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To lower payment error rates and save taxpayer 
dollars, states must end BBCE for food stamps. 

Key 
Findings

The  
Bottom Line

1
Food stamp enrollment and costs HAVE EXPLODED OVER 
THE PAST 25 YEARS, driven by the Broad-Based Categorical 
Eligibility (BBCE) loophole.

2 Millions are enrolled in food stamps through BBCE DESPITE 
NOT MEETING ELIGIBILITY REQUIREMENTS.

BBCE is highly susceptible to waste, fraud, and abuse. THE 
VAST MAJORITY OF FOOD STAMP PAYMENT ERRORS ARE 
FROM BBCE HOUSEHOLDS. 

Under the One Big Beautiful Bill Act, states must now 
manage their payment errors OR FACE STEEP PENALTIES.

Unless states lower their payment error rates, THEY WILL BE 
ON THE HOOK FOR MILLIONS IN FOOD STAMP SPENDING.
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Overview
Enrollment in food stamps has surged in recent years, swelling to more than 42 million people.1 

BBCE has allowed millions of people to enroll in food stamps despite not meeting federal eligibility 
criteria, contributing to skyrocketing enrollment. 

As enrollment in food stamps has grown, so have payment errors. Overall, the food stamp 
program has an official error rate of 11 percent, and in some states, error rates are much higher.2 
Households that are enrolled in food stamps through BBCE have higher payment error rates 
than households enrolled through traditional eligibility criteria. 

With the One Big Beautiful Bill Act, states will now have to pay for a portion of their food stamp 
benefit costs if their payment error rate is six percent or higher.3 States can lower their payment 
error rate and save taxpayers billions by ending BBCE. 

Enrollment in food stamps has skyrocketed, 
fueled by the BBCE loophole
The food stamp program was designed to help the truly needy access nutritious food.4 In 2000, 
enrollment was just 17 million, and the program cost federal taxpayers $17 billion annually.5 By 2025, 
enrollment reached more than 42 million, and spending on food stamps exceeded $100 billion.6 Over 
the next decade, the food stamp program is expected to cost taxpayers nearly $1 trillion.7 

The surge in enrollment has been fueled by BBCE, which allows states to 
avoid the usual income and asset tests to enroll people in food stamps 
who are otherwise ineligible.8 To ensure food stamps are reserved for the 
truly needy, federal regulations state that to be eligible for food stamps, an 
applicant’s income must be at or below 130 percent of the federal poverty 
line, and their liquid assets—such as cash or checking account balances—
must be below a threshold that varies by age and disability status.9 

Under federal law, an individual is considered “categorically eligible” 
for food stamps—exempting them from other eligibility rules—if they 
receive benefits from other welfare programs, including the Temporary 
Assistance for Needy Families (TANF) 
program.10 The purpose of categorical 
eligibility was to avoid administrative 
duplication.11 Because states already 
verify eligibility factors for individuals 
receiving cash welfare—which have 
more restrictive eligibility criteria than 
food stamps—this eliminated the need 
for states to determine eligibility for 
each program separately.12 

But rather than using categorical 
eligibility to avoid administrative 
duplication for eligible enrollees, states 
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have created a fraud-by-design scheme to maximize dependency and enroll millions of ineligible 
individuals through BBCE.13-14

Under this scheme, states use TANF dollars to print a pamphlet or set up a hotline with information 
about welfare benefits.15 They then deem these offerings a TANF “benefit,” which makes anyone 
receiving the welfare brochure or hotline number “categorically eligible” for food stamps.16 Individuals 
do not even have to actually receive these fake “benefits” to qualify for food stamps under BBCE so 
long as they are authorized to receive them.17 Many states now put a link to these brochures on the 
food stamp application itself, allowing them to deem virtually all applicants categorically eligible.18

Forty-three states and Washington, D.C. now use BBCE to expand food stamp eligibility.19 This scheme 
was supposed to reduce administrative costs and avoid duplication of processes, but this has not been 
the result.20 In reality, states using BBCE have higher administrative costs than states with traditional 
eligibility rules.21 The result of BBCE implementation has been an explosion in enrollment, with more 
than 5.9 million otherwise ineligible people enrolled in food stamps through BBCE.22

States can use BBCE to expand food stamp eligibility to those with incomes as high as 200 percent of 
the federal poverty line, and there are often no asset tests at all.23 An estimated 20 percent of BBCE 
enrollees with assets that exceed federal limits have assets greater than $100,000.24 Millionaires 
have even been allowed to enroll under this loophole.25 

Food stamp payment errors are higher for 
BBCE enrollees  
As the food stamp program grows, so does waste, fraud, and abuse. Today, at least one out of 
every 10 dollars spent in the food stamp program is improper.26 Overall, the food stamp program 
has an official payment error rate of 11 percent, with some states having payment error rates as 
high as nearly 25 percent.27 This amounts to nearly $10.4 billion in improper spending each year—a 
sevenfold increase over erroneous spending 20 years ago.28-31

The result of BBCE implementation has been an explosion in 
enrollment, with more than 5.9 million otherwise ineligible 
people enrolled in food stamps through BBCE.

Source: U.S. Department of Agriculture

IMPROPER FOOD STAMP SPENDING HAS SKYROCKETED

2004

2024

$1.4 BILLION

$10.4 BILLION
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Because the U.S. Department of Agriculture (USDA) only counts payment errors over $58 dollars 
per month, and many instances of fraud and improper payments go unnoticed, true payment 
error rates are even higher.32 Auditors at the Government Accountability Office discovered that 
the actual number of cases with payment errors are nearly six times as high as the officially 
reported number due to USDA ignoring errors below its tolerance threshold.33 These error rates 
also do not account for food stamp trafficking—where enrollees sell their food stamps for cash or 
prohibited items—and cases of intentional program violations and known fraud.34-35

BBCE was sold to states as a way to reduce payment errors, but it has resulted in the opposite.36 

BBCE households have higher instances of payment errors than non-BBCE households, and BBCE 
households make up 82 percent of all payment errors.37 

Overall, more than one out of every five households on food stamps have a payment error.38 
But these rates are much higher for BBCE households than for those who are enrolled through 
traditional eligibility pathways.39-41 These official error rates reach nearly 42 percent among BBCE 
households in the expanded income eligibility group.42

The cost of those errors is also much higher for BBCE households. Nearly five percent of food stamp 
benefits provided to non-categorically eligible households are officially improper.43 But more than 
41 percent of all food stamp spending on households eligible through BBCE’s expanded income 
eligibility group is improper.44

82%
BBCE
Regular categorical eligibility
Traditional eligibility

15% 3%

Source: U.S. Department of Agriculture

MOST FOOD STAMP PAYMENT ERRORS 
ARE FROM BBCE HOUSEHOLDS
Share of erroneous payments by eligibility category

Source: U.S. Department of Agriculture

BBCE HOUSEHOLDS HAVE HIGHER 
INSTANCES OF PAYMENT ERRORS 
THAN NON-BBCE HOUSEHOLDS
Share of households with a payment error

Source: U.S. Department of Agriculture

BBCE HOUSEHOLDS RECEIVE THE 
MOST IMPROPER PAYMENTS 
Share of payments made in error 
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Eliminating BBCE would give caseworkers the tools to identify and stop payment errors early. 
Caseworkers report that losing access to bank accounts under BBCE hurts program integrity because 
they could no longer look for regular deposits.45 When caseworkers have access to bank account 
information, they can catch inconsistencies like when earned or unearned income isn't reported, or 
when the shelter and utility deductions don't match what was reported.46

Earned income errors, which result from enrollees failing to report income from work or caseworkers 
failing to document income, are the single largest cause of improper payments in food stamps.47 BBCE 
reduces asset and income verification processes that create opportunities for caseworkers to catch 
these errors.

 

 
 
 
 
 

States can lower their payment error rate by 
eliminating BBCE  
The One Big Beautiful Bill Act incentivized states to lower their payment error rates in food stamps.48 

Currently, the federal government pays for 100 percent of food stamp benefits.49 But, beginning in 
2027, states will have to pay a percentage of food stamp benefits if their payment error rate is six 
percent or higher.50 If a state’s error rate is between six and eight percent, the state will have to cover 
five percent of benefit costs.51 If the error rate is between eight and 10 percent, the state will owe 10 
percent of benefit costs, and if the error rate is higher than 10 percent, the state will be on the hook 
for 15 percent of benefit costs.52 

In 2024, 42 states and Washington, D.C. had payment error rates at or above six percent.53 Unless 
these states take action to lower their error rates, they will be on the hook for hundreds of millions in 
benefit costs.54

INCOME ERRORS DRIVE  
IMPROPER PAYMENTS  
IN FOOD STAMPS

38%

20%

23%

7%
7%5%

Earned income

Unearned income

Shelter and utility  
deductions

Household composition

Other deductionsOther cases

Source: U.S. Department of Agriculture
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Because BBCE households have such high payment errors, eliminating BBCE will help states lower 
their payment error rates. By implementing asset verification for food stamp enrollees, states can 
ensure that only those who are truly eligible are enrolled in the program.

Requiring asset verification ensures people who do not meet federal eligibility criteria are not 
enrolled and helps catch fraudsters who hide income from caseworkers.55 Among households 
that are not categorically eligible for the program, asset verification errors account for just 0.3 
percent of payment errors, and implementing asset verification will not cause payment 
error rates to increase.56

In addition to helping to lower payment error rates, eliminating BBCE will also save taxpayers nearly 
$110 billion over 10 years by ensuring that only those who meet income and asset limits are able 
to enroll.57  

The Bottom Line: 
To lower payment error rates and save taxpayer dollars, 
states must end BBCE for food stamps.   
BBCE is fraud by design that allows millions of people who do not meet eligibility requirements to 
enroll in food stamps. Many of those enrolled through BBCE have thousands of dollars in assets, and 
incomes that far exceed federal requirements. 

Using BBCE for food stamp enrollment raises payment error rates, and BBCE households account 
for more than 80 percent of payment errors. These improper payments are already costing federal 
taxpayers millions and soon will cost states as well. States should end the use of BBCE to lower their 
payment error rates and ensure that resources are preserved for the truly needy. 
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