of award year and closing institution account
Elapsed time between change ,in enrollment status and receipt of information
by ED for FISL borrowers
Difference between actual lender or agency collections on defaulted loan and

amount reported to ED .

'Percent of collections on defaulted loans reported to ED in error

FIGURE )4

CRITICAL ACTIVITIES IN THE
ACCOUNT RECONCILIATION SUBSYSTEM
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.
Number of days from lender or agency collection to transfer to ED
Percent of claim overpayments recaptured
Number of months from identification of claim overpayment to recapture,of

overpayment
Percent of borrowers with Cancelled loans for whith employment, status data
are accurate

Percent of loans assigned to ED upon which collections are made
Percent of institution* auditors and reviewers following required procedures
Perce,nt of guarantee agency auditors and reviewers following required

procedures
Presence of required data elements on call reports and lender manifests
Percent of lenders meeting ED reporting requirements for call reports and
lender manifests

Number of days between due date of call reports and lender manifests and
submission date

Completion of required data elements on quarterly reports, adrninistrative
cost allowance letters, and tape dump

Percent of guarantee agencies meeting ED reporting requirements for
quarterly reports, administrative cost allowance letters, and tape dump

Number of days between due date of quarterly reports, administrative cost
allowance letters, and tape dump and submission date

Activities for Quality Control:

Student account reconciliation for students enrolled in ADS institutions

Institutional account reconciliation through verification of student
validation roster in-Pell and through FISAP in Carnks-Based

Enrollment,status reporting to deterMine if loan is eligible for interest
subsidies for FISLand GSL

Recapture of overpayments to lenders and state agencies on defaulted
loans and capture of collections made by lenders and guarantee agencies
on defaulted loan$

NDSL cancellation when a borrower is teaching in a low-income school
or is in military or "Head Start" service and assignnlent of NDSLs in -
default for two years to the federal government for collection

institutional audits by independent.auditor and program review by ED

Guarantee agency audits b independent auditor and program review by
ED

FISL lender audits by independent auditor and program review by ED

FISL lender reporting through call reports and lender manifests

Guarantee agency reporting through quarterly reports, administrative
cost allowance letters, and tape dump

FIGURE 3-6 (Cont,)

CRITICAL ACTIVITIES IN THE
ACCOUNT RECONCILIATION SUBSYSTEM



Enrollment status reporting to determine loan eligibility f9r interest subsidies is
critical for FISL and GSL. For FISL, the timing of requests for enrollment verification
has a built in problem for the Federal government; the bi-annual feporting for
enrollment leaves too little time between' verifications \for students who drop out right

-\
after the report is made. For GSL, enrollmerkt reporting is an e.xtrenely complicated
process of concern to lenders, GAs and institutions. A number of quality improve-
ments are possible in this process. The default rate for GSL. and FISL could be reduced
through such an effort.

For the claims and-collections process in GSL and FISL the government lacks a
systematic approach to check the reasonableness of claims. Therefore, the Federal
government currently lacI9 the capacity to correct on overpayments. This is an area
where an enhancement study would result in substantial savings.

NDSL cancellation and assignment of NDSL to the Federal government is
another activity that has not had quality control checks in the past and where
improvements are passible. A QC enhancement in this area 'could include a systematic
sampling of cases to determine overall error rates.

Institution audits by independent auditors and program reviews by ED is another

activity in which quality improvement could result in savings. While a sehool-
monitoring system for the DCPR review process is in the design stage, it has not been
implemented and ED presently lack; the Eapacity to do analysis of sources of error.
,This information could: be used for all aspects of OSFA management, from regulation

development through account, closeotit.

Guarantee agency audits and program reviews is another activity where duality
improvement could posilbly lead to financial savings., ED currently lacks the systems
auditors needed for thorough program reviews for GAs. A QC study. in the area could
more precisely iderhify the review needs for GAs. ,

The ED review of lenders. suffers from a laFk of,a sound information system that

can be used for analysis purposes. While lending institutions are generally highly
regulated, there is now a real possibility that when lenders do submit a bill with errors
it will go undetected by the Federal government. A GSL QC Study may be necessary
to define and measure lender error to provide a benchmark for the audit and review
processes.

Guarantee agency reporting is. another activity where quality improvement is
needed. GAs report though quarterly reports, administrative letters and state tape
dumps. e- quarterly reports could be better thilized by OSFA for QC checks on
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varickus aspects of the GSL reconciliation process. The state tape dumk also offers
possibilities its this area, but has not been consistantly reported to. ED. The quality of
data on all three reports_ has not been routine* checked b OSFA. The entire OSFA
state interface is an area where quality improvement is needed and a qc enhance-
ment study is possible.

THE NEXTSTEPS .

OSFA has made substantial progress during the past three years in the design and
implementation .of arw overall quality improvement program. The emphasis of .the
program during the first two years has been on the measurement component. During
Stage One of the Pell Quality Control Study the emphasis was on error measurement
for the Pell program. During Stage II the emphasis shifted to internal qualiW
improvement within OSFA.' During Stage Thiee, OSFA has maintained a dual emphasis
on internal quality improvement and external measurement of error in Pell.

During Stage III of the Quality Control study, a strategic approach to internal
quality improvement was developed, tested, and used to select high error prone
targets., This chapter has reviewed . those targets, identified ,overall strategies- for
quality provement and identified new targets for, quality improvement. Possible

next ste in this internal quality Improvement process are to
O

Select additional targets for technic 'assistance

Develop procedures for internal 0C development by operating units in
OSFA.

Develop the QCMIS reporting system.

.
First, it is now an opportune time for:selection of additional targets for quality

improvement. This chapter has presented a set of, critical delivery system activities
that can be selected. for technical assistance during Stage Three of Quality Control
Study. Work so far during Stage III, Part II, of the QC study, has included GSL
reinsuranceiand refinennt of the institutional QC guidelines.

Second, the ()SEA should also consider deyelopment of guidelines for overall
quality improvement in OSFA. A framework for this activity Is considered in the next
chapter. -

59
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Finally, OSFA should also. Consider development 61 a. CM'S for routine reporting
on all quality control and quality improvement activities. The framework for this is
presented in Appendix A.



CHAPTER .4 ,

IMPLEM, ATION PLAN

This report has -described the results of Stage Two, Part I of the Pell C

Study, a design and technical assistance effort, and has focused on the measuiemen

componpnt of the OSFA Quality Improvement Program. In order to achieve the
overall objective of this project, to design and implement an ongoing- quality
improvement program, OSFA must continue this systematic quality improvement

effort. In order to facilitate the process, this concluding chapter considers:

Ce

The overall Quality Improvement Program design;

The implementation of the Qualkty Improvement Program;

The development of a corrective action component;

Priorities for action.'

OSFA. QUALITY IMPROVEMENT PROGRAM

OSFA has made a concerted effort over the past three years to identify and
implement quality control measurement and to organize corrective action analysis.

The Pell Grant Quality Control Project has proposei a wide range of corrective
actions. These proposals have not adequately involved OSFA personnel, nor has a

formal 'structure for corrective action beep proposed previously as a result of the
current project. This section considers the basic elements of a generalized quality
improvement prograth for OSFA.

Quality improvement should- be a goal of all Divisions in ?SFA, not just DQA.

Each Division should .have -an internal quality control plan.- As part of this -plan,
records and documentation should be maintained and summary reports on
performance Sent to DQA. QQA's role in .this process should merely be a monitoring

or oversight one. Therefore, each division is responsible for quality control. Their
roles can be distinguished Iron.) the responsibility of DQA whose responsibility is
quality assurance.

.0
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The quality Improvement program has two basic components; the technical

QC system with an emphasit on measurement, and the analytic cornpon t with an
emphasis on carrectivelections. The major emphasis is in the desi task on the
technical measurement component which -attempts to Identify error-prone points in
the financial aid program. Having identified these points, the objective of the
corrective action component to Introduce program reforms which can increase
overall program quality. The steps in the technical measurement and corrective
action components, as Well as thi interaction between these components, is
illustrated in Figure 4-1. Quality control has been defined as a process
identifying, correcting! and preventing error or a tendrnoy toward error in a system.

Therefore, as shown in .Figure 4-1, a formal ongoing quality "control effort must
combine both a technical for measurernent) component and an analytic (or

corrective action) Component.

The technical component of the quality control process is already well into the
design stage. Figure 4-1 shows that the technical component must include a
capacity tor.

Define samples;

Define measures;

Establish standards;

Develop measurement mechanisms;

Implement meisurement mechanisms.

The analytic or corrective action ponent of the overall quality control
procedure is essential to close the. loop and repeat the quality improvement cycle on

an ongoing basis. Thecritical elements of the corrective action component, as

shown in Figure 'are:

.4p

CoMparison of actual performance with standards;

Management selection of corrective action options;

implement corrective actions;

Repeat the
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The development of a formal corrective process in OSFA would require signi-
,

ficant changes in OSFA management. Some of the assumptions that were
considered In the development of this framework were:

The ongoing quality improvement program, especially' the corrective
action component, should be integrated into the overall, management
system in OSFA;

The corrective action fr work must interfiwe with other management
systems and procedures id FA, Including the Performance Monitoring

. System (PMS) ,

It is important that the corrective action component provide OSFA
personnel with opportunities to initiate and receive recognition for
corrective actions initiative, increased productivity, and error reduction;

A manageineni commitment to quality in OSFA is essential to the
invi!mentationi of the overall QC system;

The implementation of the corrective action component of the Quality
Improvement Plan shoulcrbe an integral part of the ongoing QC ,system.

When proposing that a formal organizational mechanism be established for the

ongoing quality improvement program,, it is necessary to consider the organizational

intent in which the system will be implemented. In OSPA, features of the current
system should be recognized in the overall design. These include:

The formai management structure in OSFA and current initiatives to
improve Management;

The placement of the new system in the organizational hierarchy.

The Office of Student Financial Assistance is organized into functional
divisions with responsibility for different aspects of the delivery of all three
programs, Divisions are further subdivided into branches. In some divisions, such

the Division of Program Operations and the Division. of Policy and Prove
\1-De*elopment, -there are separate branches for, each major rogram (Pell, GSL, and

Carnpus-Based). In others, branches are divided- by .func ion. For example,' the

Division of Certificatio' and Program Review has five branches, each with responsi-

bility for different funt-t In the larger divisions, there are sections.and units

with further refined sets onsibilities. Within 'this hierarchical structure;

OSFA is in the process of implementing several significant management enhance-

rnents.

4-4 65
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One of the major management enhancements that is currently being imple-
ented in OSFA is the Goals and Objectives System. This system identifies goals,

of ectives,_ activities tasks, subtasics, and steps for the delivery of 'each major
stuc nt aid program. This syetern has tt)e potential strengthening the manage-
ment of individual programs aj a complement to the f ctional manageMent system
that is currently in operation. It identifies units individuals responsible for
completing individual steps. Currently, OFA is expl ing a networking approach to
the Goals and Objectives System which will improve its program management
capability.

Another significant management enhancement being implemented in OSFA is
the Performance Monitoring System (PMS). PMS will provide branches and sections
in OSFA with a formal mechanism for:

Identifying performance measures for individuals, units, sections, and
branChes;

Reporting on routine' performance of work activities;

Establishing goals for-improving performance within units;

Monitoring performance of indivit(als, units, and sections;

Evaluating performance of individual employees based on established
criteria;

Ttecognizing and rewarding exceptional perforrhance.

This system involves employees in establishing criteria and setting perform-
ance goals. It is being implemented in branches where the work activities are of an
-ongoing repetitive nature, such as forms preparation or review.

Both systems will provide .0SFA !with' an improved management capability.

However, in spite of these innovations, the management structure in OSFA remains

a hierarchical structure with a topddowri information flow kut policy and
procedures, and a bottom-up flow of information about work performance. Conse-

quently, the link between policy formulation and actual work activities in OSFA is
undermined by the absence of information about the types of 'actions that can be

taken to improve error-prone areas and functions in the delivery system. The

quality control process, with its technical and analytic cornponevs, is intended to
give OSFA a formal mechanism for strengthening this link. Both operating units and



OSFA management will participate in this process in distinct ways. Operating units
will develop and implement their own quality control plans. The impact of these
plans on quality performance will be onitored periodically by management through
a quality'assurance function. Formal dination of the quality control and quality
assurance functions could be assigned to specially created body such as the Quality
Council described later in this section.

The quality improvement program Is ntended to provide OSFA with technical
and analytic supporl*for the overall OSFA ty -Improvement process. The overall
quality improvement process must be well int rated into the' management structure
of OSFA, as well as provide a mechanism for i pro ing the linkage between policy
formulations and organizational activities. An I ation suggesting the placement
and the role of the corrective action process is esented in Figure 4 -2. This

placement and role is explained more fully in the, f lowing discussion: The basic
design of the quality improvement process with its technical and analytic
components, should enhance the roles of OSFA managers in instituting corrective
processes in their units.

41P1.

**

IMPLEMENTATION OF QUALITY IMPROVEMENT PROGRAM

The design of the OSFA quality Improvement program must consider the
formal organizational mechanisms required to put the framework into action. 'Four
formal mechanisms are critical to implement the overall quality control -process and
the corrective action framework. These are

Assign Responsibilityan individual or group must coo nate the correc-
tive action process;

Develop Procedures for Initiating Corrective Actions -- procedures .rust
be developed to give OSFA personnel the opportunity to gain recogn
for identifying corrective action options;

Develop Procedures for Implementing Corrective Actiona formal
mechanism for implementing new procedures related to the corrective
actions component of the quality Control process must be-developed;

Develop a Reporting System Interface QCMISthe corrective actions
framework must be integrated with the technical aspects of the quality
control system.
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'Assign Responsibility

. .

There are two optional approachet for formalizing the quality improvement
program In OSFA. The. first would simply require appointing a senior official to be
responsible for the irnOlementation of the overall program in OSFA. This official
would designate staff responsibilities for implementing the process and for working
with divisions and branches.

Alternately, the Deputy Assistant Sferetary for Student Financial Assistance,
in conjunction with Division Directors and Branch Chiefs, could appalrit an OSFA
Quality Council. The membership of the council, in combination, might include:

Representatives from each of the OSFA Divisions;

Individuals with responsibility for the areas identified earlier as targets
for increasing program quality and reducing error- in each Division or
Branch;

At least one representative from each program, GSL, Pell, and Campus-
Based.

The Quality Council should be responsible for the overall quality control
process, both -the corrective. action component and the technical component. The
core component of the Council should consist of five to. six senior managers since
larger groups are more difficult to convene and manage. The core Council will be
augmented by special subgroups _assigned on a case-by-case basis to resolve
particular problems. These subgroups will analyze the rce of the problem, report

back to the Council on perspectie corrective actions, subsequently be dissolved

at the completion of their work. The DQA should ovide staff assistance to the
Quality Council. The purposes of this council sh d hide additional:

Responsibility for the OSFA quality assurance function;

Approval of Branch and Division quality control plans ('tith particular
emphasis on cross-divisional implications);

Responsibility for irnplemen g the corrective action process and devel-
oping OSFA policies and p ocedures for implementing- and initiating
corrective actions.

4-8,
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Since OSFA managers are joined on the Council by ad hoc subgroups of Division
staff to meet particular needs, the Quality Council represents a combined manage-
ment-staff initiative to maximize program quality. Management and staff working
together to' meet common goals can have numerous residual benefits to the
efficiency of OSFA prigrarns.

Corrective Action Procedures ,

Another Important mechanism for the oVekall quality control process will be
the development of a procedure for establishinecorrective actions. This procedure

should be established by the Quality Council or senior official in charge of
corrective actions.

Whp establishing procedures, for initiating corrective actions, the Quality
Council", or responsible individual should recognize the different types of corrective
actions that can be taken. Specifically, the council should distinguish between:.

Type 1Working levt.1 corrective actions that can be implemented at the
spot where the worked is performed. Usually, the Section Chief or
Branch Chief can approve this type of corrective action. The Quality
Council or responsible individual should be concerned primarily with
reporting of these actions to the QCMIS as a formal meol a ism for
monitoring Marginal changes;

Type 2Corrective action analysis ,should: be required for marginal
change's that7a-ffect mote tharone division or have implications for the
overall delivery system for one of the programs. The Quality Council or
responsible individual may reserve the caption to approve the selected
option. in such cases, the corrective action analysis should consider

4

effects of the current procedures on key participants,
k

effects of options on key participants, WI*

selected corrective action;

Type. 3Program' level corrective actions should be analyzed by the
Quality Council or responsible individual. 4 Again, the effects of the
current system should be analyzed along with the differential effects, of
the marginal change options considered. Recommendations should be
submitted to the Deputy. Assistant Secretary for approval;

Type 4Policy level corrective, actions usually require actions outside of
OSFA. Some marginal changes, such as forms redesign or simplification,
require policy decisionp at the level of the Secretary and above. In thete
cases, the Quality Council or responsible individual should submit

4-9



recommendations to the Deputy Assistant Secretary. The Quality
Council or reponsible Individual should consider the types of additional
procedures that Would be necessary for Type 4 corrective actions.

The Quality Council will attempt to continually Improve program performance ind
will introduce corrective actions for this purpose. The Council will not merely
recommend necessary changes when program quality deteriorates to the point that
it is not meeting specified standards. In other words, continued increase in
performance will be the goal of the Council, rather than mere maintenance of the
status quo.

Procedures for Implementing Corrective Actions

Whenever a corrective action has been approved, orking procedures are
necessary. It is possible that these are never documented. Very often, formal
written procedures will be necessary. FOr example, when the GSL Branch, DPO,
undertook corrective actions in the area of manual interest billing, the branch
instituted new procedures. At the very least, the Quality Council or fesponsible
individual should establish an overall procedure for implementing corrective actions.
This should include:

Description of the corrective action;

Description of tictivities' tasks 'and steps affected by the change (perhaps
related to the Goals and Objectives System);

Documentation of written procedures that are to be. changed;

Notation of new procedures that should be de4eloped.

QCMIS Reporting

The corrective action system should feed directly into the quality control
management information system. The corrective action reports to QCMIS should
consist of:

Summary reports from Divisions and Branches;

Corrective action analysis reports;

Corrective action implementation reports.

4-10



These reports will vary in frequency and purpose. Summary reports should be

designed to provide periodic reporting on progress. Along with the implementation

of the corfective action process, the reports could provide the basis of the
corrective action reporting systern. The type of corrective action analysis reports
used would depend on the types 'of corrective actions being implemented according

to the above framework. The corrective action implementation reports would
provide a mechanism for reporting an the effects, or savings, of implementing each
corrective action. Formal report formats could be developed for each type of
report.

CORRECTIVE ACTION COMPONENT OF OSFA
QUALITY IMPROVEMENT PROGRAM

The development of the corrective action component of the ongoing quality

improvement prograpi would represent a significant 'departure from past practice in
OSFA. It would requirt building a commitment across OSFA to quality

improvement. Asiscussed earlier, this wold. require a formal designation of a
senior OSFA offic alI or other person to be responsible for implementation of the-

quality improvement program, especially the corrective action component. The

impleNntation of the corrective action component would require implementing a
corrective action process.

The senior Official appointed by the b y Assistant Secrettry, or Quality
Council, should initiate an annual quality improvement program in OSFA. This

requires a significant investment in analysis. John L. Kidwell' observes:

A quality improvement program is an investment; manpower will be
spent if results are expected. In order to put everything into the proper
perspective, a fact-finding activity is-a prerequisite to this investment.
One good way of involving the whole organization. In this phase is to
give key managO_sespecific responsibilities in the fact finding. The
recommended approach is through an appointment of an ad hoc team.

Kidwell recommends that the ad hoc team have the same membOrship require-

ments as the Quality council recommended in the previous section. The basic steps

proposed by Kidwell for the annual quality improvement analysi 'plan are:

ilohn L. Kidu411, A Profit Plan for Quality, Waterford, Ct.: The Johi L. Kidwell
Company, 1975.
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Determine quality policy and current.compliance with quality policy;

Determine or estimate quality costs;

identify dominant quality problems;

Determine compliance.to the operating Bits quality system;

Identify the existing defect prevention systeM;

Collate and analyze findings;

Develop recommendations for unit management

These steps are used here as a _basis for an action plan for irilpiernentling the

OSFA corrective action system. The Fiction plr is outlined below.

Determine Quality Policy and Comps ice

Determinaiion of the OSFA qualitrpoltcy could be one of the most critical
tasks of the Quality Council. Kidwell defines quality as "that degree of excellence
of a product or servic that provides for full -customer -satisfaction over the.
expected life,' with tin& availability at a cost to the customer that he can afford,
and at a profit to the procedures".3 Clearly, this definition would have to be
modified to fit a definition of quality for student aid delivery systems. It is possible to

that the QC objectives' in each subsystem, identified in Chapter 3, -could serve as a
basis for developing the OSRA quality statement. Once the definition is developed,
the 'Quality Council initiates the action plan. The first step in the action plan is for
A Quality Council to reqUesf Division Directors to:

Review OSFA quality definition and program" requirements;

Determine the applicability of the definition to theii organization;

Determine whether of not improvements in the operation are required to
adopt the quality policy;

Determine the extent to which current docunientation aro procedures
are adequate.

2Ibi 34.

3lbid, p\30.



Divisions and Branches may identify significant improvements that should be
made. For larger Branches, the Branch-Chief may need to involve section chiefs and
unit chiefs in the 'program. The information generated from this process 'will
provide a starting point for developing the corrective action system.

Estimate Quality Costs

Costs of Quality (COQ) is a concept Kidwell recommends for highlighting and
displaying the "cost of unquality." iiccording to this view, the concept of quality
cost management is a simple one--Ponce you know these costs, you can take steps to
reduce those costs that offend you".4 In order to achieve this type of inc,Ive
structure, it is necessary for the units to report:

Costs of quality program (either a QC module or system enhancements.
developed intern,anY);

Costs of losses caused by nonconformance to standards. (This will
require fuller specification of loss or gains.)

This type of analysis can help Division and' Branch Chiefs to fdentify areas
where corrective actions can be implemented. For example, daring the past year,
both the Pell Brinch and GSL Branch of DPO have implemented _marginal changes

that could result in substantial savings. The establishment of this type of reporting
system would provide a formal, mechanism for giving recognition for such enhance.
ment.

The specific critical activities identified in Chapter 3 can provide a basis for
this step. The focus of this preliminary analysis should be on identifying the amount
of error in the system. 11 I

identify Dominant Problems
a.

The basic question her is,1 "''hat needs to be fixed?" Quality costs telio,
managers the Areas where Improvements are needed. The Fareto approach to
corrective action analysis can be applied. This approach recognizes that 80 peicent
of the problems are caused by 20 pttent of the cases; therefore, the Division and

4Ibid, p. _ 4
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Branch managers should focui Ion their, most error-prone areas. They should be

asked to identify their own minant quality problems, their seriousness and
magnitude. They should be ed 'to separate the "vital few' problems from the

"trivial many." Corrective actions should be directed toward important problem

areas.
This list of critical activities also provides a basis for this step. OVA

managers, or perhpas the Quality Council, could go through this list to identify
priorities for continued action.

Determine Compliance to Unit Quality System

This will be a two-step process. Since most units now have an overall quality
improvement plan, it will be necessary to first develop a quality plan for t4)e unit- -

this should evolve out of the review in the prior step.
Generally, organizations have two quality systems: The one they think they

have, and the ones they actually have.5 in order to determine the actual quality
system, it will be necessary to ask OSFA managers:

if the basic functions are being perforrnea;

11f these are established standards for these activities;

If these standards are actually adhered to;

If the new standards are needed.

Kidwell recommends that the Quality Council establish a "Quality Aldit
Gu deline." Once these guidelines are established, several quality .audit teams

sh uld be formed to the selected areas. The audit teams should have the
re nsibility in the area being audited.

In OSFA, audit teams should work on those activities that are considered the

highest priority. Tkhnical assistance may be- desired for some high priority targets.

The emphasis should be on:establishing and refinitg reasonable tole.Nrice and

standards for these critical activities.
4
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Determine the Defect Prevention System

Defect prevention, especially. marginasprrective actions, should be the
responsibility of "operating units. The corrective action procedures outlined in the
previous section should help establish this (principal in OSFA. The Quality Council
sl\ould consider whether the operating units have internal corrective action systems.
The baiic question that should be asked of air managers is: What are the things you
do, every day, in managing your workers, to prevent their making mistakes?' The
response' will indicate the current defect prevention system in the unit.

The process implemented by the GSL Branch, DPO for the manual interest
billing and reinsurance activity should serve as i model for this type of corrective
action. - in both _cases, the Branch Chief t responsibility' for" identifying and
correcting basic problems.- Each of the tical activities could be managed
similarly by Branch Chiefs and other managers on a project basis.

Collate and Analyze Findings

A significant amount of information will be generated from the prior steps. A
ditical task is to put these results together into a Meaningful report She report
should focus on:

a

Cause and effect relationship;

The effects, of the current system;

The marginal changes that can be made to improve performance;

Assessment of the likely effects of possible marginal change.

Most of the seriously negative effects of the current student aid- delivery
system can be improved through marginal improvements to the current system. The
critical activities could all be the subject of this type of analysis.

Install Ongoing Corrective Action System

Once the Quality Council has been-through this cycle, the basic parameters of

the ongoing corrective action system can be defined and implemented. In fact, this
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piocest can become an annual corrective

refinement and improvement of the student

tion of corrective actions in each of the

Iction process that can lead to ongoing

delivery system. The implements-

critical activities Would not, lead to

Improved overall performance of the delivery system.

PRIORITIES FOR ACTION

This report has summarized a two-year quality system design and technical

assistance task that has focused on the developrntint of an. ongoing Quality Improve-

ment program for the Office of Student Financial Assistance. In order to assure the

continued implementation of the quality improvernentprogram, the following. prior-

ities for continued-action have been identified:

Assign responsibility for quality program;

Design and development of quality control management information
system;

Implement corrective action component of quality improvement

program; '\\

Cbntinue to develop selected targeti of opportunity.

itespo7sIbllity for Quality bnprovetnent Program

It has been proposed in this chapter that the Dept* Assistant 4ecretary for

Student Financial Assistance designate a senior official responsible for the OSFA

quality improvement program. Alternately, a Quality Council can be appointed to

oversee the implementation of the quality improvement program.

Quality Control Management Information System

As indicated in Chapter 3, the Quality Control Management Information

System (QCMIS) is the critical implementation link of the measurement component'

ofthe quality improvement progra;n. The QCMIS shared emphasis:

Refinement of reporting mechanisms from other OSFA quality control
systems and subsystems, according to the framework that has already
been established;

4-16
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Systematic analysis of policy and management issues inherent in the
results-of the ongoing measurement system;

Possible inclusion of the corrective action component.`

Corrective Action Component

The corrective action component of the overall quality improvement should
involve all organizational units in OSFA in a systematic qugli improvement
program. It is possible that data analyzed as part of the Delivery System
Assessment Task, Part II of Stage II, could be used to analyze and prioritize
corrective .action options for each- "delivery system activity. 'A blueprint fdr this
type of Involvement was discussed earlier.. The reporting mechanism developed
from this process could bye incorporated into the QCMIS.

Targets of Opportunity

In addition to continuing development of the reporting mechanisms across the

OSFA QC system, several of the targets of opportunity already considered are in
flied of continued technical assistance. Chapter. 3 identifies a list of possible,
targets. These targets are summarized in Figure 4-3. This chapter proposes a
strategy for developiAg a systematic framework for developing corrective actions
for each target. The goal of OVA should be ti establish a corrective action agenda
using this framework.

'
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Vendor/Processor Quality Control and Quality Assurance Guidelines

Goals and Objectives System

Institutional Quality Control Guidelines

External Quality Control System

GSL Manual Interest Billing

GSL Reinsu rance Claims and C011ections

Program Regulations Development and Revision

Forms-Development and Revision

Program Information Dissemination

Pell Program Funds Authorization

Pell Program Validation

Pell Pro ram Funds Disbursement

Administrative Cost Allowances in GSL

Pell Program Refunds Collections

Student Account Reconciliation in ADS institutions

Institutional Account Reconciliation in Pell Program

Institutional Account Reconciliation in Campui-Based Program

Loan Eligibility Determination for Interest Subsidies in GSL

Reasonableness Check on Ipsurance and Reinsurance Claims

NDSL Cancellation and Assignment to ED

Institutional Audits and Program Reviews

Guarantee Agency Audits and Program Reviews

Lender Audits and Program Reviews

Guarantee Agency Reporting

NOTES:

Targets in BOLD indicate activities already at least partially implemehted.

)

Targets with
priority.

BOXES around hem indicate ,activities that should be. tilie highest
o

N. FIGURE 4:3

SUMMARY OF,QuALrry CONTROL TARGETS
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This appendix provides a framework for developing the OSFA Quality Control
Management Information System (QCMIS). The concept behind the QCMIS
framework is simple but effective. Based on a the Pareto principle, which

hypothesizes that 20 percent of the cases cause eighty percent of the problems, a

strategic approach to QC development in OSFA was developed. The strategic.

approach assumes that the most error prone areas should be selected for QCMIS

development, and puts the 80/20 principle into action by targeting corrective
act/bns on the 20 percent of the cases with the biggest problems. This strategy

AvOrked effectively during Stage II of the quality control study.

When fully developed. the QCMIS should provide a defined set of inputs,
processes and outputs for each component, or module, in the OSFA QC systerA. This

appendixfocuses exclusively on the outputs of the syste. The QCM1S, as explained

in Chapter 3, would consist of routine management reports on QC rheasurement of

critical- activities in OSFA. in addition to reviewing these report formats,. this
overview provides a framework for the Deputy Assistant Secretary for Student
Financial Aid, or a Quality, Improvement Council, to select new targets for QC
development.,, /

The overview is divided into three major sections. The first section considers

the report formats for th'e external quality control. system. The second reviews the

report ibrinats And options for the two' management level quality ,control
subsystems. Finally, the third section prOPoses a framework for identifying the
quality. control measurement that can be developed for the OSFA. student aid
delivery system. This section includes examples of report 'formats 'and sample

wt..applicatiAs of the An objective of Stage III of the Pell Grant Quality
Control Study will be o develop fully the specification for the OSFA QCMIS. The
purpose of this appendix is to -identify report formats for)the QCMIS. It does riot
specify.thie sY,stein. T-ht final stction does, hbwever, provide a framel.vork that can

Abe used fo speedy the QCMIS. for critical delivery system activities.r
'4' EXTERNAL AEASURE.MEN TSYSiti&

The long4ange goal of /he OSFA Quality ImprOvement Program is to lia%4

ongoing externalfQC systems for all thi-eeipajor program components:" Pell-, G51.;

44.
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and Campus-Based. Currently only one of these has cbeen developedthe Pell
external QC measurement system. Stage 1 o the Pell QC study actually provided a

measurement of the error levels for Pell. As..part of StaK 11 of the Pell QC study,

guidelines were developed for ongoing Pelt QC measurement systems. During,-Stage

III of the Pell QC study, this study is being replicated. It .is possible that the Pell
QC study could be .extended to include the Campus-Based programs. The GSL

programs would require a separate QC study since it .would probably include lenders

as well as applicants, and postsecondary institutions. The report formats for the
three components are descrlYed below.

0

For the Pell Grant Program, the key summary report for the QCMIS would
, . A

Pbgive.the,summary e;itiination of-AnstitutIon. and sfuderrt error. The format for, this

report,- as presented jn th'e executive summary of Stage I of the ,Pell erAnt QC
Study, Figure A-I; includes surtrfnary estirriates for the net and gross number dollar-..

1 .

v- error, the percent of naividualse or ,institLitiont, with errors, and the tiiiben error
I

amount. The table also provides an indication,of the amount
a

of overaward and

underaward. The Pell QC studies, of c9urse, provictctmoFe detailed. results including

specialized-analyses of policy issueS; but these basic summary reports can provide #

the basis for QCMIS reporting. Additiehal surnmary-,tables would provide a basis for

QCMIS reports which include:
,

Meg

Breakdowns for the size Of disbursemeVt errors (sere Figure A-2 for an
illustration)i

t

Impact of selected incorrect application hens on grant disbursements
- (illustrated-in FigUre A-3);

- Summary of institutional errOrincidence (illustrated in Figure A-4).
..

For Campus-Based programs, the table structure would be similar, althougt*
edefinitions of -error, both. for applicants and institutions, would: Ar#61:,,, .

4.* 0considerably. -As part of Stage III-of the Pell Grant 9C study, Advanced Technology;

is refining a list of error for institutional anchstudent errors 'for The Campus -Based

programs'. When developed, these can be further 'refined into summary report
?

formats for the QCMIS.

2
4 8 4-
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DOLLARS
e

InstItutloA Error' 1210 M

Student Error' 1395 M

Total of Student A
InstItutIon Errors

Total Case Error

1605 M

$50 M

ALL ERROR2
% OF RECIPIENTS MEAN) DOLLARS

NLIt1IIROR

% OF RECIPIENTS MAN)

31% 1 09 $ 10 M ' 31 1 , c $ -4

441 1161 $301 M 44% $120

7114 1256 1311 M 7114 1132

7114 $241 $312 M 1114 $132

. OVERAWAROINO ERROR UNDERAWARDING ERROR

DOLLARS I OF RECIPIENTS MEANS DOLLARS % OT.RECIPIENTS MANs

InstItUtIon Error' , $110 li ZO% 1231 -1100 M 11X -$243

$412 -$ 47 k. 9% -1737Student Error' $340 M 361 /

Student and
'1450

:

institution Errors M 49%4
.

Total Case Epror , .1440 M * 49%4

$316 -1147 M 22%4 -1703

$370 -$120 M 2214 -17491

,
.

e .

IMillscing affidavits or statements of educational purpose and financial aid transcripts are not

inftuded as institutional error. Any cases with error greater than two dollars are included.

?Amount of error associated with all types of total'Institutional error plus all types or student

error per recipients totalled Independently.

3Mean focall recipients.

"'Unduplicated aunt of institution and/or student error.

5floan foil cases with error.
a

Source: Advanced TechnDlogy,.Inc.., and Westat, Inc. Quality in tht Bask Grant Delivery System,
Executie Summary, p. 5..

'FIGURE A-1

ESTIMATED INSTITUTION-AND STUDENT4.1,

NOT INCLUDING AEOFAT'ERROI1=71980-
.BEST COPY AyAlt_ABLE,,



,v.
PERCENTAGE OF CASES

STUDENT &

ALL. STUDENT INSTITUTION ERROR STUDENT ERROR

INSTITUTION NOT INCLUDING NOT INCLUDING

AWARD ERROR ERROR -AEP/FAT ERROR AEP/FAT ERROR

$551 and less 2.3%

5251 to - S550 4.9%

S151 to - $250 3.4%

$51 to - $150
ftr

A 5.4%

S3 to - S50 4.21:

S2 to - $2 26.4

, S3 to $50 '81%

$51 to $150 8.6%

5151 to SAO 7.5%

.5251 to .$550 12.2%

More than :$550

Award Errors in
Excess of $150

oir
47.4%

Award rs in

Excess 250 36.5%

2.4

5.6

0.8

2.0

3.7 1. A.,

5.8 2.5t,

4.4 2.0-

28.6 53.7.

,
8.8 5.0

8.9

7.9 6.1

-11.9 It 9.5

12.1 10.8

43.5 30.5

32.D . 23.1

41V

Source: Advanced Technology, inc., and Westat, Inc. Quality in the Basic

AP!'
Gan46Delivery System, Executive Summary, p. 6.
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RESULTING AWARD RESULTING

w ERROR (NET INCREASE IN l:ARDS
APPLICATION ITEM IN MILLIONS)1

e

PER STUDENT INET)2

Adjusted Gross Income $125

Student/Spouse 1979 Income 43

Nontaxable Income .(Other Than 41

.Social Securf5y) c,

*
,,..

Household Size A
. ,

Student/Spouse Assets 1979 26

Number in Postsecondary 13

Education nstitlyons , .

$53

18

17

'

15

11

0 ,

5

0

I For pol icy purposes, the data from our sample are extrapolated- to
prodram-wide error levels. Note that there is substantial overly of error
amounts, so col umn total is larger than actual total student e . - Data
.are rounded to the nearest million.

2 Date, are rounded to the nearest dollar.

Source:

`ft
-4,

. :*_:GRANT! OISBUR$EMENT ERRCiR

Age

Advanced Technology, Inc., and Wkstat, Inc. Quality'in the Basic

Grant ,Deliver.;, Systemt Executive Summary, p. 8.

0*

1.1,

4r

FIGURE A-3 14i

.IMPACT1OF.SEIEtTED:INCORRE.ET APPLICATION. ITEMS

'
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.e:
- MEAN ABSOLUTE

ESTIMATED . PERCENT '. ERROR FOR
RECIPIENTS OF ALL RECIPIENTS
WITH ERROR RECIPIENTS WITH ERROR

ifttal Institution Error 991,000 42% $364

Institution'Error
without AEP/FAT Error 873,000 37% .$239

CoMponents1

AEP/FAT Error

BA and Citizenship Error

Proge'am'Eligibility Error

Cost of.Attendance2

Enrollment Status Error2

Calculation Error?

181,000 7.7% $933

4,000 .2% $849

31,300 0. 1.3% $789

154,000 15.0% $177

430,000 18.2% S21'

. 368,000 15.61 S 79

-

1

?Component figures are computed independently for ea type of error.
.

The sum therefore exceeds the total' of .all error, bgleause error has, been
counted more than once in all cases where more than one type dferror
occurs.

2Estimated breakdown of 'institutional error eompoheats Irsfrig Spring 1981 ,
diti77771al 'component tlgures will' he deriyed fromnnstitutipnal
reconciliation .rosters as part of Stage Two of thii-oroject.

Source; Advanced Technology, Ine.,'and Westat, Int. 'Qual-ity in the,,Basic

0 .Gran. Delivery Svstem,2xecytive Summary; P. 9.
a. N

4

V

VD

'FIGURE A-4 .

....

.
,

-,.

. .

SUMMARY OF I STITUTIONAL ERROR INCIDENCE
Nmimpit., ,.

iv. AND, ARS LUTE VALV.I.N.DOLLARS
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For the GSL program these basic report formats would have to be revised to
Az include lenders and guarantee agencies as well as students. The definition of errors

will also nary for the GSL program.

MANAGEMENT LEVEL REPORTS

The design OSFA Quality Improvement program design includes two basic QC

measurement Modules that operate at the managemeo leyel in OSFA. Both have

elements that cut across programs and, subsystems in the delivery systems. 'These

are a vendor processor quality co n trol system and a goals and objectives quality
control system. An overview of the types of reports that could be developed for the

QCMIS.follows.

Vendor/ProcessQr QC

The vendor/processor quality control subsystem is actually comprised of a
series of contracts for the processing function for OSFA programs. The internal

reporting forms developed for reporting on vendor/prbcessor contracts are contained

in Figure A-.5. They include Awo types o4 performance data:

Data on a series of key processing measures;

Data on exceptions (measures of performatice that are operating outside
of established tolerance levels). 0

The form is designed for middle.4evel 'managers; therefore, -only critical
,

indicators of contractor. performance are repprted so that;- manages .do not have. to

wacke through. excessive informatiorAo firlO the data they are irapiested kn.
,4 `Al V it A

, . 4j'
.

The section on key measUreiselects a number of key .pro activities (in
IIP. .. Pell, for example, these rriiet be applications prcpeising, corrections prcicessine

- . ,. .

corresponderite service,r and t*phone service); and. for . each 7. one, reports 4 I

10information on: .. 4
. . ... '...

. .
, - ,i% . , ,

Processing volume;

4IP Processing costs;

Error rates.
v.

V

f

4

s
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.......u)sitor's Name

por (lop, Period: From
To

KEY MIASURE

Volume Information

In

Out

time (Average Processing/
Response Time)

_ost Information

Baseline Estimate

Actual Cost

El r or Rate

Standard

Actual

Other Key Measures

1 y's

OSIA INTERNAL REPORTING SUMMARY FORM

SECTION 1 - KEY MEASURES

KEY ACTIVITY 01 KEY ACTIVITY #2 . KEY ACTIVITY 03 KEY ACTIVITY 4

This Last Year This Last Yea This Last Year This Last Year

Period Period to Date Period Period - to Date Period Period to Date Period Period to Date

4

411.

e

9 0 BEST .COPY

tand This /Period Last Period

FIGURE A-5
VENDOR/PROCESSOR QC TABLE SHELLS

4.

.....=

91

NOM..1.

Year to Date



PROCESSING FUNCTION

I. Pitc.)1)U(s, I ION C(,)N TROL:

A. Information Receipt

0 D. Data Entry

C. Data Edit

92

N

v5Fh sysTEksw.L 1..4 0R"111\-; .

SECTION 2 - EXCEPTIONS

MEASURE OUTSIDE TOLERANCE STANDARD ACTUAL

.BEST,COPY AVAILABLE
as

.t.1

TV

qk

FIGURE A-5 (Cont.)
VENDOR/PROCESSOR QC TABLE SHELLS

..---

-93
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SECTION 2 = EXCEPTIONS (CONTINUED)

PROCEI`SING FUNCTION MEASURE OUTSIDE TOLERANCE

I. PRODUC1 ION CONTROL (CONTINUED):
D. Compute

A

E. DocuMent Production and Mailing

F. Correction-&.....-

, '

' 4
9.1

; ,

4.
t

1

4.

FIGURE A:5 (Cont.)

VENDOR /PRQ$ESSOR QC TABLE SO

STANDARD

e9

Vr
.

5

.BESTCOPY AVAILABLE

ACTUAL

4

.
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PROCESSING FUNCTION

2. FISCAL CANT411

pv 1ER, s L Ra..;-ORTAivu .

IN- SECTION 2 EXCEPTIONS (CONTINUED)

MEASURE.,OUTSIDE TOLERANCE ..,.

3. SOFTWARE QUALITY ASSURANCE

98

'p

4

0

I

FIGURE A-5.6(Cont.)

VENDOR /PROCESSOR QC- TABLE SHELLS

BEST COPY -AVAILABLE
f

STI1 ND AT.

A,-

,..

6

0

ACTUAL
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i,3EST COPY AVAILABLE
OSFA INTERNAL IMPURTINts SUaluveAkt r6RN,

SECS 2 EXCEtTIONS (COINITINUED)

PROCESSING FUNCTION

4. PRODUCTIVITY CONTROL
A.

Manual Procedure A

i

Manual Procedure
ti

Manual Procedure C'

t

Manual Procedure 0*

93

MEASURE, OUTSIDE TOLERANCIZ

FIGURE A-5 tont.)
. Kfill011/11Rfirrwill ac r

a

B""

STANDARD

it if 44w top

A

4.

99

ACTUAL

6.

!.111/1.1.0.
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AtOCESSING FUNal N

S. REPORTING PROC SS

4

4

USPh arm; St:in:414AR 'ORvs
. ,

SECTION 2 - EXCEPTIONS (CONTINUED)

6. CORRECTIVE ACTION PROCESS

0

BEST COPY AVAILABLE

100

at

- IYIEASUReibUTSIDE TOLERANCE

a

FIGURE A-5 (Cont.)

VENDOR/PROCESSOR QC TABLE SHELLS

STANDARD

;

.011111

t.
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ACTUAL
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- In addition, other key measures are presented and compared to predetermined
standards to measure processing efficiency. (In Pell, other key measures may
include the number of applications in the system more than 20 days, the number of
corn ions in the system more than 10 days, they percent of applications with more
than transaction, the percent of edit identified errors thit are real errors.)
For e measure, data e reported for this processing period, the prior processing
period, and the year-t ite. This use of trend data allows the identification of
potential processing problems before they become .actual problems and the prompt
,initiation of correctiv,zEtions.

4o

The section on exceptions is' divided into the various processing steps and
sub-steps, These steps and sulptept are

Production control;

- information receipt,
data entry,

- data edit, _
.. compute,
- document production and mailing,
. correct:Joni. 4

Fiscal control;

Software quality assurance;

Productivity control;

Reporting. process;

Corrective action process.

Ci

4-

t
Since there are so many potential quality control measures in a

vendor/processor contract,: this section of the report is actually a table shell on

which the monitor lists only measures that are operating outside of tolerance
-ranges. Depending upon contractor performance, the number of exceptions may run
from zero to several dozen. Thii table shell approach provides a much more
readable and useable format for managers than pre-printing all possible performance

A

-measures.

A -141 02
I
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OSFA Goats and Objectives System

The b ic reports' for the current OSFA goals and objectives system consists of
Oahu chart fat all activities and tasks required to deliver student aid. As a part of
the Stage II ell Grant QC study, Advanced Technology did a QC enhancement study'
of this syste . This enhancement study focused on testing the network concept for
the delivery of student aid programs. It was concluded that the network approach
could generate variety of summary management reports. These include:

A'cost control Gaint chart for each phase of the process or function that
displays the schedule status of activities to be accomplished within the
Baseline Cost Estimate (BCE) funds available;

A cost ,status report that lists fixed and variable costs with associated
activities;

A resource analysis report which describes, in dollars, the status of funds
(budgeted Or actual) within each cost center of the BCE;

A cost-versus-time plot of budget-versus-obligated funds for each cost
center of the BCE;

A critical path of the activities network that-routinely reports planned
and actual achieimment of project activiyes.

The OSFA Goals and Objectives system has the capacity to meet OSFA
decision support needs, especially if the-network apprOach is used. OSFA's decision
support needs are illustrated in Figure A.:6. All of these needs can be met by an
automated networking system, such as the PRIME/VISION system used fof.the QC
enhancement study.

At a policy-level, the Goals and Objectives system sing the network approach

can provide summary reports on the status of the delivery system, status reports on
programs and subsystems, simulations of decision plans, and resource tracking ind
allocation reports. These reports can be tailored to 'meet the routine reporting

. -

needs of senior administrators or to provide early warning of system breakdown.
Such decision .support systems can. also meet the detailed reporting needs of middle
managers and operations managers." t.

I

A-15 :103



'.4ENATING MELDS

t.-1SUMIWY RiPORTS

STATUS REPORT'S ON PROGRAMS AND

.SUBSYSTEMS

SIMULATIONS.OF DECISION

OPT IONS (WHAT .10) A

TRACKING AND ALLOCATION

0

2 .PROGR TRACK* AND SCREDWING
TERWENDENGtVISIBILITY

IDENTIFICATION-Of:FAIT6RE'TASK/

104
BEST COPY AVAIIAi3 LE

ti

ACtritTI f%

TASK/AtTIVUTY RESOURCE

REQ'UIREMENTS

'DAY TO DAYACTi.YITiES/

TASKS /STEPS

PRECISE 'RES430NODILITY

IDENTIFICATION,

IDENTIFICATION OF

REQUIRED INTERFAlES

(INPUTS AND'OUJP.

PROGRESS EVALUATI:ON:

FIGURE A-6

OSFA DECISION SUPPORT, NEEDS

a
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DELIVERY LEVEL QC AXIS FRAMEWORK

7

During Stage II of the Pell, Grant Quality Control Study, OSPA experimented
, i ,

, with the strategic approach to C system development The. methodology proved-
, A

effective at irnproving the c ity of operating uits in OSFA to measure error and
to design correctry" e action. The major limitationiof this approach vVei.ei "f

1

ih

b OSFA had limited cipability to identify error-prone .pisinti in the
delivery systeris, sir ce.there was not a comprehensive QC framework;

Onve an area was selected for QC development, the actual strategies for
developing the QC measurement system had to lie identified, ..1

Based on the experience during stage II, it i now possible to Auggest the basic
elements of such an analysis system. Two parts of tram Stage 11 study can be u.sad to
suggest such a framework. kfirst, the framework developed in the Delivery System<
Aisessment Task, Part II of Stake II, provides a reference p6int and methodbloty for
developing a comprehensive QCMIS framework, one. that can be used to -identify .QC
measures for ker.-activities-, St;cond, the expetience with targets of opportuniti
duiir% the Part I study can be used td help identify-strategies for.dfveloping these

.
; ith&

74. .QC. measures.

A framework for developing a comprehensive .QCMIS for the OSFA delivery
syitem is proposed in this `section. First, however, it is necessary 'to review the
framework used in the Delivery System Assessment Task.

Delivery System Assessment Fiamsivoli
44.4

The Delivery Systen Assessment task used a very detailed methodolOgy to
specify the current student aid delivery system, to develop a model to measure its
effect4 and to apply this model to the current system. This same methodology can
be adapted to develop a QC measurement framework.

The methodology for de4loping the analytic model for the Delivery System
Task required taking a series of analytic steps. -These were:

t

I S
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mik

Step I: Specify the current delivery system in the form of Input-
:- process-output (IPO) chains..

Step Develop independently w detailed list of program features for
each program.

Step 3: Determine which program features influence each delivery
system activity.

Step 4:. Determine the intervening variables that are relevint to each
system activity.

Step 5: Determine which effects are influenced by each delivery system
/ activity.

Step 6: Develop ..tneasurs for each effect at each delivery system
activity.

Stlip 7: Identify existing data sources or -,deop new data sources for
each measure.

a

Step & Ideitify thethods of analysis for each effect at each system step.

This process resulted in a preliminary specification of the entire student aid
delivery system. This specification is currently being revised. The refined list of
delivery system activities is contained in Figure 3-6 In Chapter 3. A series of
reports Were geherited during the course of this analysis. These were:

A review of Preyious approaches to delivery system_ 'issues, which
resulted in a context paper;

A preliminary model, which ,provided the logic for developing the
detailed model:

A specification of the current system, including program features (from
laws, regulations, and administrative decisions) and system steps (in the
form of input, process, output chains) for each activity in the delivery

_system;

: A general assessment model, which identifies intervening variables and
effects for each delivery system activity;

An analytic agenda, which identifies * measures, data sources, and
methods of analysis fdr each effect.

The three key reports in this series, as far as the methodology for the QC
measurement framework is concerned, are the specifications, the general model,

,

A-18
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. . ,
and the a ytic agenda. The relationship between the three documents is
illustrated/ in Figure A -7. The specification docUment identified the program -..

features sand delivery siktern steps associated with each activity in the current .
delivery system.

.

The General Assessment Model is being applied currentlysin the analysis of the
effects of the =rent delivery system alternatives. The steps. required` to_ apply the
model arw

1.
Evaluate the current system, including an estimation of baseline,.eftecis
on all participants;

Identify delivery systent alternatives, based on review of past proposals
and community input;

Specify. selected alternatives,: including program features and system
steps;

I

Asgess alternatives, including estimation of differential -effects on
participants;

Specify Intent, perhaps in different ways;

Rank alternatives according to specification of intent.

If

applied,

system.
identify

A,

the QC development framework is developed, then it can be systematically
using the strategic approach, to high error -prone points in ;he delivery
In fact, the results of the assessrnent of the current system can be used to

error-prone points.

Deliver; Level QC fdleasurement Framework

The framework and analysis completed as part of the Delivery System
Assessment Task provide the basis for the proposed framework for the delivery level

QC measurement Isamework. There are two key steps in the ,development Rcf the
framework.

First, the specifications umetrt provides a starting point for specifying the
types of quality control that cart be,developed for each critical activity. Figure A-8
illustrates the frarneworklor doitifithis. The specification, of the current' system

&19
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ACTIVITYs SUOMISSION OP FINANCIAL STATEMENT
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Etc.
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SPECIFICATION OF THE
DELIVERY SYSTEM'

Features/
Activily

a La w

Regulations

Administrative
Decisions

Delivery System
Steps

Inputs

Processes

Outputs

IDELIVERY.SYSTEM LEVEL QCMIS
MEASUREMENT FRAMEWORK2

Type of QC

Receipt
Control

Productivity
Control

Fund
Control

QC Measures

Timing

o.

,Performance

Dollars

\--rlhorr

Data Sources

Procedures/

Behavior

System
Per

Strategy

Method for
developing QC
Measurement
System

IA preliminary specification for the current student aid delivery system was developed by Advanced Technology, Inc., as part of the
Delivery System.Assesupent Task. This specification is currently being revised to-incorporate input from OSFA personnel.

2 The format for this report will be similar to the "Analytic Agenda to the Current System," developed as part of, the Delivery System
Assessment Task. The content will reflect the findings of that analysis.
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identifies the program features for each, activity, as Well as the delivery systems
ti

required to complete each activity, in the form of inputs, processes, and outputs. It
is possible to use those specifications to develop the QC frarriework. Specifically,

Jor each critical activity, it would be necessary to:
4.

Identify the types of, quality control that apply, including receipt control,
proquctivity control,' and fund control;

Identify the specific QC measures that apply such as timing of receipt of
documents and completion of reviews for production control;

Identify potential data sources for all measures;

Identify the specific strategies that could be used to develop the QC
measurement component;

,04

.%

For illustrative purposes. these steps have to be applied to two delivery system
activities. Figure A -9 applies It to activity 2; student application examples -

illustrates how the vendor/processor function for Fell would be illustated in this
r

framework. The second illustration is FigUre A-10,. activity, 6.6, GSI,, claims and
collections, which is in activity that is currently being reviewed for QC.

The second key element of the framework will be the reanalysis of the results
of the assessment .of the current delivery system, which has been recently
completed. The assessment of 'the current system provides baseline measures for
each delivery system effect and analyzes how lifilvidual activities contribute to
each effect. A reanalysis of this data could help inform 'the QC framework in two
ways. These are:

The analysis would be used to identify the measurement strategiei for
each activity;

It could also be used to identify error-prone points in the delivery
system.

, Both of, these features are critical to the QC measurement framework. One of

the major obstacles impeding the widespread application of the strategic broach is
that the specific factors that should be measured.-the types, of QC that apply, the

josslble measures, and the ,strategies for developing the measures --must be
developed on an ad hoc basis. This framework, building on the experience gained in

A-22 113



TYPE OF CZC.

Receipt
Control.

Productivity ,

Control

114

MEASURES

-Count of applications received

Backlog of applications

Processing time kohl
data entry

DATA SOURCES

QC and QA sample

Contractor; data base
and QA sample

eceipt to QC and QA sample

Count of applications _flagged by
cursory edit

Count of the number of time a
particular` edit is used

Percent of errors in sorting
applications by type

Count of Applications entered
versus counts at various
automated processing steps

Contractor data base

Contractor data base

QC and Qk sample

41tontractor data base

Count and percentage of errors QC and QA sample
by keystroke, data element, and
form

VP

FIGURE A-9

EXAMPLE flIOF DELIVERY LEVEL (QCMIS) FRAMEWORK: STUDENT \
\ ,

APPLICATION ACTIVITY (lOR AN APPLICATION PROCESSING CONTRACT)

Compare counts of in-
coming documents to
counts at various pro-
duction steps

Analyze effitiency of
processing by measuring
backlogs

Take indeRtendent 'sample
of documents received,
assign ID number, record
date and timlof entry
into system, and track
through processing stream

Analyze accuracy Of edit
procedure's

Analyze reliability of edit
procedures

Analyze4e accuracy of
information sorts

Analyze whether applica-
tions are being lost
after entry

Take an independent
sample of input docu-
ments and compare trans-
formed data to original
documents for accuracy
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k
TYIT OF -QC

. Productivity
Control (Cont.)

1

116

ST .

1

MEASURES

Backlog of applications

Proqessing4inte from reckpt at
keypunch to completionfidata
entry

I I

Count of telephone inquiries

4

Percent incoming calls pliced on
hold

' Average length of time calls
placed on hold

Count of number of calls per
applicatIbn

(
Accuracy o?answering applicant
quell ions

0

DATA SOURCES

Contractor data base

QC and.QA sample

Contractor data base

a
QC and ICSA Satnple

Qty and QA sample

. Contractor, ,dritta base

QC and QA sample

FIGURE A -9 (Continued)

EXAMPLE fl' OF DELIVERY; LEVEL (QCMLS) FRAMEWORK: STUDENT

APPLICATION ACTIVITY (FOR AN APPLICATION PROCESSING CONTRACT)

94"

STAATEGY

Analyze efficiency of
data entry by measuring
backl2gs

Take independent sample .

and monitor processing'
time from receipt at key-

. punch to data entry

Analyze telephone inquiry

Independently monitor
operators and record"
number of calls placed
on hold__

Independently, monitor
operators and record
length of time call Is
on hold

Analyze telephone inquiry
logs and assess how well
overall processing system
works and how under-
staldable procedures are
to applicant.

Independently monitor
operators for accuracy
by phoning in typical
questions and recording
accuracy of respoOse
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TYPE OF qc

Fund Control
(Cont.)

I 8

MEASURES

Actual versus budgeted processing
costs by cos", center

Actual unit costs versus budget
unit costs

0.

15

L

ts-
a

'

f .

pATA SOURCES

S

a.

,.
, .

Contractor data base

FIGURE A-9 (Continued) .

STRATEGY

Analyze cost trends by
cost center.- (For CPFF
contract only) %;

Analyze unit cost bytkne,
period Mike cost may
vary,based on volume

ti V

EXANIPLE 11 OF DELIVERY LEVEL (QCMIS) FRAMEWORK: STUDENT

APPLICATION ACTIVITY (FOR AN APPLICATION PROCESSING CONTRACT)



.` TYPE OF (C MEASURES

Receipt Control . Count of claims eeceived

1

120
6

s

a DATA SOURCES

Processing information
r at Student Loan Pro-

cessing Center (SLPC)

Count of collecttonstreceived A dr* Processing informition
Sk at DPO

aa.

411

Processing backlog of chtiriis

C,

Proeessing backlog of collections
1,

1.
Procesting time from receipt to
data entry (claims)

4

Processing inforniation
at SLPC

Processing information
at DPO

t
Processing information
at SLPC and QC data

Processirig time from receipt to Processing information
dita entry (collections) at DPO and SLPC plus

QC data

#

Count of claims flagged by edits Proc.ssing information
at ,SLPC

.
FIGURE A-ID

EXAMPLE #2 OP DELIVERY CM'S) FRAMEWORK:

CLAIMS XND COLLECTIONS ACTIVITY

STRATEGY
k

dmpare counts of 1189
forms receiveCto aunts
at various production
steps

Compare counts of 1189-2
forms received to-counts
at various producition
steps ..a."' Analyze efficiency of
1189 processing by
measuring 1189 form

-11 backlogs

air Analyze efficiency of
1189-2 processing by
measuring 1189.1 form
backlogs

Assign all claims an't
number, record date and
and time of entry into
system, and track through
processing, stream

Assigwalreollections an
ID number, record date
and time of entry into
system, and track through
processing stream

Analye accuracy of edit
proc -Aires foc 1189 forms

121



TYPE, OF QC
, 4,r ,

Reeelpi Control Countip't ctillec`tionsflagg,:d by edits Processing ,information
1Cont.) ,`-tr,.

+7'0 at DPO and SLPC

MEASURES DATA SOURcE.S

Productiv ty
Control

ki 122

Count.and percentage of error.
by keystroke; data element,. aqd

Backlog of claiMs and collections

Processing information
at SLPC and QC data

Processing information
at SLPC

Count of claims and collections Processinrinformation
received compared, with counts of at SLPC and DPO
claims paid and checks desposited a

Accuracy oirebalancing,1189 totals Processing information
to reflect rejected transactions . at DPO and QC data

Accuracy of'resolving adjustments Processing information
o balances at DPO and QC data

FIGURE A...10 (font.)

CLAIMS AND COLLECTIONS ACTIVITY

EXAMPLE 12 OF DELIVERY LEVEL (QCMIS) FRAMEWORK

STRATEGY
.

, Analyze accuracy of edit
procedures for 1189-2
forms

Take independent Sample
of claims and collections
and compare transformed
data to original I 189 and
1189-2 forms

Analyze efficiency of
1189 and I T19-2 data
entry by measuring
backlogS

- Compare counts from
control logs at SLPC and
DPO to claims and
collections data at Office
of Financial Management
Services (OFMS)

Design formai staff pro-
cedures and provide
training on procedures.
On sample basis, validate
computations

Design formal staff pro-
cedures and pnavide
training on procedures.
On sample basis, validate
computations

123
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TYPE OF QC

Prods ctivity
Control (Cont.)

f

Fund-Control,

.41

144

MEASURES DATA SOU CES

Accuracy and trrneliness of responding
to questions from state agencies

Accuracy of preparing voucher
(1166 form)

Processing information
at DPO and QC data

Processing information
at DPO and QC data

Number of overpayments and Processing informaticm
underpayments at DPO and QC data

Number of duplicate payment's

Accuracy of collections data

Processing information
at BCS

e ' Processing Information
at DPO and QC data

FIGURE A-10 (Cont.)

CLAIMS AND COLLECTIONS ACTIVIty,

EiAMPLE 12 OF DELIVEIY. LEVEL (QOM) FRAMEWORK

STRATEGY

Take *mple of corres-
ponderke received from
state agencies and moni,
for accuracrof response
and response time-

Design formal staff pro-,
cedures and provide
training on procedures.
On sample basis, valiflate
computations

Design formal staff pro-
ceduyes and provide _

frathing on procedures.
On sample basis, verify
clairns paid against 1189
form

Analyze accuracy of edit
routine to prevent dupli-
cate payments

Design' formal staff pro-
cedures and prOvide
training. On sample
basis, verify collections
received against 1189-2
form. Design procedures
to separate cotlectioni

into principal and interest'
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TYPE or QC a MEASURES

Fund Control TiMeliness of claims and collections QC. data
(Cont.) .

Percentage of vouchers representing
valid obligations

Processing information
at DPO and OFMS

426

I

d.

f

FIGURE 'A-10 (Cont.)

CLAWS AND COLLECTIONS ACTIVITY

EXAMPLE #2 OF DELIVERY LEVEL (QCMIS) FRAMEWORK

tg

STRATEGY

.1

Develop method for
accurately agillg accounts
by state

Unify data bases of DPO
and OFMS

127



the earlier analysis would identify these factors. This identification of

measurement strategies could be informed by the analysis thal has already taken
place.

Additionally, , the reanalysis, of the evaluation of the current systefn wouf
r 4

identify error-14:one points in the delivery system. This analysis cbuld focus -on

identifying the activities in the delivery system that cause the most problems to the
federal government, states, institutions, and pplicants.

In summary, the near completion .of. the Delivery `System Alsessment Task %

provides OSFA with an excellent opportunity to develop a solid and comprehensive
QC framework for the siudent aid delivery system. The results of this 'analysis .

OroVitle a starting point, methodology, and data base for such an exercise..
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it

I
tits (hart 11.14 the octivitles by:auls-systile wlsiCkste currently utilized to imptense trit the rep Grant. GSL and Carnpur-Rased prurient. The purpose of this chart

is irro-lohl. It arts as a table of contents for the speclIkatien chartsreand It notes activities whias me currently lntoe grated to some *Pee WO" the 'twee program
compeovnts. Ar,tivities whkh are at least partially Integrated sirens the three programI are marked with an astable V,. .

. ctwooNen
rie-Applicativer Swiesyslem
1.1 CD.Midget Forecasting
1.1 ED Rucker Development

1.1 Developmentf and Promulgation of Fedefal
itreulatinni

Forms Development

ED Information Disseminatien and Tradable
ED Contact Development and Support

ED Systems and ReSislon

ED Determination of Institutional
and-Certilkettlon .

Establishment of Payment Systtins for
110S Institution',

1.10 ED initial Authorization of Funds to
RDS institution?

' 1.11 institutional Filinning and information
Dhlemination

PIE &SL COMPONENT

Pre-Appiltation Subsystem
1.1 ED Midget Forecasting

*1.2 ED %diet 'Development

1.3 El, Clearance of GA Regulations. Forms
and laioriala

°M Development and Promulgation of
Federal Rigulations

'1.1, ED Forms Development
*IA ED %formation Dissemination ruld

Training
*1.7 ED Contract Development and Support

*1.1 ED Systems Planning and Revision

1.11 El) DeterminatiOnol inithettonal
Pilgiblifty and Certification

1.10 Optional GA Determlnathies at
%stilettoes*, Eligibility

1.11 GA Determination of Lender Eligibility

1.11 institational Planning and information
Dissernhatfon

11.13 GA,1knning and Information
Disservilnat

1-la Lender Planning

1This act-hefty is identical and completely integrated for the Pell and Campus-Used components.
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TILE CAMPUS-11ASED COMPONENT

1. Pre-Applienthen Noirreatenr
61.1 ED iludget Development
*1.1 Development end Promulgation of

federal Regulations
ED Forms Development

ED InformallA Dissemination and
and Training
ED Contact Development and Support
ED Systems Planningegid Revision

eft Determination at institutional
Eligibility and Certification
Establishment qf Forewent System, ter

i.fry lnsifwtts
3" V) State Allatineat

1.10 lisstitutione, Application for funds

1.11 Tentative %We:Mortal Allocation of
tends

1.12 Appeal of Tentative Alincation

1.13 Final Allocation

Iola Low income School tilt Development.
1.13 institutional Planning and Infornsation

Dissemination
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t.

Tim PELL icomrni

%won't atlas fdi'*ystetn
*7.1 Student App lication

Student Eligibility Determination
/.1 Student Fifebillty Deter/ulna ii1WI

I a.7 Validation

Student Ihnelit roletriation Subsystem?
*5.1 Student Award Calculation (RDS)

it./ Student Award Calculation eADS,

Fundy Disbursement Serbsystem
LI ED Ilsbursernent to Institutions,
/.1 6 RDS Institution Disbursement to. Student
1/ ED Disbursement to ADS Students

915 Refunds

Am-1mm Reeonattatiort SUbsystere
Rn Clammily, Reporting to to

4.1 shooing, Account ReconcillatiorP
6.1 Ri1S institution Account Reconciliation

$.5 Instituttonat Audit
L° ED rtolinion Revle* of Institutions'

THE G31. COMPONENT (CQNFD)

Student Appileatinn Suligstent
*LI Student ArplItatgin

3. Student Ellgibility Determination Subsystem?
Student Eligibility beterathwion

"11 Optional Validation

4. Student -1stpetit CatcsrietkorSubsystem?
butitutIonal Determination of Lean
Limits

0.2 Lender Determination of UM) Amount
O.) Guarantee Approval

1 Funds Dienesetnent Sednystern
bsuence of Promissory Mote

5.7 Leen Oltatxterrttn1
O /1 Refunds

11.0 Note Transfer endier Servicing Contratt
3.3 Were!, and Special Allowance Payments
/1, ED Advances to GJls
17 Administrative Cest Atirrivance Payment

to CAs

s. Account Reconeinellori Subsystem
6.1 Enrollment Status RePortiftil
6.2 Lean Censollriatirm
1.1 Development of Repayment Schedule
6.0 Loan Repayment

Repayment Deferment
63 Clairol; end C.o/lectiorts
LT Lender Reporting
4.1 GA Report hrg

Lender Reviews
4.10{ GA Audits
6.11 ED Program Reek. of GAs

16.11 Inttliotkrul Audit
4.13 ED Program Review of Institutions

Jilt r.ettry3A3E1 A41'04.1n (GOMM

2. Student Appliratitin Subsystem
!LI Student Application

5.. Studenkpleibillty Determination Subsystem?
°51 Student Eligibility Determination
1.7 Optional Validation

O. Student flenefit Calculation Subrysierrta
tea Student Award Calculation

1 Funds ftLdarreement Subsystem
1.# ,.ED Disbursement to Institutions/ .

12 AWard Acceptance
SEOG Disbursement

5.51 MX Disbursement
5.1 Cw4 DIsherserntat

'3.1 Refunds

#

O. Account Reconciliation Subsystem
4.1 SEOG Reconciliation
6.1 C.17.1 RecencilletIon
i./ N113L Repayment
6.* NISI, Determent

Comellatleet
fiDSL Collections

1.7 NDS1, Reconciliation
$.1 InstItIrtIonat Audit
463 ED Program Review of bistituftens

?The startAi activities under, these subsystems are generalleintegrated at the institutions\ met, whets ihe finonelal old of he determines aid pacbages for each theent.

/The initial disbOrstment of Pell and Campus-Oased funds Is cOmpletely Integrated
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