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UNIVERSAL CHILD S8UPPORT BERVICES
XEC B

¢hild Support BEnforcement services are provided automatically to
recipients of AFDC, Medicaid and in some cases Foster Care
assistance. All other single parent familjes must seek services on
their own, either through application to the State Child Support
Enforcement agency or through & private attorney. However, most
parents owed child support can't afford to hire an attorney which
often requires paying a large retainer up front, and according to
some regearchers, many others will nol seek assistance, public or
private because of fear of retribution from the noncustedial parent
and because of the stigma created by the coupling of welfare and
child support lssues.

The {hild Bupport Enforcement Asmendments of 1984 began a move to
recognize the support needs of private cases by mandating certain
State laws to cover all cases of child support. This expanded
focus was continued by the child support guideline and immediate
wage withholding provisionz ¢f the Fapily Support Act of 1988 and
would be further brought to bear by enactment of the
Administration's 1994 proposal for in-hospital paternity
establishment. Under the proposal, States would be required to
establish in~hospital paternity establishment programs aimed at
securing the voluntary establishment of paternity of all children.

A number of States have attempted to ba even more responsive to the
needs of the non~IV-D population by establishing uniform systems,
rather than the traditional dual approach, for monitoring the
support rights of all children. Current law however is clear that
Federal funding is not available for child support cases unless
fanilies not otherwise eligible for such services make application
and pay, or the State pays on their behalf, an application fee.
States have rasponded to this requirement in two ways -~ by
requiring routine application for IV-D services in all cases of
separation and divorce or by allocating the costs of such services
ketween IV-D and non~IV~D 50 that appropriate Federal reimbursement
ig made.

While the Nation is clearly headed in the direction of establishing



8 universal systesm for child support enforcement, many believe that
with the madority of children destined to spend some part of their
1ife in a single parent family, routine payment of child support
should be inescapable llke payment of taxes, without placing the
burden on the custodial parent to take action. (The Child Bupport
Enforcenent program provides services to about half of all women
potentially eligible to receive support from a parent net living in
the home.) However, taking the current environment a step further
and requiring all parents to participate in a public child support
program and all States to operats a universal program raises a
number of critical issuesn:

Federal right to intervene -~ government intrusion
Institutrional capacity of the systen

Costas vs. benefits

Egquity of services

Stigmatizing effect associated with public child support

¢ O 00 0

Each of these issues is explored in the paper. In addition, the
lpaper presents several options which could be pursued to extend the
reach of the current child support program. Each could be pursued
in conjunction with more uniform rules for providing services, as
covered in the discussion of eguity of servicesz. The options
incliude:

o Status gquo -~ opt~in approach with more aggressive
cutreach {(could alse be transitional approach)

o Mandated universal participation

o Universal services with opt-out provisions based on one
or a combination of the fallowing*

—wgyood canse

--glternative arrangement

wwelinited to existing caseszs with clear evidence of
routine compliance

& hybrid approach could alsc be developed under which select
program functions would be mandated (such as collection) with opi-
out or opt-in rights provided for remaining program functions.
Pros and cons follow each option,




UNIVERSAL CHILD SUPPORT SERVICES

Each year a million children go through divorce or separation and
almost ag many are born out of wedlock., Parents of these children
have less time, attention, and money to devote to their well~
being. Children in single parent families are six times ag likely
to be poor as children in two parent families and are likely to
stay poor longer. The single most important factor leading to the
poverty of these children has been the widespread withdrawal of
financial support and involvement by fathers.

The financial insecurity faced by these children can be
devastating. A study conducted by the National Child Support
Assurance Consortium found that children faced by the abdication of
onae parent lost the chance for a safe and healthy childhood. :
Mothers interviewed reported that in the first year after the
father left their children went hungry, lost access to regular
health check~ups and did not see a doctor when'ihey were ill.
Children lacked appropriate <lothling and couldn't participate in
regular school activities due to a lack of funds. A large number
lost thelr regular child care because of cost and a substantial
number were in turn left unsupervised while their mother went to
work. More than half of these families faced a severe housing
crises. Within the first year, almost recelved AFDC and slightly
over half recelved Food Stamps.

While public policy cannct address the emotional and behavioral
effacts changes in family structure have on c¢hilldren, it can lessen
the consequences by insuring that their parents take responsibility
for meeting their financial needs.

The advent of Government involvement in child support was driven by
growing welfare rolls directly attributable toc lack of parental
support. Enacted in 1978, title IV~-D of the Social Security Act
created a federal-state program for the location of noncustodial
parents, establishment of paternity and support, and enforcement
and collection of support. Families with children receiving AFDC,
Medicaid and in some instances foster care assistance are nandated
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by statute to receive assistance in obtaining child support.

However, the problem of non-support crosses gender and incosme
levels. Even single parents living above the poverty line are
likely to experience persistant economic insecurity. These
custodial parents have essentlally twe cholces if they have an
enforcement problem. They can either hire their own attorney or
apply for services at the state Child Support office. Most women
owed child support however can't afford to hire an attorney which
often requires putting a large retainer up front and according teo
some researchers many others will not aaak‘aasistanca, private or
public, because of fear of retribution from the noncustodial parent
and because of the stigma created by the coupling of welfare and
child support issues. In addition, requiring parents to seek
services, public or private, is allegaed to set up animosity between
the parents and has a tendency to alienate children from non~-
supportive parents.

The remainder of this paper will fogus on who is receiving or
failing to receive child support services and whethar the
government can and should develop an egquitable approach to
protecting the support rights of all children.

All families receiving Ald to Families with Dependent Children : -
(AFDC) payments due to the absence of a parent from the home are
required to cooperate in the establishment of paternity and the
collection of child support and to assign their rights to such

support to the State. To reimburse the State and Federal costs of
assistance payments the State retainsz all but the first $50 of

current monthly support paid on behalf of such families.

" Since 1587, applicants and recipients of Medicaid have been
similarly required to cooperate in the establishment of paternity
and in the collection of medical support as a condition of
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eligibility. Medical support paymentz collected on behalf of these
fanilies are directed to the State Medicaid agency to reimburse the
costs of medical assistance but any c¢hild suppert cellected on
their behalf is paid directly to the famlly {if they are not AFDC
eligible). Thease cooperation rules were later relaxed to exclude
pregnant women and women with newborns of less than two months old.
Thig action was taken because of concern that women would not
obtain essential prenatal and early infant care if forced to
cocperate with child support agencies.

State child support agencies are alsc reguired to provide child
support services for childven on whose behalf the State is making
foster care maintenance payments. However, bacause of the unigue
and sensitive situation of these children State action has been
slow.

Similar ¢o the concerns prompting the relaxation of the requirement
for Medicaid cooperation, past proposals before Congress to extend
the reguirement for cooperation as a condition of Food Stamp
benefits have met wilh substantial opposition from advocacy groups.
These groups were concerned that the nutritionsl needs of pregnant
women and children would suffer in cases where custodial parents
chose to do without Pood Stamp benaefits rather than cooperate with
the Child Support agency. The Food and Nutrition Services of the
Department of Agriculture has however undertaken a study to
evaluate options for increasing the use of child support
enforcement services among food stamp households. Their report
should be released during the summer.

In addition to the mandated participation of families receiving
public assistance, any other family may obtain services from the
state Child Support agency by making application and paying an
application fee., States pay alse charge fees for services and
recover costs not otherwise covered by such fees.

In FY 1991, IV-D services were being provided on behalf of over 6
million AFDC and Foster care cases and on behalf of over 5 million
non~AFDRC cases which includes Medicaid cases not eligible for AFDC
but nonetheless reguired to cooperate as a condition of
eligibilitcy.



Private

All remaining single parent families rely on the willingness of the
noncustodial parent to pay the support for which thay are
responsible or seek private assistance in obtaining support.

Pursuing c¢hild support through private avenues can be expensive.
There are attorney's fess, court £iling costs and possibly genetic
tests costs to pay which alone could be as much as several hundred
dollara. Once an order is entered, it needs to be enforced.
Unless the father voluntarily pays, enforcement entails additional
lawyer's fees and court costs, For a mother whose income is
already near poverty and is reluctant to peek IV-D services, these
costs can be an insurmountable barrier to obtaining support for
children,

Based on the National Child Support Assurance consortium study
mentioned earlier, mothers first try to support their children on
their own. Primarily, they rely on their earnings, joining the
labor force for the first time or taking a second or third job.
They report that in many cases, "the children literally lost both
parents -~ one who walked out on them and another who was s¢ busy
trying to keep them housed, fed and clothed that she had little
time for parenting.® ’ ’

Private attorneyé have traditionally been hired by obligees to
collect support but more recently some individuals have turned to
private collection agencies. These agencies typically charge fees
of 28 percent to 40 percent of the collection and tend to work only
the most profitable of cases.

Census data estinates that about $11.2 billion of $16.3 owed in
child support was received in 1989,

ane o]

The Child Support Enforcement program provides services to about
half {47 percent) of all women potentially eligible te receive
child support from a parent not living in the home. Handatory IV-
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D clients account for about 28 percent of all families potentially
eligible for child support and non-mandatory IV-D cases account for
about 19 percent. Of women without awards, there are about 1.6
million mandatory users, 400,000 voluntary users and about two
million non-users of IV-D services.

There are few differences between non-mandatory families who have
voluntarily sought IV-D services and those families who have not °
sought services. The marital status, race, number of children,
age, education, and employment status of mothers are very similar.
What distinguishes public non-mandatory and private cases (non-
users) is the extent to which child support is paid. For voluntary
users of IV-D services, 34 percent receive all of the support due
while 39 percent receive none of the amount due. Sixty-six percent
of the non-users receive all child support due, while eighteen
percent receive none of the support due.

Finally, there is a substantial difference in income between
mandatory users, voluntary users and non-users. The mean family
income for mandatory users it is $6,70b, for voluntary users it is
$17,500 and of non-users is $23,500

While all these families could clearly benefit from receipt of
child support, the families currently receiving IV-D services,
especially those without support orders, are significantly less’
well off financially and thus more in need of such services than
those currently outside the IV~-D system. :

ove TowW 5 e c

The Child Support Enforcement Amendments of 1984 began a move to
recognize the support needs of private support cases by mandating
certain State laws to cover all cases of child support. Since then
the non-AFDC component of the child support program has expanded
markedly and the level of services provided has improved
considerably. This is especially true in ‘areas such as the
Southeast where little attention was previously given to these
cases.

However this expanded focus was most dramatically brought to bear
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by the child support guideline and immediate wage withholding
provisions of the Family Support Act of 1988.

Beginning in 1990 States vwere required to use one set of guidelines
to address support amounts in all new or modified support orders,
both public and private, with limited exceptions. This provision
is expected to insure that equitable levels of support ara
established without regard .to the intervention of the State Child
Support agency.

Perhaps more dramatic to the concept of universal services is the
Famnily Support Act requirement which beginning in 1994 requires
immediate income withholding for all new private orders. while
this provision will go a long way to insuring that private cases
have access to the most valuable enforcemsnt mechanism already
available to public cases, it will not extand coverage to private
cases with older orders or where the non-custodial parent's income
igs not reachable through wage withholding.

The Administration’s 19984 proposal for in-hospital paternity
establishment also takes a blg step forward in removing the

distinction bestween public and private support cases. Under the . .
proposal, States will be required to establish in-hospital

paternity establishpent programs aimed at securing the voluntary
establishment of paternity of all children. Recognizing that often
public assistance iz not needed or sought until sometinme after the
birth of a child, the proposal was not limited to current public
support cages but rather ig directed at all out of wedlock births

in the State.

While thege families will not recelve State intervention in
eatablishing and securing support unless the family decides to make
application for child support services or subseguently becores
eligible for Federal assistance which mandates the receipt of such
services, the provision will be beneficial in eliminating current
delays associated with paternity establishment, and in turn,
expedite the establishment of the order and collection of support
at the point IV-D services are sought.




Federal regulations are clear that Pederal funding is not available
for child support cases unliess families not otherwise eligible for
such services make application and pay, or the State pays on their
bahalf, an application fee. While some have questioned its
efficacy, this requirement is clearly articulated in statute and
has alse been viewed as protecting the rights of parents and
Federal interests. In the absence of such an application, parents
may not be aware of the benefits and consequences of recelving such
services, including in some cases liability for the cost to the
State of providing services. In c¢ases whers the parent is
receiving support regularly, the cther parent simply may not want
support enforcement agency invelvement since it would be
unnecessary and might even c¢reate tension between the parents.

With respect to the Federal government, concerns were that States
would refinance support enforcement administrative costs related to
non-IV~D cases at Federal expense, without necessarily enhancing or
even directly affacting services provided to families. In
addition, thers was concern that the inclusion of these cases would
gualify some States for larger incentive payments under the IV-D
progran, payments that are entirely Federally-financed, through a
simple transfer of already ongoing child support collections to the
State child support program. Saveral years ago, the Congressional
Budget Office estimated that a legislative amendment would increase
Federal costs $15% million per year.

States have responded to this requirement in two ways. Some States
require routine application for IV-D services in all cases of
saparation and divorce. While additional federal funding pay
attribute to this action in some cases, States have clearly
expressed the desire to provide a uniform system, rather than the
traditional dual approach, for monitoring the support rights of
all children. The raesponse of other States has been to provide
universal sgervices but to allocate the cogts of such services
between IV-D and non-IV-D so that appropriate Federal reimbursement
is made. ’



Kaghington for example attempted to have all support orders treated

ag Iv~D cases 8o they could be handled routinely through their

central clearinghouse. The federal rules reguiring a written .
application for IV-D gervices for each case stalled this effort

until State procedures could be changed.

Currently, Michigan, Wisconsin, Pennsylvania, Rew Jersey, and Ohio
provide some form of universal services., In Michigan, the entire
Iv-D and non~IV-D caseload is the ressponsibllity of the Friends of
the Court, local circuit court based agencies under cooperative
agreement with IVv-D. Cost allocation between IV-D and non-IV-D
activities iz done at the local agency level by time studies and
total cogts are adiusted by the percent of time spent on non~IV-D
activities.

Wisconsin'e form of universal services, implemented in 1987, was
established partly as an outgrowth of the Wisconsin Child Support
Initiative contained in the Child Support Enforcement Amendments of
1984. The core of the State's child support statutes do not
distinguish between IV-D and non-IV-D reguirements. All support
arders contain an assignment of support to the court issuing the
order, and establigh immediate withholding (with no opt-out allowed
for good cause or alternative arrangements). If the obligor
subsegquently becomes delinguent, the custoedial parent must apply
for Iv~D services if he/she wants the State to take other s
enforcement actions.

In Pennsylvania, the State has been callecting child support on.
behalf of all custodial parents since the 1830s. With the advent
of title IV~D in 1974, the State transferred workers who had been
working for State courts into the newly formed Bureau of Child
Support in the Department of Public Welfare. Today, 2ll counties
have cooperative agreements with the State establishing the local
court of common pleas as the IV-D agency. Since Pennsylvania uses
a court based gystem, and all petitions t6 establish paternity or
establish child support contain language reguesting IvV-D services,
all cases in the State are within the IV-D system. The courts, in
turn, contract with the local District Attorney (or private
attorneys in some small counties) to provide legal services,
although custodial parents may use their own attorneys if they
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wish. All support is collected by the c¢ourts through wage
withholding or direct pay to the clerk of the court. The only
possible way a child support case could be outside the IV-D system
ia for the parties to reach a private arrangement without using the
court gystem.

while not providing universal services per se, a number of States
have designated in statute a single registry or dual registries for
pracessing all ohild suppoert payments. The Social Security Act
provides that States way develop procedures for the payment of
suppert on behalf of non-IVv~D families through the IV-D agency.
Under New Jersey statute every award for alimony, maintenance or
child support paynments must be made through the probation
department unless the court orders otherwise. In Ohio, both IV-D
and non-IV~D obligors must make payments through the clerk of the
court. Thus, in nany States & mandate for universal services may
mean little more than joining two separate State operations.
Attached to this paper is a listing of State statutes addressing
the antity to which c¢hild support payments are made.

However, pursuit of a universal approach has not been trouble-free
in all states. JYTowa recently decided to have all support (IV-D and
non=-Iv-D) colliected by the IV-D agency, but ran into problems with
thaeir legislature hecause of complaints from noncustodial parents
over inaccuracies in arrearage computations. The State now ‘
requires that all non~IV-D support payments be made through local
clerks of the court.

Illinois developed another approach toward some semblance of ]
universality which involves cutreach toc non-IV~D cases with respect
to review and modification of orders. For parents who choose not
to apply for IV-D services, the Illinois Task Force on Child
Support published a “do-it-yourself® package for modifying child
support awards. Using this material, both custodial and non-
custoedial parent in Cook County can petition for modification and
represent themselves in court. After a publicity campaign,
reguests for the self~help package came into the task force at the
rate of 50 a month.

These actions suggest that States have not been completely
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unrespongive to the needs of the non-IV«D population.

In & January 21, 1992, Wall Street Journal article on universal
wage withholding, an attorney representing a noncustodial parent
distrsught over a withholding order stated that "His employer has a
stald traditional culture and a wage withholding garnishment for
child support was not the image he wantad to portray among co-
workers.® Another actornsy in the same article stated concern that
the nore universal regquirement casts consclentious parents in the
same category as the dead beat.

Clearly, the message we have sent with respect t{o child suppeort

needs to dbe changed. With the majority of children destined to -
spend some part of their life in a single parent family, routine
payment of ¢hild support shouid be viewed as the norm. However,
guestions of universality raise guestions of parental cholce and
unwarranted government intrusion. A recent article or changing

family aﬁxucﬁaxa'quaatianad what the expectations should be when

© the interests of adults and chilldren conflict?

As indicated by the above, the nation is, to at least a limited
extent, headed in the direction of establishing a universal system
for child support enforcement. Taking the current environment a
step further and requiring all parents to participate in a publie
¢hild support program and all States to operate a universal program
however would undoubtedly be controversial. To some people this
looks too much like big government intruding on the rights of the
individual.

In review and adjustment demonstration projects all States
raported the largest single reason for teraninating non-arFne review
was the lack of authorization. (Note, this informaticn should be
viewed as anecdotal given the low percentage of respondaeants). The
most prevalent reasons for lack of authorization included an
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unwiilingness to go to court or otherwise get involved in legal
action, a desire to aveid involvement with the other parent and
concerns that custody or visitation would be raised. These
concerns, expressed by parents who sought government services,
would undoubtedly resonate from those who have not asked the
governnent to intervene on their behalf.

Colorado's experience may however be more relevant in considering
approaches to universality. Under its demonstration project,
rather than trying to force participation they developed a policy
of aggressively trying to get people to participate. Their much
lower rate of terminations evidences the potential benefits of this
approach. N

Counter to arguments against unsought government intervention, are
the arguments of others that since the child support is really for
the children, their interests and not necessarily those of the
parent should prevail. Children should not be held hostage to
ongoing disputes and grievances of the parents. Their well-being
dictates that their economic security be given a priority.

Under this view, payment should be inescapable like payment of
taxes. It should be done automatically whenever a payment is late
or missed, without the mother having the burden of taking action.
Some argue that because of the unequal power structure between men
and women that women often go without support for fear of _
retribution from the noncustodial parent in the form of threats and
abuse. The burden for child support enforcement should be removed
from the custodial parent.

Some fear of government intrusion is thought to be just a fear of
doing things differently and initial public and political
resistance should be expected. 1In fact, parents in states that
already require all payments through a registry do not report this
concern and in fact most parents are said to prefer not having to
exchange the support personally. Additionally, Attorneys and other
involved in the legal system see it as more efficient and accurate
because a record of payments is established.
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Government intervention in protecting the economic security of its
citizens is certainly not innovative. As Mary Jo Bane notes in
Overview: Social Policy, President Franklin D. Roosevelt and the
New Deal first defined the social policy miasion of the Federal
Government: to provide aconomic security to people unable to
support themselves. HMost notable among the steps taken by the
Federal government to protect its citizens is the Social Security
System. The programn is a universal public systen for ensuring
economic security which has been largely successful in eradicating
poverty among the elderly. Payment of social security taxes, which
undoubtedly raised ire among citizens in its infancy, are now
routine. Few now guestion so-called government intrusion in this
area.

The same routinization of child support may be in order to address
changing family structuras and most notably ¢the significant
increases in the number of single parent families. Mandating
universal services would certainly send the nmessage that social
policy will continue to protect the rights of those unable . to
brotect themselves -- in this case, children.

The IV-D agencies presently have some 37,000 full time staff and a
cageload of 13 million cases, but they successfully handle only.
one~half or less of all cases. By nost estimates, caseloads would
double under a universal system. :

As indicated above under the discussion of program penetration, the
current IV-D system may be viewed as adequately targeting those
families who have the greatest need for child support assistance.
Families with awards who receive mandatory services are
substantially poorer than other families with awards. Any dacision
to extend child support services to current nonusers must consider
whether such action would reduce the capacity of the publicly
funded child support system to provide services to families most in
naed.

Minnesota conducted a pilot study including all wage withholding
orders in the IV-D gystexm from August 1987 to July 1889 and found
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the inclusion of non-IV-D cases had an adverse impact on the
regular child support program's caseload, administrative costs,
staffing and AFDC collections. Caseload increased 33 percent and
ataffing by 14 percent. Non-AFDC collections increased 80 percent
but AFDC collection increased only 16 percent. This compares to
non-pllot counties where AFDC collection incresses averaged 23
percent. The State was very concerned about the attention which
was diverted from AFDC cases.

Certainly before adding additional cases to the current system,
fundamental changes to improve performance outcome would be
nacessary. Currently the program collecte support in only 12
percent of AFDC cases and 28 percent of non-AFDC cases, With these
type of results, parents alresady apprehensive t¢ the idea of
beccming part of a public system would undoubtedly remain
uncenvinced of the benefits.

Because of the significant number of cases entering the system
should universality become a reality, consideration must be given
to transition. Should a decision be made for a universal gystem,
it may be gensible to establish an interim approach where
aggressive action is taken to include existing cases now dutside
the IV-D system, but where only new cases would be required to be
included. This would prevent the system from being overburdened,
allow parents with existing cagses the opportunity to come to accept
the universal approach and provide time for program enhancements
{both those from the Family Support Act and others adopted under
the ocurrent welfare reform endsavor) to work.

In addition, many believe that the current financial structure °
would need to be changed. Many advocates and custodial parents
report that state agencles target AFDC cases and give gecond-class
treatment to non~-AFDC cases because the incentives are minimal for
their cases. §tates on the other hand argue that they do not have
sufticient staffing and resources to adeguately provide services to
their current caseloads and to keep up with the myriad of
legislative mandates imposed on the program. These issues will be
explored in a separate paper.
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it is alse worth noting that the Commission on Interstate Child
Support Enforcement expressed concerns about overburdening the
current system by mandating additional participation. while
recognizing that & two tier system in which only some cases have
remedies available to establish and enforce support obligations is
not egquitable, they recommend that all laws enacted by the Congress
apply to all child support cases and that private attorneys have
access to the various mechanisms for lecation and support
enforcement. However, this would do nothing to alleviate the costs
of obtaining private counsel and would still put the onus on the
custodial parent to seex help.

Equity of Services

one issue assoclated with universal services is the question of
whether the issue of child support should be decoupled from
welfare. This is perhaps addressed best by a 1988 Nebragka ruling
on the State's Referee Act which found that the Act's hpplicability
to only IvV-D cases amounts to an unreasonable classification
inasmuch as it distinguishes between children whose custodial
parants are receiving APOC benefits and other children; amounting
to a denlial of equal protection of obligors based upon whether
their children receive Federal assistance. The justices found that
it is no answer to say that the same services are available to non-
Iv-D cages on payment of a fee (however small}. In that case, a
custadial parent not receiving AFDC must pay additional money to
receive & service availadble automatically to those receiving AFDC,

Universal inclusion of all cases in the child support systems will
not entirely eliminate program fragmentation or pave the way for
attitudinal changes until all cases are treated eguitably and
fairly. While the Child Support Enforcement Amendments of 1884
want a long way in insuring that egual services were available to
all cases many differences in treatment still remain. These
differences most notably involve distribution of support payments,
review and adjustment of support orders, medical support
enforcement services, conditions for submittal for Federal income
tax refund offset and treatment of collections for incentives
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purposes.

Under the current rules for distributing support collections in the
child support program, non~AFDC families receive all current and
past~due support collacted on their behalf except to the extent
that they previously received AFDC and arrearages remain owing to
the State. In this case, States have the option of retaining past-
dus ampunts collascted to apply to unreimbursed assistance payments
or paying the amount first to the family to cover past-due support.
as indicated previously, amounts collected on behalf of AFDC
families are retained to reimburse the Btate and Federal government
for the cost of assistance payments, with the exception of the
first $50 of current monthly support collected.

while a separate paper will address whether distribution rules
should be changed, the current distribution scheme is overly
complex and results in extraordinarily high State costs. Some also
believe it acts as a disincentive for AFDC custodial parents o
cooperate in the enforcement of support since they do not receive
the actual support paid on behalf of their children, but rather a
$50 check from the State. Pinally, it provides a disincentive for
noncustodial parents to pay support since in their mind the State
and not the children recelve their payments. Several demonstration
projects are currently underway to study the effects of these
distribution regquirements on child support compliance. Nowever,
with respect to at least one state, indications are that direct
payment to the family has no net effect on child support 7
compliance.,

With respact to review and adjustment requirements, the statute
clearly provides for unequal treatment of AFPDC and non-AFDC cases.
AFDC cases must be reviewed and adjusted automatically while in
non-AFDC cases parents have to request a review thus putting the
burden on the custodial parent, or the noncustodial parent teo
initiate the process. Given the unwillingness of parents to agrse
to such reviews evidenced by the review and adjustment
demonstration projects, this voluntary approach will not insure
that all support orders remain egquitable over time,
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Medical support enforcement, alsc addressed in detail in a separate
paper, provides for inequitable treatment of AFDC and non-AFDC
cages. In AFDC cases and non-AFDC Medicaid cases, States pust ’
pursue actions to include health insurance in the support order and
enforcement actions of such provisions. However, non-AFDC casas
must request that such services be provided on their behalf. This
difference allows non-welfare families to choose whether they want
to risk a reduction in their cash support because of inclusion of
health insurance coverage but does not allow welfare families this
same consideration., This explanation could alsc be presented in
the reverse: welfare familles are automatically afforded medical
support protection to the extent possible but such considerations
on behalf of non-welfare families is given secondary consideration.

The rules for submitting cases for FPederal income tax refund offset
also vary betweesn AFDC and non-AFDC cases, with non-AFDC cases
being provided unegual access to this enforcement technique in two
ways. First, Iin non-AFDC cases the arrearage necessary to qualify
for tax offset ($500) is more than three times then that for AFDC
cases ($150). BSecond, past-due amounts sought’ in non-AFDC cases
must be on behalf of a minor child while there is no such
limitation with respect to AFDC cases.

Clearly the intent of these separate rules was not to treat non-
AFDC cases with lesser attention but to avoid over-burdening the
current system and at least with respect to Medical support
enforcement and review and adjustment requirements, to insure that
the desires of the family were protected. {As alluded to above,
concerns have been expressed that inclusion of health ingurance in
a support order would reduce cash support available. To the extent
that families are not dependent on medical asgistance, it was
baelieved in their best interest to provide a choice in receiving
such services). However, as long as different classes of cases are
treated differently, States will continue to operate dual systems
of enforcement and clear decoupling from welfare cannot happen.

Finally, an issue of importance to both advocates and the States is
the unequal treatment of collections in determining incentive
payments avallable to States. Under the current process,
incentives availabla for non-AFDC case activities are capped at 115
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percent of the amount of their AFDC incentive payments. Most if
not all States have reached this cap and thus receive no financial
inducenent to work on non-AFDC cases once this cap is reached nor,
as some have complained, to actively sesk to collect sufficient
levels of support to remove families Irom AFDC. While this
incentive cap was placed in recognition that support orders and
collection amounts are larger for non-AFDC families, if we are to
truly decouple the issue of child support from welfare and send t{he
message that the government is interested in protecting the support
rights of all children above all else, it may make sense to
ingstitute an incentive structure which applies egually to all
cases.,

Destigmatizing Effact

Destigmatization i{s another issue intrinsic to the concept of
universality. Dsaveloping a system that embraces all cases and
astablishes uniform rules may have a limited effect in changing the
perception that child suppogy enforcenent is a welfare issue,
unless these changes are made in conjunction with a changed pessage
- that society's, as well as governmentis foremost interest is
protection of the child.

Such a change could invoke at least gradual society intolerance to
parental abandonment and in turn reduce noncustodial parent
resistance to compliance and increase the cooperation of custodial
parents. '

To a large extent this issue, if combined with an approach of
equity of universal service delivery, can be simply one of
semantics and presentation. Under Vermont's welfare reform waiver
package for instance, the experimental program {s entitled Vermont
for ¥ids.

iv. QPIIONS

Following are several options which could be pursusd to extend the
reach of the current c¢hild support program. Universal paternity
establishment has not been included here bhecause it is being
presented in a separate paper. These options focus on all other
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IV-D services. Each could be pursued in conjunction with more
uniform rules for providing services as discussed under the topic
of decoupling above.

In addition, a hybrid of these options could be developed.

Selected program functions (like collection and distribution) could
be mandated for all cases with opt out rights provided for the
remaining functions.

As indicated by the Colorado review and modification demonstration
project, an opt-in approach can largely result in universality if
the right message is sent.

This can also be viewed as a transitional step to universality with
new cases subject to universal inclusion and existing cases subject
}o treatment under this approach.

Eros and cong

PROS

o Colorado's demonstration project appeared to indicate that -
this can, if packaged properly, result in near universal
participation.

o Aggressive outreach could destigmatize services if properly
packaged. :

o Serious programs of outreach could attract a substantial

number of families currently outside the system. The study
conducted by the Child Support Assurance Consortium found that
over one-quarter of the respondents did not know that there
was a state child support system designed to help them.

CON

o May have very limited effect. Requirement for aggressive
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outreach may be largely ignored by States with program which
are already over burdened.

All child support would be collected and monitored through the same
system removing the distinction between IV~D and non-IV~D cages. A
state could do this by reguiring that all those with child support
orders apply for IV-D serxvices. This would allow all cases to be
monitored by a single progranm with the staff €to assist in
collection. If payments are late are missed they could
automatically generate reminder notices and enforcement action.

The government then becomes the prismary initiator of enforcement
action. This could completely 1irt the burden off the cusgtodial
parent s8¢ they &o not have o initiate action. The state would
then have one uniform system for collections in all cases rather
than the current dual system, '

This could be more easily aqgampliahad by elinminating the Federal
requirement that non~AFDC families must apply for services or allow
States to reguire application by operation of State law, so that
the program were available to all. This would give states the
incentive to unify collection services so that all cases are
treated more universally. As the systen becomes more universal,
efficiency is enhanced if all cases are treated the same. ‘

Pxeos and (ens
PROS

o High volume procesging and economies of scale could ensure a
more efficient system,

o The same unifo;m system would protect working class, middle
class and upper ¢lass families.

o Would heightened predictability of services

o HWould destigmitize child support
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o opposition can be overcome through education and growing
public experience

CONS

o Parties privacy viclated - people want government to help only
when they need it «- not up 0 government to decide what is
bast for people

° Unnecessarlly involves parties who have no difficulty with
¢hild support

o Acquiring millions of cases in the system could require a
decade of transition; huge task to register let along serve

o Exacerbates current problems associated with lack of
staffing/funding

o May increase program involvement in custody and %gsitatian
issuen «—- parents concerned about these issues who currently
avoid services would be involved .

el Initial c¢onsclidation costs as well as ongoing operational

o If provisions are not included for good-cause optw-out could

threaten the safety of some families. The National Child
Support Assurance Consortium found that of the mothers
interviewed who had not sought a support order, fear of
domestic violence was a contributing factor for 31 percent of
those who had been married and 10 percent of those who had’
not. )

All ¢ases would pe included in the sane system unless they
expressly opted not to received such services., 8Specific rules for
epting ocut should probably de included to leasen the ability of
noncustodial parents to coerce this action. Among the
possibilities for opt~sut are:
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1. good cause - much like that used in the AFDC and Medicaid
program - though the efficacy of this approach has been seriously
questioned.

2. alternative arrangement - like that provided under the
reguirements for immediate wage withholding - under this option the
parents would be required to provide to the universal agency its
reasoning for opting~out. For example, the parents may agree that
a lump sum of ¢hild support will be paid in advance so that the
noncustodial parent can use the money toward a down-payment on a
home or to pay tuition for private education rather than receive
monthly cash payments., The extent to which this would have to be
proven or monitored also needs conasideration.

3. existing cases only provided opt-out - and then, only where
there is clear evidence that the terms and wonditions of the
support order have been routinely complied with., (Could alsg be
used as transitional approach to option 2}.

o Hay provide for a system which excludes only the nost
exceptional cases

o Reguiring specific action on the part of the parent may send
massage that participation is an expectation

¢ Wonld protect families with good cause reasons for not
participating
o If third opt-out selected, universality would sventually occur

and proposal may receive less opposition
o Children's best interest protected

CCNS
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o Allowing people to opt cut would only make the system work
less efficiently.

@ It also means that AFDC cases are continusd to be treated
differently, resulting in a dual system that remains
fragmented. :

o Ko matter what precautions are put in place, there will

undoubtedly be ¢ases where people opt out because of fear of
the obligor caused by elther direct or indirect pressure,

o Opt-out provisions can often be used by domineering parents to
escape their obligations. They can beacome a bargaining chip
in settlement negotiations, and once agreed to the parent can
put pressure on the other parent not to revert to the legal
enforcement action. The custodial parent is then back to tha
old trap of doing nothing rather than rocking the boat or
facing retaliation.

More analyses for this topic is needed. We will look at data from
CP8, administrative data and experience in States like Michigan,
Wisconsin, Pennsylvania and Ohioc to determine the extent to which
universal services improve collecticns or meraly delude :
performance.

Actual costs and collection potential will be provided in later
iterations after the issues have been fleshed out and the datu
analyses and modeling group input is obtained.

Costs

One concern in extending services to all is concern about possible
delays in receiving payment since payments would no longer pass
from one parent to another. This concern can essentially be
alleviateda if the government entity has sufficlent staff, resources
and a dependable automated system. {This may not easily be
assured, however, given the current Federal fiscal crisis.) With
more and more wage withholding, most payments will not pass
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directly and with electronic fund transfer there should conceivably
be no extra delay.

Benefits

Te Employers = Currently when wage withholding is included in -
ordaers for child support not registered and paid through a
govarnment entity, the employer has to send payments in non-IV-D
casas to each custodial parent. This means employers must bear the
burden of dealing with parent inguiries, tracking custodial parent
addresses, etc. One employer in the Wall Street Journal article
referenced earlier reported that he has to write 6,000 child
support checks each pay period.

In 1894, when the requirsment for immediate wage withholding goes
intc effect this burden may be somewhat alleviated because States
will be reguired to designate an entity to carry-out withholding.
However, since they are under no reguirement to estabklish a single
agency and because the IV-D process and withholding for existing
orders will still involve separste payors, some employer burden
will remain. The employer will still need to cut individual checks
for esach case and send them to different sources -« some to the
clerk of the courts, some to IV-D, ete. A system of universal
services would allow employers to pay one central source regardless
of the ultimate payes. '

To Families - By most estimates, a truly uniform and universal
child support system could theoretically collect up to an
additional $25 ~ $30 billion from non-custodial parents.

A recoxrd of payment would be maintained under a universal approach
-~ this is immensely important to non-IV-D cases where often the
lack of records or poor records of past payment is often an
irnpediment to enforcement action and calculation of an arrearage.

Further, under a unified universal system all cases are treated
fairly and the burden is not placed on the custodial parent to seek
out service which they may be reluctant to do our of fear or
concerns of not wanting to adversely impact the relatxanshlp
between the children and thelr noncustodial parent.
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To the Government - Fragmentation leads to both inefficiency in
collecting support and unequal treatment. Multiplicity of levels
and branches of government involved in establishment, review and
adjustment and enforcement would be reduced and replaced with a
unified approach so all families are treated similarly.
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ETATE STATUTER ADDRESSING ENTITY TC WRICH
CHILD SUPPORT PAYMENYTS ARE MADE

SUMMARY ANALYSIS

Qur examination of State gtatutes which specify the entity or
entities to which child support payments may or shall be made
reflects that:

Thirty-five (35) States have some statutory

authority designating the clerk of the court as

an entity to which payments may {(or in some cases,
shall} be made. Sone statutes expressly mandate that
payments be made through the court; others are pore
permissive, Many specify alternative options, perhaps
due to court or judicial district variances (e.g., K8
gpecifiaes Ygourt clerk or court trustee.").

Thesae States arw: Alabama, Arizona, Arkansas,
Colorade, Connecticut, District of Columbia, Guanm,
Idaho, Illinodig, Indiana, Yowa, Kansas, Kentucky,
Loulgiana, Massachusetits, Michigan, Missouri, Montana,
Nebraska, Nevada, New Mexico, North Carolina, Northn
Dakota, Oklahoma, Oregon, Pennsylvania, Puerto Rico,
Fhods Island, South Carelina, South Dakots, Tennessee,
Texas, Virgin Islands, Wisconsin, and Wyoming.

Anvther four (4) States vrefer to a "ecounty officer®
{guch as tha New Jersay Probation Departments or the
Georgia Child Support Receiver). These are California,
Georgia, Rew Jersey, and Chio. :

Five States have statutes that designate a Tcounty ,
depository® ¢r centralized "family support registry.®
These States are Colorado, Florida, Iowa, Vermont, .
and Washington. Vermont's statute embraces all orders,
not just those in IV~D cases., Two of these States,
Iowa and Colorado, alsc have provisions imposing the -
collection responsibility on court ¢lerks for

non=-IVv-D cases {therefore, these are listed above among
the 35}.

Eleven States refer to the support enforcement agency
as the entity to whom payments are to be made in IV-D
cagses, and are generally silent regarding non-Iv~Dd
cases. These States are: Alaska, Delaware, Hawail,
Maine, Maxylsnd, Minnesota, Mississippi, New York,
Utah, Virginia, and West Virginia. Texas specifies
three options in their income withholding statute—-
court registry, child support collection office, or
attorney general, but mandates that payments go to the
AG in IV-D cases.


http:registry.1t

One State, New Hampshire, specifies that in c¢ases whaere
the obligee does not make application for IV-D services
but wishes to utilize the services, the services are
linited to “monitoring, collecting, and disbursing
moneys.®

New Jersey's law on applying for income withholding is
noteweorthy in that it addresses the probation
department's role in recordkeeping to document, track,
and menitoring support payments & administering
withhelding in cases in which the obligee has not
established a IV«D case.

In addition to "court clerks,” States' laws also
refer to alternatives as *family division or support
enforcement services unit® (CT), probation officer
(I, district attorney (), checking or savings
account or directly to obligee's bank account {(OR),
court registry (TX}.

Iowa's "collection services center® statute (excerpt
included in chart}) is particularly exemplary, from the
standpoint of its explanation of payment processing &
referances to two “official entities" for disbursing
support: the collection fervices center (IV~D cases)
and clerks «f the distrigt c¢ourt {(non-Iv~D cases).

Washington State's statute setting forth legislative
intent to establish a "central support registry" in the
State to Yimprove recordkeeping® and "reduce the burden
on employers® by "ecreating a single standardized
process" for deducting support payments from wages may
be a useful model for other Jjurisdictions contemplating
centralization of payment processing.




The 35 States which our research reflects have some statutory
authority regarding payment of support, or withheld wages, to
court clerks are:

Alabama xrizona Arkansas Colorado
Connecticut District of Columbia Guam

Idaho illinois Indiana Towa

Kansas Kantucky Louisiana Massachusetts
Michigan Missouri Montana Nebraska
Navada New Mexice No Careclina North Dakota
Oklahoma Oregon Pennsylvania Puertoe Rico
Rhode Island So Carcelina South Dakota Tennessee
Texas Virgin Isl Wisconsin Wyoming

The 4 States with statutes which refer ﬁa a county office or
official are:

Califernia  GCeorgia New Jersey . Ohio

The 5 States with specific laws denoting that payments bhe made to
a central registry or depesitory are:

Coloradox Florida Towax ‘Vermont Hashington

*Also have statutes referring to court clerks

The following 12 States have statutes that refer to making of
payments through the child support enforcement agency:

Alaska Delaware Hawail Maine
Maryland  Minnesota Mississippi New Hampshire
New York  Utah Virginia West Virginia

Researched & compiled by
OOSE Pollicy Branch
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STATE ETATUTES ADDREBSING ENTITY TO WHICE
CHILD BUPPORT PAYMENTE ARE MADE .
AL §30-3-60 Clark of the court . . . clerical duties in regard
to domestic relations matters, support and
nonsupport cases, including the receipt and
disbursement <¢f support payments.

£30-3~81 « « » directing any employer of the obligor to
- withheld and pay over to tha tlerk of court or the
department ¢f human resources, . . .

AK §25.27.062 An income withholding order must direct the
cbhligor . . . and pay the money o the agency.

§25.27.080 (a) A court order reguiring payment of child
suppert shall be modified to order payments be
made to the agency upon application.

§25.27.103 Payvments to agency. An obligor may make child
“support payments to the agency.

AR §9~14-215 {c} A circuit or chancery court clerkx may collect
from the noncustodial parent a fee of §10.00 for
completion of income withholding forms for a
custedial parent. A notice of this fee shall be
gent ¢ the noncusiocdial parent along with the
notice (concerning withholding). After 30 days
upon nonpayment of the fee by the NCP, the vlerk
may notify the payor [emplover] who shall withhold
the fee and remit such to the clerk [LAW ADDED IN
19911, :

§9~14-218 {a) (3) Beginning January 1, 18%4, all support
orders issued or modified shall include a
provision of immediate implementation of income
withholding, absent a finding of good cause not o
reguire inmediate income withhelding, or a written
agreement of the parties incorporated in the order
setting forth an alternative agreement. (4) In
all non-Title IV-D cases brought prior to January
1, 1994, the support corder may include a provision
for imméediate implementation of income
withholding, absent a finding of good cause not to
require immediate withholding or a written
agreemnent of the parties incorporated in the order
getting forth an alternative agreement. The judge
of each division shall detarmine if all support
orders shall ba subjoct to the provisions of this
gection and shall enter a atanding order satting
forth the treatment of non-Title IV-D cases in
that division prior to Jamuary 1, 1994..
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BTATE STATUTES ADDRESSING ENTITY TO WHICH

AZ §12-2457

CA CivCode

§4702

CO §26-13-114

§14-10-17

CT §46-215(c)

DE §513

DC §30-514

CHILD SUPPORT PAYMENTS8 ARE MADE

The clerk of the superior court shall.receive and
disburse all monjes applicable to support and
maintenance, including alimony.

Payment to county officer designated by court;
Fees and expenses...the court shall direct that
the payments of support shall be made to the
county officer designated by the court for that
purpese..." ,

Family Support Registry..."the implementation of a
central family suppoert registry for the
collection, receipt, and disbursement of payments
with respect to child support obligations for
children whose custodians are receiving child
support enforcement services from...IV-D cases)."

..the court may at any time order that
maintenance or support payments be made to the
clerk of the court, as trustee, for remittance to
the person entitled to receive the payments."

"The court or a family support magistrate may
direct all orders of support to be made through
the family division or support enforcement
services unit, and where the state of Connecticut
has an 1nterest direct payments to the
commissioner of administrative services..,.

.the Court may: (1) Order the defendant to pay
a certain sum periodically into the Division of .
Child Support Enforcement or directly to a
dependent, his guardian, custodian or trustee, for
his support...{8)...mail or otherwise deliver the
said deduction to the Division of Chila Support
Enforcement or the obligee as directed..."

"If, because of the failure of a payee to give
notice under this section, the Court is unable,
for a 3-month period, to deliver payments owed
pursuant to the withholding order, the Court shall
return each undeliverable payment to the cobligor
and inform the holder to cease the withholding."



STATE STATUTES ADDREBSING ENTITY TO WHICH
CHILD SUPPORT PAYMENTS ARE MADE

FIL, §61.13 "(cy{2})..payments of ¢hild support shall be made
through the aapaaitary in the county where the
court is located.®

§61.181 Central depositery for receiving, recording,
veporting, monitoring, and disbursing alimony,
support, maintenance, and child support payments;

GA §19~11~§ *...Aamounts collected by the department shall be
distributed and deposited by the department in
conformity with law.®

§15w15wq Duties of child support receiver. It shall be the
duty of the child support receiver to: (1)
Cullect all child support payments and such other
payment of support as are established by judicial
srder.

§19=6-33 {#) (1)deduct from the obligor's income...and pay
‘ that amount to the obligee or to a child support

receivar, the IV=D agency, or other designes, as
appropriate. NOTE: GA "income deduction order®
cstatute specifies the gensral use of income
deduction, and adds references to reguirements
that apply ¥if the oblligee is receiving IV-D
services.®

GU QSE Unit The Clerk of the Bupeariosr Court of Guan, via Ct. -

Agreement Financial Management System, agrees to receive

§2 child support payments made €0 the court pursuant
to court orders of support for any child/ren
deserted or abandoned by his/her parents; to -
include child support collections received through
Government of ‘Guam Payroll Deduction PRlan.

53 The Clerk of the Superior Court of Guam, via
financial Management System, agrees to transfer
all child support collections received to the
Financial Management Office, Department of Public
Health and Social Services, for deposit to the
Department of Public Health and Social Services
acoount.,




STATE SBTATUTES ADDRESSING ENTITY TO WHICH

§6

EI 457182

ID §8-704

CHILD SUPPORT PAYMENTH ARE MALE

The Clerk of the Superior Court of Guam, via
Financlial Management System, agrees to provide
copies of the certification of court ledgers for
non~payment of child support; maintain records on
the number of deocuments being requested by the
Child Support Enforcement Unit and bill the €hild
Support Enforcement Unit on a monthly basis for
the documents provided.

the assignment {(of amcunts of future income) shall
be to the clerk of the sourt where the order is
entered If for the support or maintenance of a
spouse or former spouse, or to the child support
enforcement agency [department of the attorney
general} if for the support, maintenance, or
education of a child or if child support and
spouse suppert are contained in the same order.

" ..the court may order aither parent or both
parents to agsign such sum as the court may
determine to be equitable to the gounty clerk,
probation officer, or other officer of the court
or county officer designated by the court to
receive such payment..."

IN §31~-1-11.5-13%Payment of support order. -- {a} Upon entering

§31~2-2.1.

IL §750 57507

an erder for support, the court shall reguire that
the support payments be made through the c¢lerk of
the ciyeunit court as trustee for remittance to the
person entitled to receive payments, unless the
court has reasonable grounds for providing or
approving another method of payment.®

Support payments for dependents -~ (rder for
payment to ¢lerk of court,

Payment of maintenance oy support to eourt...the
court may order at any time that maintenance or
support payments be made to the clerk of court as
trustee for remitiance to the person entitled to
raceive the payments.® -



STATE STATUTES ADDREBSIRG ENTITY TO WHICH

TA §252B.132

§2528.14

2528.15

CHILD SUPPORT PAYMENTS ARE MADE

1. The department shall establish within the unit
a coliaction Barvices center for the receipt and
disbursement of support payments as defined in
section 598.1 regquired pursuant to an ¢rder for.
which the unit is providing enforcement services
under this chapter. For purposes of this section,
support payments 4o not include attorney fees or
court costs. 2. The center shall develop an
autonated system to provide support payment
records frem the center to the clerks of the
district court and the c¢lerks of the district
court are authorized to receive this information.

All support payments required pursuant to orders
entered under this chapter and chapter 234, 252aA,
252¢C, 598, 675, or any other chapter shall be
directed and processed as follows: 1. If the
child suppert recovery unit is providing

enforcenent services for a support order, support

paynents made pursuant to the order shall be
directed to and processed as follows: a.

Payments made through income withholding, wage
assignment, unemployment Insurance offset, or tax
cffset shall be directed to and disbursed by the
collection services center., b. Paynments made
through electronic transfer of funds, including
but not limited to use of an automated teller
machine, a telephone initiated bank account
withdrawal, ©or an automatic bank account .
withdrawal shall be directed to and disbursed by
the ecllection services center. c. Payments made
through any other method shall be directed to the
elork of the distriet court in the county in which
the order for support is filed and shall bs
disbursed by the collection services senter. 2.
If the ¢hild support recovery unit is not
providing enforcement serviges for a support
srder, support payments made pursuant te the order
shall be directed %o and disbursed by the ¢lerk of
the district court in the county in which the
order for support is filed.

‘1. - ¥If the child support recovery unit is

providing enforcement seyrvices for a support
ordeyr, the coollection services center is the
official entity responsible for disbursing the
suppoert pavments made pursuant to the order. 2.
The collection services center shall notify the
clerk ¢f the district county of any order for
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BTATE STATUTES ADDREESSING ENTITY TO WHICE

XS §22-4,108

KY §205.750

(c)(9)

CHILD BUPPORT PAYMENTH ARE MADE

which the child support recovery unit is providing
enforcement services., The clerk of the Jdistrict
eourt shall forward any support payment made
pursuant to the order, along with any suppoert
payment information, to the collection services
center. The collection services center shall
process and disburse the payment in accerdance
with federal raquiram&nta. 3. If the ahi;g
support recovery unit t provi anfe
services for a 4 t o dar tha ale t

gg&a garagant za gga atgax, é. If the unit's
child support enforcement services center relating
to a support order are terminated but the support
ebligation remaing acorued or aceruing, the
support payment receipt and disbursement
responsibilities relating to the order shall be
transferred from the ¢ollection gervices center to
the appropriate:clierk of the district court.

The payor shall pay the amount withheld to the
income withholding agency, or otherwise to the
clark of court or court trustee as directed by the
order of withholding.

"Paynents to be made to domestic relations clerk,
court designpne or sahinat, ~-(1) Child support
payments nade pursuant to a court order shall be’
made through a domestic relations ¢lerk of the
county oy other person or agency designated by the
court to receive payment.,.®

The total amount withheld, including the
dates withheld shall be forwarded within ten
days to the person ordered to receive the
support or to the department or its
represontative as provided in the order.



BTATE BTATUTES ADDRESSING ENTITY TO WHICH
CHILD BUPFPORT PAYMENTS ARE MADE

LA R. 8.546.236 2{A) The department may, by a written moction

{8}

LA R.B.8§461236.5
(b11)

together with a written certification from
the department that support enforcement
services are being furnished to the
individual or caretaker of any individual
receiving suppoart benefits, obtain an order
to require any person urdier an order to
support such individual or caretaker to make
such support payments payable to the
department.

Any interested Larty way by a written motion,
together with a written certification from
the department (1) that the department is not
presently furnishing and does not contemplate
furnishing AFDC for or on behalf of an
individual and (2] that no services are being
rendered by the department on behalf of the
individual, obtain from the court which
rendered the order to support such individual
an amended crder to reguire that support
payments be made pavable to the individual or
caretaker instead of the depariment.

Any court with jurisdiction to establish
paternity or to establish or enforce support
obligaticn may implement an expedited :
process for the establishment or enforcement
therecf in accordance with the provisions of
Subsection ¢ of this Section., Such a court
may collect and distribute support -
obligationa and may, by court order or rule,
assess and collect a fee of not more than
five percent of all existing and future
support obligations to fund the
administrative costs of a system for
gxpedited process.

ME 198777 Support and alimony orders issued or modified by
the courts in this State nmust have a provision for
withholding of income...ths department {(of human
ssrvices) is designated as the agency responsible
for adopting and administering procsdures to
receive, document, track, and monitor all support
payments collected pursuant to this section. The
dapa;ﬁmanﬁ may promulgate a fae four use of these
services. :
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STATE ETATUTES ADDRESSING ENTITY TO WHICKE

MD Family Law
§10~204{c)

§10~127

MA 2088536A

119A84

MI §25-164(9)

MN §518.551%

CHILD SUPPORT PAYMENTS ARE MADE

The accused individual shall make the payments to
the person who has custody of the nmineor child,
through the appropriate suppert enforcement
agency; or if there is an agreement with respect
to support of the child, to the recipieat
designated in the agresment.

Send the deducted amcunt directly to the support
enforcament agency or the recipiesnt, as specified
in the order.

|

In any case in which an obligor is under court
order to pay alimony or support and naintenance or
child support in an action or judgment for divorce
,» » » ©r in an action or judgment for separate
support. . . the court. . .may enter an order of
trustee process against the disposable earnings. .
..the trustee shall transmit. . . to the clerk of
the court, or €0 the family service office of the
court or any vther party designated by the court,
the amount ordered by the court to be trusteed.

The IVY~D agency shall establish accounting systems
te record child support payments received by it on
behalf of obligees pursuant to wage assignments in
effect for child support cobligors.

The corder {of incope withholding) shall direct
sources of income to withhold from income due the
payver and to pay to the office of the friend of
the court for the qudicial circuit in which the
order was entered an amount sufficient to meet the

- payments ordered for support and service fees, and

to defray arrearages in payments and service fees
due at the time the order of income withholding
takes effect,

The court shall direct that all payments ordered
for maintenance and support be made to the public
agency responsible for child support enforcement
so long 'as the cobligee is receiving eor has applied
for public assistance, or has applied for child
support and maintenance collectien service.
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STATE STATUTES ADDREBBING ENTITY TO WHICH

MS §43+-19-39

§93~11~109

$33-33-111

MO §454.498

M §40~6~117

§40~5-208

NC $§50~13.4

NE § 42~388(1)

CHILD SUPFPFORT PAYMENTS ARE MADE

Court orders of support in all cases brought under
the provisions of sections 43-19-31 to 43-189-53
shall specify that the payment of support,
attorney fees, if any, or costs of court shall be
directed by the absent parent to the child support
unit of the state department of public welfars

...the clerk or the obligee's attorney shall serve
notice of delinquency and order of withholding on
the payor [enplover]

The payor shall pay the amounts withheld to the
department of public welfare.

. « « the court shall order all support payments
to be made to the circuit clerk as trustee for the
division or other person antitled to receive such
payments under the order.

. . . the court may crder support payments to be made
te the mother, the c¢lerk of the court.: or a
person, corporation, or agency designated to
administer any of them for the henefit of the
child under the supervision of the court.

. then any support money paid by the person or
persons responsible for support as a result of any
action shall be paid through the support
enforcement and collections unit of the #apartaant
of revenue.

{d} Payment for the support of a aninor child shall
be ordered to be paid to the person having custody
of the child or any ethsr propar perscen, agency, .
organization or institution, or to the court, for
the benefit of such child,

All orders or judgments for temporary or permanent
support payments, alimony, or medification of the
game shall direct the payment of such sums to be
made commencing on the first day ¢f each month te
the clerx of the diatrict eourt for the use of the
persons for whom the same have been awarded.
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STATE STATUTES ADDRESSBING ENTITY T0 WHICH
CHILD SUPPORT PAYMENTS ARE MADE

RV §425.410 Whenevar, as a result of any assignment or action,
support money is paid by the responsible parent,
such payment shall be made through the division
upon written notice by the division to the
responsible parent, or to the clark of the court
or district attorney if appropriate, that the
child for wvhom....

NH §458-8:3 III. In cases where the obligee does not make
application for IV-D services, but wishes to
utilize the division's services, the divisien's
role in enforcing support is limited to
monitoring, collecting, and disbursing moneys
under this section.

KH §458-B:6 IV. That the employer must send the withheld
amount to the state or other pavee at the sane
time the obligor is paid.

N Q2A:17~-56,131In every award for alimony, maintenance or child
support payments the judgment or order shall
provide that payments be made through the
probaticn department of the county in which the
obligor resides, unless the court, for good cause
shown, otherwige orders.

$§2A:17~56.14

An ovbligee who has not established a IV~D case
through the probation department shall file an
affidavit when applying for the income
withheolding, stating that the payments not made
for support have accrued arrearages in an anount-
equal to the amount of support payable for 14 -
days. The probation depariment shall administer
the withholding in acgordance with procedures
specified for keeping adeguate records to
document, track, and monitor support payments or
establish or parmit the establishment of
alternative procedures for the collection and
distribution of amounts withhald by an entity
other “than a designated public agency. Alimony,
maintenance or child support payments not
presently made threugh the probation department
shall be so made upon application of either party
unless the other party upon application te the
cvourt shows good cause to the contrary.
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BTATE STATUTES ADDREBSING BNTITY T0 WHICE

NM §40-131-17

ND ROCB,.2{e)}

§1409-09,23

CHILD BUPPORT PAYMENTE ARE MADE

{B) The court may order support payments to be
made to the mothar; the clark of the court; or a
person, corporation, or agsncy designated to
collect and administer such funds for the benefit
of the child, upon such terms as the court deenms
appropriate.

Payments {0 clerk. The interim order must provide
that all support payments be paid to and through
the ¢lerk of the district court. Payments must be
in a manner acceptable to the clerk unless
otherwise ordered by the court.

Procedures must be develioped for the clerks of
court to promptly distribute amounts withheld
pursuant o an income withholding order and to
promptly refund erronecusly withheld amounts.

- §1409~09.241. Except as provided in subsection 2, sach

judgment or order which requires the paymant of
child support, issued or modified on or after
January 3, 1880, subjects the income of the
obligor to income withholding, regardless of

whether the obligor's support payments are delinguent,

NY §31490

OH §2301.36

{1} {a} Any support order made by the court in any
proceeding under the provisions of article three-a
of the domestic relations law, pursuant to a
reference from the supreme court under section two
hundred fifty-one of the domestic relations law or
under the provisions of articles four, five or
five-A of this act (i} shall direct that payments
of ¢hild support or combined child and spousal
suppert ¢opllected on behalf of persons in receipt
of services pursuant to gection one hundred
eleven~g of the social services law, or on behalf
of persons in receipt of public assistance be made
to the support collection unit designated by the
appropriate social services district, which shall
receive and disburse fumds so paid.

. - » the ¢ourt shall reguire that support
payments be made to the ¢hild support enforcenment
agency of the county as trustee for remittance to
the person entitled to receive payments . . .
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STATE STATUTES ADDRESSING ENTITY TO WHICH

OK 43§135

OR §25.02¢0

§25.030

§25.0490

CHILD SUPPORT FAYMENTE ARE MADE

If a judicial order, dudgment or decree directs
that the payment of child suppart, alimony,
temporary support or any similar type ©f payment
be made through the ocffica of the court ¢lerk,
then it shall be the duty of the ¢ourt to transmit
such payments to the payes . . .

« » « the obligor shall make payment thereof to
the Departmaent of Buman Resources when the obligee
is receiving general or public assistance or IV-D
sexvices,

Support orders in respect of obligess not subject
to QRS 25.020 may provide for payment under the
order: (a} To the clerk of court . . , (b} Yo a
chacking or savings account . . ., or (¢} Directly
to the obliges by deposit into the obligee's bank
agcount. Alse provides for fees to be paid by
obligor to clerk for maintaining collection,
aceounting and disbursenment services.

When support payments payable to clerk of court .
. « the psrson ordered to pay the money shall make
paymant therecf to the clerX of the court . . .

PA 23Pa.C.5.A.§3704

PR 25T.88§523

When so0 ordered by the court, all payments of
child and spousal support, alimony or alimony
pendente lite shall be made to the domsatic
ralations section of the court which issued the
order or the domestic relations section of the
court at the residence of the party entitled to
receive the award.

At any time the obligor is in arrears for the ,
eguivalent of one {1} month or more in the paypent
of support and there does not exist an order in
his file in the court for the withholding of part
of his ingome at the socurce, the clerk of the
court will autemstically certify to the judge the
total amount of the debt and he will immediately
issue the corresponding order te withhold the
oblligorts income at the source...the c¢lark shall
promptly remit said order (to withhold income at
the source) to the employer or disbhburser....In
cases where the obligor changes employer or there
is a new disburser, the clerk of thes court shall
proceed {(to remit . . .order to the employer
immediately after being notified of the change.
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STATE BTATUTES ADDRESBING ENTITY TO WHICH
CHILD SUPPORT PAYMENTS ARE MADE

RI §15-5-24 Each judgment containing support provisions and
each order for support lssued by the fanmily court
of this state shall include an order directing the
cbligor to assign the income...to the ¢lerk of the
family court. | '

8C §20~-7-1315(B) (4)Where the obligor makes payments directly teo
the obliges pursuant to an order for support and
where income withholding procedures take effect,
the provisions to pay directly are superseded by
the withholding process and the obligor and the
payor on behalf of the obligor must during the
pericd of withholding pay this support through the
court.,

§20-7-1315{C}) {1} When a delinguency occurs, the clerk of court
ghall prepare, file andt serve on the obligor a
varified notice of delinguency. In cases whers
the obligor makes payments pursuant to an ordar
for support directly to the obligee and the
obligee seeks income withholding, the notice of
delinguency must be verified by the cbligee and
then served on the obliger by the clark of court
as with any other notice of delinguency.

§20=-7~1315({E} (5}
The payor shall promptly pay the amount
withheld to the clerk of court, in accordance with
the notice to withhold and in accordance with any
subseguent notification received from the clerk of
court concerning withholding.

§20-7~1315(E) (6)
Upen the records of the clerk of court ;
reflecting the satisfaction of an arrearage, the
clerk of court shall service upon the payor by
regular mail a notice of reduction of withholding.

§20-7-1315(G) (5}
Any clerkx of court which collects, receives,
or disburses payment pursuant to an order for
support or a notice to-withhold shall maintain
complete, accurate, and ¢lear records of all
payments and thelr disbursenments,
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BTATE STATOTES ADDRESSING ENTITY TO WHICH
CHEILD SUPPORT PRYMENTS ARE MADE

8D §325-73-34 The payor shall transmit the amount withheld to
the department in accordance with the order for
withholding within five days after the date the
obligor is paid or his property withheld and in
accordance with any pubsequent notification
received form the dﬁpartmant redirecting payment.

§25~7A~44 The department may apportion withheld amounts

among multiple support orders giving priority to
current support, and shall maintain complete and
ageourate records of all payments and
disbursements. A certified copy of payment
records maintained by the department or clerk of
courts shall, without further proof, be admitted
into evidence in any legal preocesdings under this
chapter.

TN §36~5«101{a) (4)}The order or decree of the court may provide
that the payments for the support ¢f such child or
children shall be paid either to the clerk of the
court or dirsctly to the spouss or to the person *
awarded the custody of the child or children. The
court shall eorder that all support payments of
Title ITV~D cases shall be paid to the clerkx of the
court.

TH §36=-5-501{a) {1}

When any order for the support of minor children
is entered in a court, whether setting support,
rodifying support e¢r enforcing previocusly ordered
support, the court may order an immediate '
asgignment to the clark of the court, of the
party's wages, salaries, commissions, pensions, ¢
annuities and other income due and to be due as
the court amy find necessary to comply with the
order of support, inecluding, in the gourt's
discretion, an amount reagonably sufficient to
satisfy an accumulated arrsarage.

TH §14.43{c) The court ghall ordey that income withheld for
ehild support be paid through and promptly
distributed by a court registry, a c¢hild support
sollection offive, or the sttorney general, unless
the court finds that there is good cause to
require paymentg to be made to another person or
office.
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BTATE STATUTES ADDRESEING ENTITY TO WHICH

CHILD SUPPORT ¥a NTS8 ARE MADE

UT §62A-11-403 When 2 child support order is issued or modified

VA §20-79.3(12)

in this state after July i, 1985, it shall
authorize the withhalding of income...and that all
withheld income sha i he submitted to the office
{of Rocovary Bearvice

That, except as provided in subdivision 16,
employers shall ren payments on each regular pay
date of the obligor directly to the payee if
reguested in writing by the pavee, provided the
enployer has not redelved notice that the payes is
receliving child support services as defined in

$63,1-250 through the Division of Child Support
Enforcement.

§20-79.3{16)That the employer iz to remit individual payments

VI 16§358(2)

VT 3364103 (a)

to the bDepartment of Social Bervices for
disbursement t¢ the payee when directed to do so
by the Department ¢f Social Services of any court
having competent jurisdiction. <

An enployver who receives a notice or order of
income withholding ghall...send this withheld
amount to the Paternity and ¢hild sSuppert Division
or such other entity or person as it may
dezignate,

The office of ¢hild support shall establish a
registry for the following purpeses: processing
child support collections and disbursements,
naintaining records necessary for the racaipt and
disburgement of child gupport...(b)...All orders
for child support not subject to wage withholding
made or modified on or after July 1, 1%90 shall
regquire that payment be made through the registry
unless the parties have agreed that the obligor
will pay the obligee directly.
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STATE BTATUTES ADDRESS8ING ENTITY TO WHICH

WA §26.23.010
(eff.1-1-88)

-
WI §767.265(1)

WV §48A~2-13

WY §20mg-214

CHILD SUPPORT PAYMENTS ARE MADE

1t is tha intent of the legislature Lo ¢reate a
central Washington state support regiatry to
improve the recordkesping of support ohligations
and paynents, thereby providing protection for
both parties and reducing the burden on enplovers
by creating a single standardized process through
which support payments are deducted from earnings.

It is also the intent of the legislature that
echild support payments be made through mandatory .
wage assignment or payroll deduction if the
responsible parent becomes delinguent in making
support payments under a court or administrative
srder for support.

Te that end, it is the intent of the legislature
to interpret all existing statutes and processes
to give effect to, and to implenment, one central
registry for recording and distributing support

payments in this state.

Bach order for child support...for maintenance
payments...for family support...for costs,..for
support by a spouse...or for maintenance payments,
sach court-approved stipulation for c¢hild
support...and each arder for child or spousal
support. . .constitutes an assignment of all
commissions, earnlngs, salarzea, wages, pensicn
benefits...lottery prizes that are payable in
installments and other money due or to be due in
the future to the clerk of the gourt where the
action is filed.

All support payments owed to an obligee who is an
applicant for or recipient of the services of the
[thild Advocate] office shall be paid teo the
office. Any other obligee owed a duty of support
under the terms of a support order entered by a
court of competent jurisdiction way request that
the support payments ke made te the office. In
such case, the office shall procesd to receive and

disburse such support payments to or an behalf of

the obligee as provided by law.

The ¢lerk {of court) shall maintain records
showing receipt and disbursement of all funds
received...promptly distribute all funds received
to the appropriate person or agency...
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. Gver the last ten vears, large court backlogs resulting from
ovaerburdened court systems have caused the Federal and State
governnents to seek alternative forums for addressing chilg

- support cases, such as administrative processes or the use of

more limited administrative procedures for handling certain
functions or case processing activities.

An administrative process for purposes of child support is a
statutory system granting authority, traditionally vested in the
courts, 0 an exegutive agency. The continuum of such processes
extends Irom limited application (such as the use cof certain
administrative procedures with judicial action otherwise
necessary) to a more comprehensive application {(adjudication,
determination, establishment and enforcement with a«full range of
administrative remedies), depending on the authority granted
under State statute,

Administrative process systems provide the child support agency
the ability to more effectively control case processing. The
process allows States to streamline procedures, consclidate case
management, provide more consistent treatment of cases and, at
the same time, reduce court dockets. States, however, often
choose to limit the use of administrative process to address
particular problems in concert with an otherwise adequate
judicial approach. Utilization of Xey administrative procedures
can significantly reduce court involvement in child support
enforzement and make a substantial contribution to a more
streanlined and effective child support program.

About one~third of the sStates have administrative process
statutes that allow for the establishment and/or enforcement of
child support orders ocutside the court structure. While some of
these states use administrative process for all IV-D cases,

others useé them only in certain cases and/or in selected
jurisdictions.



While there is no hard data on the level of improvement produced
by adoptiocn of an administrative process, states which have such
systens maintain that the number of support orders established
and the amount of child support collected increases. They
contend that the speed of establishment, the uniformity of

. handling and the control over the process provide significant
benefits. For example, Oragon's Child support Updating Project
found that it was significantly less costly teo modify orders by

- .administrative process ($496 per case) than by judicial process

{$770 per case).

This paper defines what is meant by an adminisirative process and
progedures and explores the move toward extricating child support
matters from the courts, and iszsues which would be raised under a
Federal mandate. These include the benefits to be derived, legal
challenges, universal application, transitional considerations,
and the role of the courts and political environment.

Finally, two options are provided for moving the c¢hild support
progran away from the courts:

o Require all States to adopt a complete administrative
process for child support

o Require States to adopt a core set of administrative
procedures, including: .

-~sabpoenafdisc6vary power

--administrative garnishment

~wadministrative liens

~-administrative seizure and sale
-—administrative order to withhold and deliver

Wnile both ¢f these options speak o a State mandate, another
approach which may be more politically acceptable is to encourage
States to embrace one option or the other by providing enhanced
Federal funding for associated costs.




I.  BACKGROUND

. Ovey the last ten yvears, large court backlogs resulting from
sverburdened court systems have caused the Federal and State
governments to seek alternative forums for addressing c¢hild

T osuppoert cases, guch as administrative processes. However, as

discussed below, few States have actually implemented what can be
considered true administrative process systenms. Rather, many
have retained thelir dudicial-based systems but have instituted
more limited administrative procedures for handling certain
functions or case processing activities.

The Child Support Enforcenent Amendments of 1984 provided the
first Federal response to the growing barrier to collecting child
support caused by overburdsned court systems by requiring sStates
to have and use sxpedited processes to establish and enforce
support orders. Under the recuirements, Btates could use
administrative or guasi~iudicial processes for handling their
support cases or submit evidence to the Secretary that their
current dudicial process provided expedited handling by meeting
cagse processing time frames set out in regulation.

While the expectation was that under this regquirement child
support cases would ba handled under a simpler and more efficient
process than the traditional legal system provides, problenms in
case proecessing and adivdication remain. Several witnesses
testified o the Commission on Interstate Child Support that the
daelays and expense of court hearings have been detrimental to
cbtaining support. The testimony suggested that many parents
wait for hours to have their case heard with dozens scheduled for
a morning or afterncon session, to which all parents must report
at the start of the session. The Commission's report indicated
that a judge's unfamiliarity with a case that was heard earlier
by another judge often added time and may have added
inconsistency te the resolution of factual disputes,

Similarly, a study conducted by the National Child Support
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Assurance Consortium found that, among the mothers who pursued
support through the State Child Support Enforcement agency, long
waits to obtain an order were common. Even after & support order
was oktained, it took a substantial amount of time to recaive
even one payment. Of these families, over one~guarter walted

. more than one yvear to receive a single payment and a siwmilar
number neveyr received regular support. These mothers provided a
substantial amount of information to the IV-D agency, including

- the father's name in all cases, and his home address, work

address and social security number in the majority of cases.
While these delays cannet be fully attributed to the State's
method fur establishing and anfarclng support orders, certainly
it was contributory.

This paper will define what is meant by an administrative process
and procedures and explore the move toward extricating child
support matters from the courts, and issuss which would be raised
under a Federal mandate. Use of administrative processes for
establishing paternity is only touched on briafly here as it has
been closely examined in a separate paper.

It is important to note that this paper does not attempt to
explore the use of guasi-iudicial or dedicated court systems for
child support cases or t¢ compare the benefits of a nodel
judicial oy quasi-judicial system vs. an administrative process
system. Rather, the intent is to speak to the benefits of a pure
administrative process and alternatively the benefits of
exploying model administrative procedures in an otherwise
judicial environment.

XI.

An administrative process for purposes of child support is a
statutory system granting authority, traditionally vested in the
courts, to an executive agency to determine, through
adjudication, child support orders, and to establish and enforce
child support orders. The continuum of such processes externds
from limited application (such as the use of certain
administrative enforcement remedies with judicial action
othervise necessary, addressed in section III} to a more
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conprehensive application (adjudication, determination,
establishment and enforcement with a full range of administrative
remedies), depending on the authority granted under State
statute.

. In a true administrative process decisions are made at the lowest
pessible level, with appeals to hearing officers or )
administyrative law judges. All actions, with the exception of

- final appeals, take place within a c¢child support agency.
Fellowing is a discussion of the authority and procedures used
under an administrative process system. As indicated above,

authority under State statute may be (and generally is) nmore
limited.

Authority

An adninistrative process must have a legislative base providing
an sxecutive agency the right to: #

~=bring action

~-g@cure wages and asset informaticon including
administration subpoena power to compel witnesses

~-anforce judicial orders administratively

~w-uge pogt~judgment remedies like wage assignment,
garnishment, and attachment and execution of property

~-promulgate rules and regulations

Funciions

Paternity establishment under administrative process systens is
generally limited to cases wvhers paternity is uncontested. The
agency may be authorized to establish patexrnity after providing
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notice to all parties in uncontested cases, in cases where the
alleged father has acknowledged paternity in writing and in cases
where the alleged father and mothey marry after the child's
kirth.

Under an administrative process to establish support liability,
the executive agency is granted by statute the right to establish
" enforceable orders in cases where no prior order exists. The
only limitation is that the executive agency may not modify a
court-ordered child support amount. ‘

Suidelines have been particularly helpful in facilitating

administrative process systems, Uniform requirements like
guidelines allow front line workeras to axercise authority

sthervise left to attorneys and judges.

Typically, notice is provided to the noncustodial parent and the
reasponse dictates the next action. If the notice is ignored, an
administrative default order is established and enforcement
action taken. If a regponse is made, the parent can discuss the
case with the agency and either a consent agreement can he
reached or a hearing can be regquested.

Under such a hearing, the support worker will often represent the
agency. A hearing officer, or administrative law judge, who nust
be considered an impartial examiner of the facts, will make the
decision. The hearing officer represents no one and may ba )
employed by the umbrella agency whers the child suppert agency
rests {usually the Department of Social Services) or ancther
agency like the Assistant Attorney General's office.

Under an administrative process, a hearing of record is created
which includes documentary evidence and a recording of the
proceeding. A tape recorder replaces the traditisnal court
yeporter. Procedures for admitting evidence are simpier. Thers
are usually no ¢odified rules of evidence and admissability
standards are not as stringent as the courts. Forms of hearsay
such &s unauthenticated letters, retold phone conversations
between the caseworker and the obligee or statements by persons
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not present at the hearing may be acceptable. The key criteria
is relevancy. =

Depending on State statute (and in some cases State constitution)
the order may be advisory only or adopted by the State court as

. its own. Appeal rights range from administrative to, ultimately,
judicial appeal and can involve a new trial as a matter of right,
{de nove}, to appeal alleging error {judicial review of the

T record) .

Use of administrative support establishment eliminates delays and
provides consistency of orders over a wide range of cases. Since
courts are not involved and there may be léss attorney
involvement, costs are reduced and the proceedings less
adversarial. In addition, since rules are relaxed, innovative
technigques ¢an be used to facilitate the process., In Washington
and Alaska, the administrative process provides for conducting
hearings via teleconference which has proven to be very helpful
in remote areas, i

Medification

Administrative process agencies bave authority to modify axisting
orders f£ollowing the same reguirements for establishing ordexs.
However, most current administrative process statutes do not
anthorize administrative agencies to modify existing judicial
orders. (Georgia's statute allows for this, but it has never
been tested, and recently Iowa and Missouri are reported to have
enacted statutes authorizing administrative review of judicial
orders). Once a court cohtalins jurisdiction cover child support
matters, its durisdiction continmues. This limitation would
clearly raise transitional issues in considering a mandate for an
administrative process.

An administrative process gives the agency authority to perform
all enforcement functions except the use of contempt procesdings.
These remedies, which do neot require the active involvement of
the courts and limit the involvement of attorneys, can alsoc be
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adopted by States which are otherwise judicially-based, as
explored in more detail below. They include:

o Administrative liens ~ Encumbers property so that it can't
be s0ld or mortgaged:

Q Seizure and sale - Allows administrative agencies to seize,
advertise and sell property. Where property is not subject
to physical selzure, the title is sought; and

9 Order to withhold and deliver ~ Garnishment of wages, bank
accounts and accounts raceivable.

States may have pravisiogg specifically providing for
administrative enforcement of judicial oxders to allow the agency
te gnforce prior dudicial orders through administrative remedies
and Judicial enforcement of administrative orders, allowing
administrative orders to be f£iled with the court, thus producing
an enforceable order of the court--allowing for administrative
remedies as well as contempt of court.

States often chooze to limit the uge of administrative proceass to
address particular problems with an otherwise adequate judicial
approach, While sush &n approach ig embraced by the
administyrative process coentinuum discussed earlier, we have
chosen to discuss such practices independently to provide a
clearer understanding of the opticns provided later in this .
paper. As used here, we distinguish between the tw¢ ends of the
continuum by referring to more limited administrative processes
as administrative procedures. Like asdministracive processes,
administrative procedures are authorities granted to the IV-D
agency typically by statuite which are traditionally vested in the
courts.

As provided below, the use of key administrative procedures can
significantly reduce c¢ourt invelvement in child support
enforcement and make a substantial contribution o a nore

8




streanlined and effective child suppert program.

The U.$. Compission on Interstate Child Support recommended
greater use of administrative procedures. Specifically tha
Commission's report provided, "While realizing the important role
. of tha court in establishment and enforcement of child support
obligations, states are encouraged to simplify the IV~D child
support process and make it more accessible by utilizing
‘administrative procedures whare possible. An important
consideration would be the reduction in the workload of the court
and reserving use of the court for those functions where a
judicial officer is reguired.™

The report further provided that it did not find enough evidence
or research to mandate a particular system. “Both judicially
based and administrative process systems can use administrative
procedures to expedite cases. This is especially true when the
court official is used only to review and sign enforcement
reguests. Exanples of such procedures include the use of income
withholding to enforce child support orders, administrative
subpoena poweaers, and orders to withhold and deliver that can be
implemented without the need for court involvenment.?

hdministrative subpoena or discovery powers authorize the child
support agency to issue subpeenas in order to gain access to
inforwation relevant to a case being enforced administratively.
Administrative subpoena power t¢ gain information and records is
clearly necessary for a more efficient program. Saveral states
have enacted statutes which requirs noncustodial parents and
cther persons to submit financial statements and other
infoermation 6 the agency upon request. The review and
adiustment demonstration cross-site report concluded that the
availability and utilization of administrative discovery powers
were helpful in both ¢onducting a review and cbtaining a
modification.

These demonstration projects found that administrative discovery
powers available to child support agencies are an important
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factor affecting the availakility of independent wage or income
information on obligors and, therefore, the ability to conduct a
review of an order. The State issued employer subpcenas in all
cases with obligor empleyer information available. Illinois
reported that the cverall response rate from employers was very
. high (80 percent). In addition to preoviding current information
on obligor's location and income, the use of the emplovey
subpoena reportedly reducad delays in filing petitions for
.medification, since the response to the subpoena was admissible
in court and the legal representatives did not have to wait to
ohtain other evidence of income and allowable deductions. States
which lagcked such powers had lower response rates, and the
project staff in those cases did not necegsarily obtain the

T information needed.

The. cross~site report also included in its finding that the
actual length of time requirsd for completion of a review
appeared to be most affected by the source of information and the
level of diffisulty in obtaining that information. Further, they
found that the length of time required to cbtain a modification
does not appear to be affected by the modification process
itself. An expedited court-based process can be shorter than a
stipulatien process (though the stipulation process was thought
to be shorter than an un~expedited fudiclal process).

Administrative enforcement remedies are defined as powers grantéd
to a State agency which allow for the attachment and execution
cutside the judicial system of a responsible parent's assets. In
addition to using administrative enforcement remedies to enforce
administrative orders as provided above, a number of states use
them te enforce gourt based support orders, after giving
appropriata notice,

Administrative remedies differ from 4udicial remedies in that
they are imposed by the agency in lieu of the courts. Existing
administrative process statutes have established a number of
administrative enforcement remedies. Statutes vary cencerning
the procedures the agency must complete in order to affect the
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non-complying parent's property. Following are specific
ramedies:

by

Admi -rative carnishment - The most common administrative
enforcement remedy, an order to withhold and deliver, is used to
. seize property (usually money} belonging to a noncustoedial pavent
that is in the possession of a third party {e.g., employer,
insurance company, bank, credit union}. The order is issuved by

* < an agency official and usually served by certified mail on the

parson or officer of the company in possession of the
noncustodial parent's property. Typically the order will recite
identifying information about the noncustedial parent, the amount
t0o be withheld, the amount and types of property exempt fron
withholding, the procedure for delivering the property to the
agency or court clerk, and information describing the
withholder's liability for fallure to comply.

Admindstrative ens - The statute may prescribe a procedure for
recording a llen against a non-complying noncustodial parent's
real and personal property. The lien usually is accomplished by
£iling a dogument with the court clerk or county recorder of
deeds in the county in which the property is located, similar to
the State's progedure for creating judgment liens. The lien
encunbers property o that, if the noncustodial parent attempts
to mertgage or sell the property, a title search will reveal the
lien. In practice, the noncustodial parent or purchaser of the
property will pay off the support arrearage in order te remove .
the encumbrance on the title and release the lien, 50 that the
praperty will not be subject to seizure and sale by the agency ‘or
the support sbligee.

An official from the Massachusetts Department of Revenue,
recently testifying at a ¢hild support enforcement oversight
hearing held by the Human Ressurges Subcommittee of the Committee
on Ways and Meansz, argued on behalf of the expanded use of
administrative procedures. With respect to the use of
administrative liens he stated that because past-due support has
the status of 3 court judgement, it makes no sense Lo go back to
court to cbtain a lien. Doing so when a judgement already exists
wastes the resources of the gourt and the child support agency
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and causes unnecessary delays. He suggested instead that
congress could require the use of adeinistrative liens that would
pe valid throughout the Country. He believes that once such a
system of adminlstrative liens is available, collection of
arrears in interstate cases will be revelutionized.

g SALE rty - This procedure is similar to
seizure and Bale {Qr 1evy and execution) under a State's civil
.law mechanisms for collecting judgment debts. In administrative
seizure and sale, the child support enforcement agency, rather
than the court, authorizes and carries out the seizure of
property and advertises and holds the sale. The sale proceeds,
less the costs of selzing the property and holding the sale, are
applied to reduce or satisfy the support arvearage.

One especially noteworthy use of these administrative remedies
has been undertaksen in Hassachusaetta. A single notice is sent to
obligors owing $300 or more informing them of administrative
enforcement measures including liens, levy and seizure, income
agsignment, Federal and State tax refund intercept, referral to a
collection agency and reporting to a consumer credit bureau.
After a second bill is sent with the opportunity to dispute the
debt amount, assets are identified through automated interface
with IV-D and tax records and quick action can be taken to selze
assers,

The State has had very propising results from this practice.
Collections from workers'! compensation liens have quadrupled ==
‘running at a rate of $1.5 million annually. Collections from
unemployment compensation benefits have increased by $10 million
peér year. The speed of masgs production wage withholding or
levies increases collections about $11 million per year and a
bank levy strategy, when fully implemented, is expected to yield
$5 million annually.

Though more limited, a Texas child suppoert lien law permits liens
to be attached to property of delinquent obligors without
obtaining a court issued judgment. The law instead authorizes
IV-D or anyone else enforcing the order on behalf of a child
support claim to submit a child suppert lien netice to a county
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clerk where the obligor’s property is located or the obligor
resides. The clerk is regquired to enter the lien in the county's
judgment records and the property cannot be sold or transferred
until the lien is extinguished.

- XXX.

Expedited Processes

As previously indicated, the Child Support Enforcemsnt Amendments
of 1984 require all States to use an expedited process system for
astablishing and enforcing support orders because of long delays
and severe backlegs of the courts. Expedited processes are
dafined in Federal regulation as those that include
administrative or expedited guasi~-fudicial processes in which the
presiding officer is not a judge, which increase the
effectiveness of the establishment and enforcement process and
which meet the following time frames for case disposition: $0%
of cases in three months, 98% in six months and 100% in a vear.

States may obtain an exemption from these requiresments if their
existing judicilal systems meat some general reguirements and the
case disposition time frames included in regulation. Currently,
22 States have exemptions from the refquirement for expedited '
procasses., These exemptions cover one or more political
subdivisions or judicial districts of the State. Only 2 States,
Arkansas and Kansas, are operating under Statewide exemptions.

However, child support program audits have found that even wherse
an exemption was not granted, or requested, expedited processes
were not always used. Seven States have been cited as failing to
substantially comply with the requirement for an expedited
process for establishing and enforcing support orders.

About one-third of the States have adnministrative process
statutes that allow for the establishment and/or enforcement of
child support orders outside the court structure. While some of
thege states use administrative process for all IV-D cases,
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sthers use them only in certain cases and/or in selected
Jurisdictions. Attached is an analysis of State use of
administrative processes and procedures.

only five States, Missouri, Oregoen, Washington, Virginia and

. Montana have systems which can be considered pure administrative
process systems. Oregon is currently attempting to pass
legislation to expand their administrative process te include

- .paternity establishment authority.

gther States however are mnoving toward an administyrative process.
Massachugetts, California, Michigan, Marvliand and New York
traditionally use the courts or guasi-ijudicial processes to
enforece support cbligations but are beginning to use, or are
axploring the use of administrative alternatives to avoid costly
or lengthy litigation.

As indicated sarlier, Massachusetts' IV-D agency, located in the
state's Department of Revenue, is using adpinistrative
enforcement techniques as an effactive method of collecting child
SUPpOTrt arrears.

California is pilot-testing the use of the State Franchise Tax
Board to collect delinguent child support as it would delinquent
personal income tax liabilitles. The District Attornevs from six
pilot counties will refer child support arrearages to the FIB for
collection. The FTB will handle the arrearage as it would a ‘
delinquent personal tax liability and may use the full array of
adninistrative methods of collections available to it. The FTB:
will mail demand for paynment notices to delinguent obligors.
There will be a repetitive processing of cases through automated
levy programs, including vacation trust funds, wage data,
financial institutions, dividends and miscellaneocus 1099
information. Manual intervention will occur in selected cases,
including research and analysis of Department of Motor Vehicles,
real property, and credit report information, and inveluntary
actions taken, such as warrants and vehicle seizures. The
project will zuyn between January 1, 1%%3 and December 31, 1995,
with an evaluation due by January 1, 1996.
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Michigan hopes %o begin using the broad collections powers
granted to the Department of Treasury in pursuing AFDC fraud
cases, to collect child support arrears in AFDC cases. The
ability to use DOT authority is currently under review by State
attorneys and operational procedures with the DOT are under

. development., Michigan hopes to implement this initlative in the
fall of 1993.

‘Proposed legislation is currently before the New York legislature
that would authorize the IV-D agency to enforce c¢hild support
orders through administrative seizure of property, with due
process protection for affected parties. The specific
adpinistrative procedures authorized in the bill that relate to
pavental financial resources include administrative seizure of
property in delinguent cases, to streamline access to those
Tesources.,

Minnescta has recently implemented an administrative process in
select counties in respongse to their failure to pass a child
support audit of their expedited process system, Thay found that
the system provided significant improvement with decreased case
processing time, increased collections and decreased complaints
from custedial parants,

Other States arxe moving toward aduinistrative systews for
modification. Montana has recently adopted an administrative
reviev process conducted by hearing officers. 7The hearing
officer can issue orders compelling parties to submit financial
information, they can issue subpoenas and they can hold hearings
by telephone conference., Anyone who has a support order filed
with the State registry can request such a review.

Sther Countries

The United States is not alone in its gquest for uniformity and
consistency in child support matters. Australia and the United
Kingdom have recently undergone transformations to improve their
child support programs through use of administrative processes.

Australia implemented an administrative systenm for assessment of
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ehild support payments in 1987, <hnild support is set
administratively by the Registrar and is reconciled at the end of
the year. Appeals are made to the courts. If it is determined
that tha parent is not eligible for government financed
asgistance, the custodial parent must seek a court

. arder/agreezent or private arrangement within 3 months.

In Great Britain, the number of single parent familles grew from
. 800,000 in 1%71 to over a millicn in 1986. Divorce and
separation were the major cause but ocut of wedlock births doubled
over this same period of time. There was considerable
incongistency in maintenance awards as a proportion of
noncustodial parent net income and seventy percent of
noncustodial parents were not making regular payments.

In response, an administrative system has been phased-in over a
period of tima. The new Agency will take on responsibility teo
asgsess and review child maintenance ¢laims. At the end of the
transition period, the court will no longer have responsibility
for assessing new c¢laimg for maintenance awards. However, courts
will continue to have jurisdiction over related matters which
arise when parents separate or divorce {custody, visitation,
contested paternitly, property settlements, spousal support) and
may retain responsibility for adjusting the formula.

Since bhoth of these programs are relatively new, ne hard dats is
availakle as to their affectiveness. Both speak to what can be.
viewed as a non-existent approach to child support enforcement
prior to these changes, s¢ comparisons would probably be
meaningless for our purposes., However, close examination of
their procedures may be helpful were a Federal approach pursued
in this Country.

A number of issues need Lo be addressed when consideration is
given to granting the IV-D agency greater authority such as the
use of some level of an administrative process system. These
include the benefits to be derived, legal challenges, universal
application, transitional considerations, and the role of the
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courts and political enviromment.

These issues, while provided in the broadest context, are
applicable in varying degrees to both pure administrative process
gystems and more limited administrative authorities.

" Administrative process gystems provide the child support agency

the ability to more effectively control case processing., The
process allowsg States to streanline procedures, consolidate case
nanagement, provide more cunsistent treatment of cases and at the
same time, reduce court dockets. As indicated by Massachusetts
administrative enforcement experience, gignificant gains can be
achisved by adopting even a limited administrative enforcement
strategy.

Judicial systems c¢an be extremely slow and cumbersome in
establishing and enforcing support orders. In a judicial system,
proceedings can be delayed through continuances and discovery
requests. These delays are avolded under an adminigstrative
process, where the scope of issues raised and motions made can ke
limited,

While thera is no hard data on the level of improvement produced
by adoption of an administrative process, states which have such
systems maintain that the number of support orders established .
and the amount of ¢hild support collected increases. Further,
they contend that the speed of establishment, uniformity of
handling and control over the process provide gignificant
benefits.

An indirect benefit of an administrative process is the less
formal system and surroundings invelved. The judicial process,
even when efficlent, is often viewed as intimidating because of
its formality. This was evidenced to some extent by the review
and demonstration projects which found large numbers of non-AFDC
cases where authorization could not be obtained. Among the
primary reasons for not authorizing review and adjustment was an
unwillingness to go to court (24 percent) and a desire to avoid
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legal action {17 percent). This suggests the need for a nore
Tugar friendly' system. Use of administrative processes may have
made a difference to these individuals by allaviating fears
associated with going to court.

. In addition, administrative process is thought to be beneficial
in rotivating front line workers. With more direct access to
effective enforcament tosls, their role changes from collection
agent to enforcer. The front line worker has mere authority
{e.g.,, can sign off on forms that need to be signed by attorneys
or judges), and more control over their cases from beginning to
end which is thought to provide greater job satisfaction.

Two gquestions often arise in considering the adoption and use of

an administration process. The first invelves the extent to
which States can legislatively delegate traditionally judicial
areas te the executive branch. #While the Worker's Compensation
pProgram has set a precedent, State constitutions have in some
States restricted such actions and several States have faced
ehallenges based on the question of separation of powers.

One notable case ocourred in Nebraska in 1988 in Drennen vs.
Drennen. The Nebraska Supreme Court found the State's Refaree
Act to be unconstitutional in that it "deprives the district
court of its original jurisdiction on each designated area {in
this case findings of contempt) and violates State constitution's
guarantee of access to the court as oviginal trier of facts.®

The court alsc found that the Referee Act denied equal protection
of the law by arbitrarily denying child support payers in IV-D
cases the same access to the courts as other payors. This may
make a case for extending any reguirement for administrative
process to embrace all cases of child support in the State, not
just those vested undeyr title IV-D authority. "

Conversely, a lowa Supreme Court ruling may pose the most prudent
judicial yeaction to administrative process challenges. The
Court found in a case challenging administrative withholding, "In
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cases where activities of coordinate branches of government run
shoulder~to~ghoulder, as they de in child support <ases, we nust
view the concept of separation of powers with a certain amount of
pragmatism and cooperation. In those cases, it is permissible,
often even desirable, to view the constituticonal allocation of

. authority with an eye toward a common goal....The facts of the
present case mirror the concern expressed in these [c¢hild
support] cases that the court system, acting alone, has not been

" ‘effective in obtaining compliance with child support.”

However, in commenting on the Downey-Hyde proposal for Child
Support Assurance, the Illinois Department of Public Ald
expressed concerns that a regquirvement fbr an administrative
process would represent a violation cof constitutional separation
of powers. The Btate was especially concerned about the effect
on cases where Initial actien had been taken by the court and
subsequent action was attempted by an administrative agency.
Illinois stated that they would oppose any requirement which
would "viclate the established constitutional separation of the
duties of the judicial and executive branches or reguire changes
in State constitution.® However, it should be noted that
Illinois recently enacted an administrative process law which
provides hearing officers the authority te adiudicate initial
child support orders, modify non~judicial orders and establish
paternity. The State is phasing in the law beginning with two
locations in Cook County. However, administrative process will
not be implemented in some smaller counties where it is ‘
considered unnecessary because of small caseloads.

The second question which often arises is due process protection
- whether an administrative process can protect the due process
rights of all parties. This guestion, uniike the first, can be
clearly addressed in state statute and agency procedures, though
iegal challenges have been raised. However, caution should be
exercised in drafting statute and procedures. Several court
decisions have held that appellate courts should increase the
intensity of their review of administrative decisions where the
agency has acted as investigator, prosecutor and judge. 7To
address such concerns, it has been recommended that "an agency
must establish a hearing process which earns the respect of the
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judiciary and the noncustedial parent population by delivering
even~handed 4ustice.?

. Wwhile many States have speeded up child support establishment and
enforcenent actions through adoption of some degree of
administrative process, the process can still be cumbersone,
.especially for non-IV-D cases which are not necessarily embraced
by the State under these requirements. If universal services are
provided (as addresssed in a separate paper} this problem would be
largely eliminated.

Howevar, in the absence of a universal system, some consideration
should be given to the discriminatory nature of a4 dual State
approach. Non=-Iv-~D families may view this practice as putting
their needs secondary, i.es, demanding efficiency only on behalf
of IV-D cases. Of coursa, the reverse argument could be made as
well., IV-D parties comld view use ¢f an administrative process
as providing "second-rate® legal action since theair access to the
courts is severely limited. A third way to view this, however,
is a3 an inprovement to all cases. IV~D cases are handled
quicker under an administrative process system, thus freeing
court time to provide better gervices to non-IV-D cases.

However, as indicated in the Kebraska Supreme Court ruling cited
above, application of an administrative process to IV-D cases
only may undermine the authority of the system and nmay subject it
to sucressful legal challenge.

Transition to an administrative process may also raise legal
issues associated with case jurisdiction. Unless States arve
required to enact statutes which explicitly provide
adninistrative authority to modify court orders, a dual systen
will remain until these cases age ocuh of the system. In
addition, even if a specific mandate is included in federal law,
State constitutions may require conformity changes.

20




A mandated administrative process would alss require significant
resources to ensure that an appropriate response was provided.
while needs for additional staff would most likely be limited
since experience shows that current front-line workers are
capable of becoming agancy representatives, daveloping rules,

. procedures, training, and data processing modifications would
take time and additional resources.

- Mandating the use of specific administrative procedures may linit
the above cited legal issues but would still regquire the
development of rules, procedures and data processing
modifications and would continue to necessitate appropriate
training of starff.

Courts are always the source of final decision on a case through
“appeal, whether the trial-level adjudicaticon was done by an
administrative officer, master, referee or judge. Most courts
today are overburdened and would benefit from having their
caseloads reduced, Under an adasinistrative process system, the
court’s role cuuld be reserved primarily foy diverces and legal
separations which often involve complex custody and property
issues {although States which have administrative processes
generally also direct contested paternity cases to the courts).
Also, criminal contempt proceedings could still be handled by the
courts, although these are usually needed only in the most '
flagrant cases.

Advocates of administrative process suggest that the best role
for the courts in the child support system is to hear appeals.
Rowever, courts, clerks, lawyers and administyators soften have
vested interests in preserving their turf and are powerful and
effective lobbyists against change. Elepents of the dudicial
system will likely be copposed to the perceived usurpation of
their domain if a requirement is imposed for administrative
processes.

This was clearly evidenced when the requirements for expedited
processes vere first implemented. Many courts argued strongly

23



against the requirement that the hearing officer not be a judge
of the courts.

Varmont originally had an administrative system which worked
well., Because of political pressure, however, the State

. instituted a Family Court system. However, some efficiencies
were retained since this is a quasi-iudicial process.

©-In West Virginia, a circuit 3udge sought injunction against a law

which authorized an adninistrative process to handle most
domestic relations matters of the S8tate. The Supreme Court of
Appaals voided enactment of the administrative process because
the lav unconstitutionally divested circuit sourt judges of their
authority. Legislation was then enacted requiring judicial
vatification of administrative orders.

However, judicial support for administrative c¢hild support
programs may be on the upswing, after sight years of experience
with the expedited profess requirements of the Child Support
Enforcement Amendments of 1984. Judges are much more supportive
cf the requirements now than they were when the requirements werse
first proposed and mandated.

The Georgetown University's Program on Science, Law and
Compensation conducted a survey of 40 "judges, gourt
administrators, legal scholars, writers and prominent
practitioners with accumulated judicial branch experience® and
found that almost all agree that the courts'® effectiveness was
being sgueezed. Included in their recommendations was the
concept that the judicial community begin a process of analyzing
every class of dispute before the bench and determine in which
forum cases should be resoclved. Clearly, this signals the
judicial community’s willingness to seek alternatives to judicial
adjudicatiocn to lessen the burden of the court.

V.  QPTIONS

Following are two options for moving the child support progran
away from the courts. While beth of these options spesk to a
State mandate, another approach which may be more politically
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acceptable is to encourage Stiates to embrace one option or the
other by providing enhanced Federal funding for assocliated costs.

Because of the significant benefits expected to be produced under
either approach, the Federal government could provide 100 percent
- funding for the rosts associated with an administrative process
or specific administrative procedures. Reduced administrative
expenditures resulting from greater program efficiency and

" increased collecticons could significantly offset the additional

costs o the Federal government.

1. Require all States ¢o adopt a complete administrative
process for child support - Courts would remain responsible
for divorce settlements, but paternity, child support
cellection and modification would be done by administrative
procedures including an administrative process under an
administrative agency.

PROS and CONS

PROS
© Case processing is cheaper when removed fLrom the court:
o Streamlined processing leads to greater efficiency

because services are less fragmented;

s Scientific advancement in genetic testing has taken ]
much of the guesswork out of paternity establishment;

o Adaministrative process coupled with more uniform
reguirements (like guidelines) allows front line
workers to exercise authority otherwise left to
attorneys and judges:

o All parties involved have expertise in child support.
Typically, tdudges and lawyers are like general
practitioners .., in smaller courts, judges hear cases
invelving wide variety of issues; in larger courts they
tend to specialize but assignments are rotated:
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Legal services agencies believe that parties involved

in the action would rather appear in an administrative
forum than in a judicial one. In pro sa actions, the

administrative forum tends to be more "uger Iriendly®

and not as intimidating as the judicial forum. Also,

rules of evidence are more relaxed;

Administrative process systems are generally more
informal than courts. In court kased hearings, people
fael “weight® of court environment. Even in Family
Court, Magistrates wear robes, sit on the bench and
conduct hearings in the court room. While IV~D non-
attorney staff may present cases and do filings, more
and more magistrates ask staff to perform like lawyers:

The Child Support Agency has more control over an
administrative process. It doesn’t have ¢o rely on
actions of other agencies and can control personnel,
budget, dockets, atec.;

It could update cases efficiently ~- inexpensively and
guicklys

It could produce fair results by treating all cases
equitably;

A great deal of efficiency should be gained as all
except the most complex child support matters would be
dealt with by one agency rather than the extremely '
fragmented gystem that we now have:

It will eliminate current problems in interstate cases
of responding States giving less weight to
administrative orders; and

It allows States to respond to audit findings.

Currently, the IV-D agency has no contrel over audit
findings related to court deficiencies.
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other States don't always treat administrative orders
like judicial crders. HMore weight is given to orders
issued by the courts. They may revart to the URESA
model because they are uncomfortable using an
admpinistrative order as the basis for an enforcement
action;

Rules between Judicial and administrative orders are
still confusing. Though this has improved, legislation
1ike the Soldiers and sailors Relief Act which provides
time off for appearances at judicial procsedings but
not corollary action for administrative proceedings,
still serve as a barrier:

Court-based systems provide uniformity for IV-D and
Non~1y~D cases:

*
A significant number of cases may be subject to
challenge which could producs longer delays than direct
action of the courts:

It may require change in State consgtitutions;

It may result in political opposition, especially in
States with strong, effective judicial and qguasiw
judicial systens;

Courts may remain overburdened if judicial
ratification/registration of orders is provided:

Quasi~judicial process can be workable for deciding
nore complex issues, like contested paternity, which
require more judicial safeguards and subjective
decision~making: and '

Discavery in administrative cases may be limited while
in quasi-tudicial cases or judicial cases discovery may
include the right %o use interrogatories, depositions,
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admission of fact and production of documents,.

Regquire States to adopt a core set of administrative
procedures, including:

~wadministrative subpoena/discovery povers;

~=administrative liens;

~=adminigstrative geizure and sale; and

~-agdministrative order to withheld and deliver
(garnishment) .

PROE

While the Commisgion on Interstate Child Support
Enforcement did not recommend a particular system for
establishing and enforcing support orders they did
address the need for adeministrative procedures. They
recommend that States simplify the child support
process and make it more accessible by utilizing
administrative procedures where possible. The examples
they cite include income withholding, administrative
subpoena powers, and orders to withhold and deliver
that can be implemented without the need for court
involvenent:

Enforcement actions that are administratively imposed,
with challenges and appeals limited to very narrow
circunstances, allow velumes of cases to be handled
efficiently;

Less political opposition;

It yetaing State flexibility:

It will allow efficient court-based systems to continue
without disruption: '

Admipistrative procedures allow front line workers to
gxercise authority otherwise left to attorneys;
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Q It allows States to respeond te audit findings;
currently the IV-D agency has no control over audit
findings related to court deficiencies:

o Streamlined processing leads to greater efficiency
because services are less fragmented; and

o It aids in eliminating barriers caused by court
backlogs. Adainistrative procedures keep most
enforcenent actions out of the courts.

CONS

o It may provide more limited improvement and benefits;
and

o With respect to administrative enforcement remedies,

opposition may come from employers, banks and title
insurance companies.

VI. CORIS

While there is ganeral agreement by program officials that the -
use of administrative processas are less costly than judicial

- processes, there is no hard data readily available to
substantiate this c¢laim. The dramatic changes undartaken by the
Child Support Enforcement program sver the last 10 ysars have
made it very difficult to specifically attribute cost savings or
gollection increases solely to the introduction of an
adninistrative process.

In fact, a draft report prepared by the Maryland Judicial
Conference (June 1%%3) found that while States have had
administrative process systems in place for an extended periocd of
time, no astatistics are yet available to show the benefits of
changing from a judicial system to an administrative system., The
report provides, ¥.,.all of the states which have instituted such
a2 system maintain that the number of orders established and
amount of support <ollected have increased using an
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Administrative process.”

While again not providing specific numbers, the results of a
comparative study of administrative and judicial prscedures
conducted by the University of Scuthern California Center for

. Health Services Research showed that "administrative procedures
are superior to court-oriented procedures for the establishment
of child support obligations.®

However, Oregen's Child Support Updating process may shed some
light on the potential administrative cost savings asscciated
with an administrative process. Oregon's Child Support Updating
Project found that it was significantly less costly to modify
orders by administrative process ($456 per case} than by judicial
process {($770 per zcase). This finding was attributed to the
simpler and more uniform procedures used in the administrative
process, lack of reguired attorney involvement, faster
progression, and absence of travel and waiting time, since
administrative hearings were conducted statewide by telephone
conference.
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STATE PROFXLE
ADMINISTRATIVE PROCESS

Tt ig difficult to categorize the States in any other than broad
. gategories as to their usage of administrative processes and
procedures due to variations among them as to what constitutes
adninistrative process. There are other variables, such as
"differences in remedies available at particular points in the
process, universality of application, and differences even among
durisdictions within county administered States as to
availability and/or usags.

The following States utilize administrative processes or
procedures as dascribed:

Alaska - Administrative Hearing Officers establish paternity
{including cordering blood tests) establish child support orders,
reviev and modify non-ijudicial orders and take enforcement
actions,

Colorade -~ Child support caseworkers establish paternity in
uncontested cases, issue default child support orders based on
state guidelines and issue temporary child support orders. They
modify child support crders established under administrative
process and enforce orders for child support and medical support
through wage assignment, garnishment, etce.

Georgia ~ The State has a provision for Administrative Hearing :
Officers to establish child support orders administratively.

Hawaii ~ Administrative Officers handle all establishment and
enforcement matters except paternity and centempt/failure to
support cases, which are handled judicially. Administrative
orders are filed with Clerk ¢f the Court without }udici&z
signoff.

I1linois ~ A new State law provides for Hearing Officers who can
adjudicate paternity and establish initial child support orders,
modify non=judicial orders and take enforcement actions.
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Implementation is being phasaed in starting with twe locations in
Cook County. Scme smaller counties, with small caselcads, won't
get the process because it's not needed.

Iowa - Administrative Hearing Officers can establish c¢hild

- gpupport orders. 2a judge must sign a paternity order. Howaver,
thay can injtiate blood tests. After performing review and
adjustment, they can administratively modify orders, including
‘child support orders originally completed by the courts in
dissolution cases. 3 dudge signs off on the modified order to
certify due process has been served and not ¢o review or agree on
+he contents of the ordeyr. The hearing officers can also
initiate saek work orders.

Xentucky ~ The State has a provision for Administrative Hearing
Officers to establish child support orders adwministratively.

Maine ~ Administrative Hearing Officers enter child support
orders, voluntary paternity acknowledgemepts, order hlood tests
and take enforcement actions except in cases of contempt.

Missouri « If there is no child support order, a Notice of
Finding of Financial Responsibility is sent to the noncustodial
parent. If there is no response, an Administrative Hearing
Cfficer can issue an administrative default order. If the
noncustoedial parent responds, he can request an administrative or
judicial hearing. If there ig an order, the Hearing Officer can
duplicate it and add arrearage amounts to it. Hearing Officers
can establish paternity if there's consent. In a recently passed
law, effective January 1, 1984, review and adijustment will be
done administratively for all orders, including judicial orders.
The adjusted order will be sent for judicial review. If there is
ne judiclial response in 45 days, the adjusted order becones
gffective.

Montana ~ An Administrative Law Judge handles all c¢hild support
establishment and enforcement functions, including establishment
of paternity. . '

Oklahoma - Hearing Officers can establish, enforce and review and
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adjust orders. There are two Hearing Officers for the State,
serving the four counties which comprise slightly less than half
the total caseload.

Oregon - Administrative Hearing Officers handle child support

. order establishment, review and modification of non-judicial
orders, paternity establishment (including ordering blood tests)
angd esnforcement.

Utah ~ Administrative lLaw Judges handle all c¢hild support
astablishment and enforcement functions with the exception of
paternity establishment.

virgin Islands - Administrative Hearing Officers handle
uncontested paternity establishment, establishment of child
support orders and modification of non~judicial ordersa.

Virginia ~ 3All child support establishment and enforcement
functions, including establishment of paternity, are carried out
under the State's administrative process.

Wwashington - Administrative Hearing Officers handle order
establishment, review and modification of non-iudicial orders,
and enforcement. A small percentage of paternities are
established administratively through in~hogspital declarations.
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CENTRALIZING CHILD SUPPORT
WITHIN STATE GOYERNMENT
EXECUTIVE SUMMARY

Currently, the organizational structure of the Child Support Enforcement (lite IV-D)
program in many States is very fragmenied. Various State and local agencies provide child

., support services or perform functions without the benefit of central direction and control,

The various agencies have different priorities, level of commitment and funding, skills and
abilities including their knowledge of all aspects of the program and how they interrelate, and
systems and procedures for processing and tracking child support actions and coordinating
with other components, As a result, the quantity, timeliness, and cost of case work in many
jurisdictions is seriously deficient,

The purpose of this paper is to identify and explore the issues associated with requiring

States (o develop a centralized child support operation. The options and advantages and
disadvantages for each issue are discussed but no conclusions are given.

The issues included in this paper as being among the more important aspects of centralization
include: (1) the exient to which centralized operations should be alike among States, (2) ;
where within State government the central State child support agency should be located, and
(3) the extent to which ¢hild support services are centralized at the State level. No attempt
was made to develop specific models for centralizing operations since any number of options
and permutations could be proposed if the issues identified in this paper are not first decided.

For a program like child support there are many obvious benefits for centralizing the
program at the State level. The first of these is that program planning, budgeting, and
obtaining legislative support can be accomplished by one State agency rather than being
dependent on the competing interests which may exist locaily. Significant economies of scale
are also possible. For example, in a decentralized operation, each local jurisdiction usually
coflects and distributes child support payments. If this function was performed centraily, the
work could be done with fewer swaff thereby freeing staff time for other functions such as
paternity establishment. Allecation of resources to areas having the greatest need is also
much easier in a centralized environment because the State agency would control all child
support activities. This flexibility and control of resourcas in turn increases the potential for
better and more consistent results throughout the State,

Communication, which is eritical to successful operations, is aiso simplified in a central
operation. This is true not only for staff communication but also for systems communication
and interface. Many systems are used in a decentralized child support environment for such
obiectives a5 case nfanagement and tracking; hiring, training, and evaluating staff;



procuring equipment ang contractual support: communicating with other agencies involved in .
child support related functions; e, If these systems can be combined and made uniform

throughout the State, communication should improve and the cost of their operation should

decline, again through economies of scale.

+ The primary disadvantage to centralization is that the child support program has a long

- history of many services being performed at the local level. Conseguently, units of local
- government are likely to resist the centralization of all child support functions at the State
level, In addition, the States will incur transitional costs and need some izad time to
restructure the systems used i operating the program.




CENTRALIZING CHILD SUPPORT
WITHIN STATE GOVERNMENT

PROBLEM

The organizational structure of the title IV-D program in many States is very fragmented,
Various State and local agencies provide child suppont services or perform functions without

- the benefit of central direction and control other than that provided by Federal regulations.
The various agencies have different priorities, level of commiument and funding, skills and
abilities including their knowledge of all aspects of the program and how they interrelate, and
systems and procedures for processing and tracking child support actions and coordinating
with other components, '

This type of decentralized system is highly dependent on close coordination and
communication which is difficult to achieve, and typically incurs additional expense due to
the need to duplicate and verify work and the inability to capture economies of scale. Asa
result, the quantity, timeliness, and cost of case work in many jurisdictions {5 sertously
deficient,

Requiring States fo centralize child support operations should, if successfully planned and
implemented, eliminate many of the present day deficiencies. For purpose of this paper, the
term “centralization® means the establishment or designation of a State level agency which
has supervisory, programmatic, and budgetary control of State child support resources and
operations, including the allocation and organization of resources in 2 manner which
minimizes the number of staff and locations needed for program effectiveness.

For a program like child support there are many obvious benefits for centralizing the
program at the Swe level, The first of these is that program planning, budgeting, and
obtaining legislative support can be accomplished by one State agency rather than being
dependent on the competing interests which may exist locally. Significant economies of scale
are also possible. For example, in a decentralized operation, each local jurisdiction usually
collects and distributes child suppon payments. If this function was performed centrally, the
work could be done with fewer staff thereby fresing staff time for other functions such as
paternity establishment, Allocation of resources to areas having the greatest need is also
much easier in a centralized environment because the State agency would controi all child
support activities. Economies of scale and wise allocation of resources are vital to the child
support program which typically features large caseloads and minimal staff resources. This
flexibility and control of resources in turn increases the potential for beter and more
consistent results throughout the State.
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Communication, which is critical 10 successful operations, is also simplified in a central
operation. This is true not only for staff communication but also for sysems communication
and interface. Many systems are used in a decentralized child support environment for such
pbjectives as: case management and tracking, hiring, training, and evaluating staff;
procuring equipment and contractual support; communicating with other agencies involved in
- child support related functions; ete, If these systems can be combined and made uniform

- throughout the State, communication should improve and the cost of their operation should

- decline, again through economies of scale.

Because of the need to process a high volume of cases in a uniform and consistent manner
with minimum resources, centralization of the program at the State level warrants serious
consideration, The primary disadvantage is that the child support program has a long history
of many services being performed at the jocal level, Consequently, units of locai
government are likely to resist the centralization of all child support functions at the State
level. In addition, the States will incur transitional costs and need some lead time ©
restructure the systems used in operating the program,

BACKGROUND

Federal law and regulations give the States maximum flaxibility regarding the organizational
structure of the title [V-D program as indicated in Attachment A. The IV-D program is
located within the agency which administers the IV-A program in 47 States, the office of
Atiorney General in 4 States, and the revenue agency in 3 States.

In at least 44 States, the State [V-D agency has delegated child support function(s) to
agencies and officials such as the Attomey General, county IV-D) agencies, District
Atnomeys, County Attorneys, Family Courts, Friend of the Court, Court Trustees, and
Clerks of the Court. In at least 32 States, County or District Attorney(s) or equivalent
official(s) provide child support services under cooperative agreement. Cooperative
agreemens also exist.with the State Attorney General in at least 11 States; and the Court,
Court Trustee, or Friend of the Court, in at least 22 States. The Clerk of Court or county
depository receives [V-D child support collections in at least 36 States under a cooperative
agreement, or as required by State law, The Swuate [V-D agency is responsible but generally
does not have adequate authority 1o ensure that child support functions performed by these
agencies are carried out in an efficient and effective manmer in accordance with the IV-D
State plan,

OBJECTIVE

The purpose of this paper is to identfy and explore the issues associated with requinng
States 1 develop a centralized child support operation. The options and advantages and
disadvantages for each issue are discussed but no conclusions are given. Also, no attempt
was made to develop specific models for centralizing operations since any number of options
and permutations could be proposed if the issues identified in this paper are not first decided.
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The issues included in this paper as being among the more imponant aspects of centralization
include: (1) the extent to which centralized operations should be alike among States, (2)
where within State government the central State child support agency shoukd be located, and
(3) the extent to which child support services are centralized at the State level, We have

- summarized the issues and refated options in the matrices below, The manner in which staff
is assigned to work on cases, such as individually or in 3 team, also impacts centralization
from the standpoint of achieving economies of scales and eliminating duplication, However,
_the relationship of this issue to centralization is not as direct as the other issues and was,
therefore, not considered in this paper,

CENTRALIZATION - ISSUES AND RELATED OPTIONS

ISSUE | -~ UNIFORMITY OF OPERATIONS AMONG STATES

l Uniform Approach Limited Selection Free Choice for

for Swute Operations | for State Operations  State Operations

Agency that State Revenue | State Atlorney Separate State
Administers the or Tax General or Legal | Agency
AFDC Program | Agency Agency

Option | X

Option 2 X

Option 3 ' X

Option 4 X




All Functions Performed | All Functions Performed All
at Locations Throughout | at Locations Throughout Functions
the State Except Some the State Except : Performed
Distribution Corrgction and at One i
Distribution Location !
Options | X
Options 2 X
| Qptions 3

UNIFORMITY OF OPERATIONS AMONG STATES

Currently, State child suppont enforcement programs vary extensively from county
administered involving multple locations and units of local governments to State
administration from one office, If States were required to centralize, a primary question to
decide is to what extent should State centralized operations be alike? The options range from
total uniformity among all States, limited selection of a centralized struciure based on some
methodology to narrow the choices, o free choice in selecting a centralized structure. Each
is explained in more detail below along with its advaniages and disadvantages.

i, UNIFORM APPROACH -~ All State Child Supporn Enforcement programs are
configured the same, both in lerms of program organizational struciure and the
procedures followed to administer child support. The agency that houses the program
including its name, the unit within this agency which delivers the services, and the
basic procedures which this unit follows to provide services are alike among all
Siates. There may be some difference in organizational structure concerming whether
or not to have and the number of field offices needed for States with large
geographical areas or populations.

Advantages:

L
»

»

Best practices institutionalized nationwide.

Opportunities to simplify program, and monitor compliance maximized.
Inefficient and inetfective organizational structures being followed in current
system eltminated.

After start-up costs are financed, least costly to operate due to economies of
scale, eliminatian of duplication, and more effective auiomation.
Communication between States significantly enhanced due to the use of the
same systems,




. The costs of planning, ifnpiememing, operating, and enhanging statewide
automated systems greatly reduced; interface and sharing of data greatly

enhanced.

* Accountability significantly improved because of the comparability between
programs and the data they provide.

+ Significant economies of scale possible not only from the elimination of

inafficient methods but also through the establishment of cooperative
relationships among the States for such functions as training, forms
deveiopment and design, computer functions, development of personnel
standards, etc. ,

. Easier to evaluate the impact of and to implement changes to program,
either administrative or legislative.

‘ Disadvantages:

. The likelihood of passage remote due to State and local political resistance to
such a major change,

’ Transition time to fully accomplish will take several years and potentally

could be hampersd by State and local staff reluctance 10 change.

Significant infrastructure and investment dismantled and lost,

Start-up cost very high.

Questionable practicability due to extreme State and local differences.

Future program innovation more difficult (o achieve in an environment where

uniformity is regulated and differences are discouragad.

- » * &

LIMITED SELECTION - This approach assumes that it s desirable 1o have Stte
programs organized as much alike as possible but that extreme State differsnces
preclude 2 uniform approach, Therefore, States are given some limited choice in
deciding how 10 centralize their child support operations. The methodology for
Hmiting choices could be by the use of criteria, by specifying models, or a
¢combination of the two. If criteria is used, States could centralize in any manner they
wish provided that each criterion for centralizing is met. An exampie of a criterion
might be that collection and distribution must be automated and parformed at 2 central
State location. If specific models are used, a State would select from among a list of
pre-approved models. The models might include configurations for small states where
a single office would suffice, a regional office setup for States with sparse popuiation
and large geographical area, county or local office setup for Siates with dense
populations, esc. No atternpt was made in this paper to identify the criteria or specify
models.



Advantages:

s Many of the same benefits as the uniform approach, although perhaps not 10
the same exient.

s Resistanice to change lessened because States can exercise choice,

Disadvantages:

» Essémialiy the same as the uniform approach, but less severe due to the
apportunity of choice,

. Increased need for regulation and control at the Federal level due to program
variability.

FREE CHOICE - Siates have uniimited authority 1o centralize operations and select
operating procedures which conform to the rules and regulations established for the
program. The only difference between this and the ¢urrent environment is that Siates
would be required to implement a program which meets the goals of centralization.

Advantages:

* Several States already centralized.

. Of the three, easiest to sell to State politicians.

. Least tead time required to fully implement.

. Least costly of the three methods 10 start up and implement but not to operaie.
* Most adaptable of the three methods in accounting for State differences and

allowing change 10 meet changing conditions in the State.

. More opporntunities to innovate because the restrictions on program format are
fewer,

Disadvantages:

. Effectiveness of structures in administering child support and achieving results
will vary much like the current system,

» Economies of scale more difficult to achieve in a variable setting, thus
INCTeasing program operating cosis.

* Automated systems must be customized (o the strustures selected, thus

increasing cost and the chance of failure and decreasing the interface capability
among sysiems.

* Future program changes more difficult to asses and make and more costly
implement due 0 program variability,
. Resistance from local politicians likely to be greater under this option because

of ;ﬁ:rceptwas of State interference in local affairs.




PLACEMENT IN STATE GOVERNMENT

This category explorss where the central child support agency should be housed in State
government, The primary options are the welfare agency, tax or revenue department,
Attorney General or legal department, and separate Stare agency.

« 1, AGENCY THAT ADMINISTERS THE AFDC PROGRAM

Advantages:

The “traditional’ location of the child support enforcement agency thus more
politically acceptable.

Simplified communication, both avtomated and human, on AFDC, Medicaid
and other Social Security Act programs.

Availability of personne! who are committed and trained 1o provide “service”.
Involves the least amount of change and cost to implement because most States
are already configured this way.

Disadvaniages:

*

Non-welfare customers often reluctant 10 use service due to negative
perception of public welfare agencies.

For various reasons, CSE often not given a high priority by the welfare agency
which has resulted in limited visibility 1w public and limited resources.

Human services agencies have difficully helding thetr own in operating
partnerships with courts and attorneys general,

Reaffirms public perception of CSE as a program for people on welfare,

CSE requires a different set of skills and orientation than that needed (0
provide welfare assistance.

Leaving the program in the welfare agency which involves the least amount of
change may be perceived by the public as an inadeguate response to the
problem. *

2. STATE REVENUE OR TAX AGENCY

Advantages:

*

Broad range of administrative x remedies available which are not currently
available to CSE. '

Skills and orientation of personnel well suited to monitoring and collecting
legal obligations.,

Highly automated operations easily adapted to CSE needs.

Mandatory 1ax withholding procedures ideal for collecting child support from a
majority of Non-Custodial Parents [NCP].
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Tying child support to taxes elevates the importance of the program in the
public mind and thus may result in less delinquency among obligors.
Reinforces the image of child support as a program of income transfer between
the parents.

Disadvantages:

Tax agencies very resistant to the concept.

Generaily, current personnel lack the skills needed to establish paternity,
orders, and other CSE functions unrelated 1o collecting the iegal obligation.
Public perception of tax agencies, from the standpoint of providing customer
service, is not generally positive. This perception and the lack of 2 history of
helping peopie with problems might cause people to avoid using the service,
Not easily accessible to the general public. Could pose 2 hardship for welfare
customers and a deterrent to non-welfare customers,

- CSE would probably have difficulty competing for resources since tax

coilection would continue o be the primary function of the agency.

Political resistance to the idea and cost to implement likely to be high in most
States.

Coordination with welfare and other social programs more difficult to0
achieve and likely to suffer,

STATE ATTORNEY GENERAL OR LEGAL AGENCY

Advantages:

A natural fit of skills available and required except for the collection and
distribution function. :

Genearally, the agency in State government with the greatest public respect.
General receptivity 10 the concept,

In most states independent from the Executive Branch thus often more able 1o
oblain resources. .

Places CSE in a legal rather than welfare context which should generate betier
response from NCP's.

Disadvantages:

Litigious traditions incompatible with non-judicial remedies that are considered
more effective in CSE,

Not easily accessible to the general public or accustomead to dealing with the
general public,




. Tendency of Atterneys General to prefer high profile and "difficolt” cases may
relegate CSE to a lower prionty, thus making recruitment and retention of
highly qualified people more difficult.

Coordination with welfare programs harder to achieve and likely to suffer,

\J Program requirements more socially oriented and not specifically refated to

enforcing the supporn obligation may be assigned a lower priority.

4.  SEPARATE STATE AGENCY

Advantages:

* Visibality and direct access to the Governor, key Executive Departments and
the Judiciary.

o More likely to be able to operate as an equal with the Courts, Attorney’s
General and other Executive Departments,

. Except for the welfare agency model, easiest and least costly o implement
once legistative hurdles are cleared.

. Coordination with weifare agencies better than that possible with the tax
agency and attorney general models.

. Elevates the imponance of child support as a stand-alone objective in the State

rather than a subordinale welfare initiative,
’ Change would be perceived by the public 25 something more than just lip
service.,

Disadvantages:

Would require Constitutional changes in many States.
. Almost totaily lacking in political support at any level. May not be able to
lobby adequately for funding. _

DELIVERY OF CHILD SUPPORT SERVICES

Currently, the child support program in many States is very fragmented with child suppont
functions performed by various State and local agencies. The Sitate child support agency
generally has limited control over how these functions are performed. In addition, the
agencies performing these funcgons have different levels of commitment, funding, skills, and
pnderstanding of how the program works, and systems and procedurss for providing services
and coordinating with other agencies. As a result, the quantity, timeliness, and cost of case
work in many jurisdictions is deficient, ‘

The centralization of the child support program at the State level has many benefits including
having one central authority respensible for all program planning, policy, and procedures;
budgeting; and obtaiting funding and legislation. In addition, central control over the
allocation of resources, including staff, is essential to obtaining better results in a program



with high caseloads. Also, the centralization of systems for objectives such as case
management and tracking; hiring, training and evaluating staff; procurement of equipment
and contractual support; and communication with other agencies involved in child support;
ele, will improve system communication and reduce costs.

- Texas is an example of how centralization can result in program improvement, Prior to July,
- 1988, the child support program was  locared in the Texas Department of Health and

" -Human Services, Child support services were provided at the local level under cooperative
agreement with the State child support agency in many counties, including Dallas, Houston,
Fort Worth and El Paso. These services included the receipt of all collections and
distribution of collections to the family. The Stare child support agency provided services in
all other counties, The contract counties generally had inadequate funding, resources, and
commitment to the program. Al the Sate level, the program had low prionity, insufficient
respurces, and inadequate child support laws, In addition, the State child support agency did
not have control over State child support offices around the State because these offices were
under the authority of 4 Regional Administrator who had responsibility for programs other
than child support.

In July, 19835, the child support program and less than 300 staff were transferred 1o the State
Attorney General. State child support offices were established around the Siate which
provide the full range of child support services throughout the State. Most child support
collections are now paid direcily to the State child support agency. The State has many new
child support laws, including legislation which requires the Atorney General's office to use
the State’s share of collections for welfare recipients and incentive payments to fund the
program. Currently, the State has over 2,000 child support workers. Texas has made
significant improvements in program performance including paternity establishment, and
collections.

The opitons under this category identify where child support services/functions are performed
within the State, The options are: child support functions performed at locations throughout
the State, collection and distribution functions performed at one location and all other child
support functions performed at varicus locations throughout the State, and all child suppont
functions performed at one location. Each option below assumes the establishment of a
central registry of cases accessible to all Swate child support offices and o other States.

1. ALL FUNCTIONS PERFORMED AT LOCATIONS THROUGHOUT THE STATE
EXCEPT SOME DISTRIBUTION - Under this approach, the Stare child support
agency has offices located throughout the State. The State Central office distributes
ali child suppont collections assigned to the State as a condition of receiving
assistance. Each office performs all other child suppont functions; e.g., intake,
location, paternity establishment, and enforcement of support obligations, coilection of
support, and distribution of non-AFDC collections 1o the family.
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Advantages:

Reduces fragmented organizational structures.

Permits use of existing local infrastructure.

Lowers the cost per case in providing child support services because
fragmentation is reduced and services are delivered more uniformly,

Lowers the cost of automated systems because maintenance would be required
on fewer communications lines and systems security would involve fewer
locations.

Provides clients local access to services and information on the status of their
case.

Allows NCPs to pay support at local offices.

Facilitates the transfer of local staff working for agencies that perform child
support services under a cooperative agreement or other arrangement; e. g.,
Clerk of Court, District Attorney, or local county agency; thus preventing the
loss of program expertise.

Maximizes opportunities to co-locate child support with local AFDC, food
stamps, and medicaid offices.

Disadvantages:

Structure currently lacking in most States.

Significant investment in current system lost.

Operating costs still high in most States because functions are decentralized
and services delivered from a large number of local offices.

Program effectiveness still highly dependent on the attributes of each local
office, including the skills and commitment of local management.

The larger the number of local offices the more difficult it is to ensure
effective communication and uniform provision of child support services.
Loss of experienced workers from local government or contractors who are
not hired by State or elect to transfer to another local job to retain benefits.
Opposition from local agencies and officials who are reluctant to relinquish
control of child support functions, such as the payment of collections to the
Clerk of Court.

The difficulty of obtaining any needed State legislation to transfer child
support functions.

Lead-time required to transfer child support functions to the State child support
agency dependent upon the effective date of necessary State legislation,
functions to be transferred, the degree of automation, and caseload.
Regional structure currently used by many States to administer public
assistance programs not consistent with the child support program’s need for
direct line authority over local child support staff.

11
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ALL FUNCTIONS PERFORMED STATEWIDE EXCEPT COLLECTION AND
DISTRIBUTION - Under this approach, the State child support agency has offices
located throughout the State. Each office performs all child support functions: e. g.,
intake, location, paternity establishment, and establishment of support obligations,
except collection and distribution.  Collection and distnbution functions would be
performed at the ceniral office of the State child support agency.

Advantages:

. All advanuages listed under ALL FUNCTIONS PERFORMED AT
LOCATIONS THROUGHOUT THE STATE EXCEPT SOME
DISTRIBUTION except number 6.

. Economies of scale for centralized functions which, in tum, allows logal
offices 1o focus more staff and time on direst client serviges.

. Consistency and uniformity of centralized functions.

+ Increases State capability to distribute all child support collections at the same

time each month in an efficient, effective, timely, and uniform manner through
a centralized statewide system.

* Cash handiing and accounting functions more likely be separated due to
volume of collections which decreases the opportunity for fraud and
misappropration of funds,

Employer withholdings sent to one location,
NCPs with suppont orders in more than one county required to send payments
o one location.

Disagvantages:

. All disadvantages listed under ALL FUNCTIONS PERFORMED AT
LOCATIONS THROUGHOUT THE STATE EXCEPT SOME
DISTRIBUTION.

NCP not able to pay support in person at a local office.
Paymenis to non-AFDC families precluded until after the distribution run,

ALL FUNCTIONS PERFORMED AT ONE LOCATION - Under this approach, the
State child support agency has one office which performs all child support functons;
e. g., intake, location, patemity establishment, establishment of support obligation,
collection, for the State. A minor variation of this approach could be the
establishment of small offices in selected locations throughout the State to perform
intake and provide clients with a local contact to oblain or provide information about
their case.
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Advantages:

*

The first, third and founth advantages listed under ALL FUNCTIONS
PERFORMED AT LOCATIONS THROUGHQUT THE STATE EXCEPY
SOME DISTRIBUTION.

Economies of scale maximized which lowers operating costs 1o the maximum
possible exient,

Staff communication, training and supervision enhanced due to the lack of
geographical separation.

Legislative mandates and changes to the program easier and less costly to
implement,

Disadvantages:

*

All disadvantages listed under ALL FUNCTIONS PERFORMED AT
LOCATIONS THROUGHOUT THE STATE EXCEPT SOME
DISTRIBUTION except numbers 3, 4, 5, and 10.

Costly and difficult to impiement in States where child support services are
now available and provided by local offices throughout the State.

Clents required to apply for child support services through the mail unless
they travel to the central State child support office which may be a long
distance from home, The varation discussed above would significantly reduce
this problem.

More difficult to be responsive to clients because contact with the client i3
infrequent or never ocours,

Loss of program expertise due to the inability of local staff to transfer and
rejocate 1o the central office of the State child support agency.

Resisiance from localities and the political establishment to such a radical
change in program operanon.
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ATTACHMENT A - Summary Q;f CSE regulations on organizational structure

Federal law and the implementing regulations require that there be a single and separate
organizational unit in each State to administer the title IV-D program. Federal regulations
reqquire the following: The separate IV-I) agency may be located within any State agency,

- including the same agency responsible for the IV-A program, or it may be established as a
new State agency, The IV-D agency is so!ely mpeizsibic and accountable for the vV-D
program and all of its functions even though it is not required to perform all functions

- directly. However, if the IV-D agency delegates any function(s) to any other entity, it
retains vitimate responsibility for making sure all delegated IV-D functions are carried out in
accordance with Federal requirements.

The regulations also outline organizational and staffing requirements for IV-D agencies. The
organizational structure of the IV-D agency must provide for the administration or
supervision of all of its required IV-D responsibilities and include clearly established lines of
authority. More specifically, the organizational structure and staff levels must be sufficient
to fulfill the required State level functions outlined in regulation. Further, the organizational
structure and resources at the State and local level must bc adequate to administer all other
support enforcement functions,
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Privatisation of Child support Enforcement Services

Executive Summazy

This paper considers the viabllity, In the context of welfare
raform, of the small but growing phenomenon of privatizing chila
. support services. Privatization of child support enforcement,
for the purposes of this paper, is contracting, by the FPederal, a
State, or a county government with private firmg to provide a
specific gecgraphic area with one, several, or all of the
pervices normally provided by a Child Support Enforcement (title
Iv-5) agency. .

Privatization fs increasingly of interest to States because it
offers a wmeans of improving services without adding euplovees to
Btata payrolls and of reconciling demands to improve the
efficiency, cost effactiveness, and productivity of child support
programs in the face of shrinking rescurces. C{ontractors Have
been egually interested., 8States represent a large narket for
various types of contractor expartise-~almost $2 billion in
Federal and State funds were spent on c¢hild support enforcement
sarvices in FY 19%2.

To date, privatization has fallen into two categories:
privatization of one or multiple services, but not all services,
and complete privatization of all IV-D services. The option to
privatize & single or multiple services has been avalilable alnost
as long as the IV=-D program. Examples include the provision of
lockbox, location and collection services, casework, and service
of process. More recently, some States have contracted for the
provision in subsections of the States, of the entire range of
IV-D services. As with the privatization of just a few services
previcusly, initial results from efforts to privatize sll
services have been encouraging: in Tennessee’s 10th Judicial
District, for example, collections in the first year were up by
over 44 percent.

Regardless of the type of privatization to be undertaken --
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whether for all services or 4ust a subsat «- three sets of issues
and problems should be addressed: (1) why privatization should
be considered at all and whether it is feasible in a variety of
gettings: {2) whether States can provide the necessary inputs for
and sufficiently streamline the procurement process; and, {3)
potential long term problems.

Privatization haa many advantages, and is worth considering.

. 1t is particularly effective for States experiencing resource
problems, and for those where the legislature is willing to
allocate money, but not additicnal staff, to IV-D programs., With
contractor staff providing services, State payrells do not need
to be incresged. At the same time, training, benefits,
developmental activities, and technolegical advances can be built
into the overall cost of the contract, ganerally at a net cost
which does not graatly exceed what States are already paying.
Moreover, higher costs attributable to privatization may well be
offsaet by gains In productivity, higher collections and lower
costs from welfare avoidance. Other advantages includa:
performance and ¢ustomer service prientations, management and
technology expertise available from contractors, ability to
respond quickly to changing caseloads, and more flexible use of
personnel and techneology.

However, privatization’s advantages must be balanced against a
range of questions that remain, in large part because there is
little experience with privatization in a varisty of settings.
Open questions Include: privatization’s effectiveness in larger
geographis and/or functional areas; the capacity of firms to meet
demand with quality service; contractors’ ability to offer
coppetitive costs over ¢time; how ¢lose contractor management oan
remain to line operations; and whether privatizing will lessen or
further increase existing fragmentation of the child support
system.

privatization will also be more or less effective depending on
the procurement process. Privatization will not work well if the
State or county cannot detail the responsibilities of the asgency
and the contractor, the standards and requirements the Contractor
is subject to, reguired ocutput and its format, and the means of
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anforcing the contract.

In the long term, & number of issuas are relevant, and need to be
explored further. First, it will be lmportant to maintaln
competition. This keeps costs reasconable, and facilitates
transition if s contractor is performing poorly. Furthsr,
competitors are likely to encourage contractors to maintain high
performance. Second, ln privatizing, a IV~D agency must be awvare

. of hovw privatizing may affect the fiow of work in the State. If

‘one or several services are improved while others are not,
overall services will be limited by tha least efficlent link in
the process. Third, mesasures need to be developed to insure that
services provided through privatization remain effective and cost
efficient. Finally, lzportant issues of confidentiality of and
access to child support information must be addressed.

Given all of these potential concernsg, the feasibility of
privatization as a national, a Statewide, or a large urban area
strategy is unclear. 1In the context of restructuring chilag
aﬁpg&%t, this may argue for pursuing a gradual expansion of
privatization and a sirong program of Federal technieal
assistance and training so mistakes are not repeated. In the
short run, this could involve starting with functional areas
particularly well~suited to privatization and gradually expanding
to complete privatization., States should also carefully consider
running a pilet before undertaking fullescale implementation. A
pilot helps a State to avoid the negative publicity caused by
large scale problems and gives both the State and the vendor a
chance to woark ocut any problenms before full-scale privatization
is attempted. ‘

Taking all of these considerations into acoount, optiens could be
developed along the lines of the following directions:

© Demonstrations~-State Level. The Federal government could
fund demonstrations to test privatization’s effectiveness.

© Privatization at the State Level-~State Lead. The Federal
government can simply continue to support the existing
environment.



¢ Privatization at the State lLevel~~Federal lead. The
Federal government <ould take a proactive role to
accomplish privatization at the State level.

o Greatly Expand Privatization-~3tate and Federal levels. A
combination of the three options above.

o Privatization at the Faderal lLevel. Partial or complete
privatization could be explored should a restructuring
option be chogsen which gives the Federal government
rasponsibility for some oy all child support services.




vsrivatization of Child Support Enforcemsnt gervices

I. introduction.

The purpose of this paper is threefold. Yt will provide
background about, explore issues related to, and examine options
for privatizing child support services in the context of

. restyucturing the existing child support enforcement program.

Privatization of child support enforecament is contracting, by the
Federal, a State, or a gounty govermment with private firms ¢o
provide a specific geographic area with one, several, or all of
the services normally provided by a Child Support Enforcement
{title IV-D)} agency. What ptivatizuticn is not is the p:aviaion
of sarvices by private firms gdirect antedial pare
generally on a contingency fee baais, which are wntsiaa o! and
duplicate existing services avallable from the IV~D agency.
Typically, such services are limited to location ang collection.
For this paper, privatization alsc excludes activities which are
not ongoing, such as the development of automated systems or
training programs, &r which are not specifically ahild'snpyart‘
related, such as facilities management,

Privatization is currently a very small, alkeit growing
phenomensn. 8o why is it of interest to States? It’s an
intriguing means of improving services without adding employees
to State payrolls and of reconciling demands to improve the
efficiency, cost effectiveness, and productivity of child support
programs in the face of shrinking resources. States are facing a
range of intractable problems including lack of management
expertise, outdated technology, inflexible bureaucracies, growing
AFDC caselsads, frequent modifications of child support eorders,
regulatory change, and strict Federal performance standaxds.

In this environment, States and local governments have been
strongly motivated to consider alternatives like privatization.
Moreover, initial feedback suggests that private firms can
provide high quality IV-D services at competitive prices.



Contractors have been equally interested. States represent a
large market for varicus types of contractor expertise. In FY
1992, almost $2 billlion in Federal and State funds were spent on
¢hild support enforcepment servicea. Pilrms which can tap this
rarket by offering competitive alternatives to government-
provided services have the potential to achieve pubstantial
financial returns.

. Is privatization the wave of the future for States? It remains
‘too early to tell. While the privatization of single functions
bﬁqanoin the 2id=-1970’s, complete privatization is relatively
new, and neither have been subjected to extensive evaluation.
Should privatization be adopted as a formal strategy for
restructuring State child support enforcement programs? Again,
the answer is unclear. Yat given the interest in this approach
at all levels ¢of government and among contractors, it cannot be
written off for lack of hard data; rather it demands close
scrutiny and serious consideration.

Ir. Backaround.

States are pandated under title IV-D of the Sccial Security Act
to provide c¢hild suppert enforcement sarvices to all AFDC-
eligible cases and to any non~-AFDC individuals who apply for
ther. These IV-D services include paternity establishment,
location, order establishment, and the anforcement of support
okligations, including the collection and distribution of
gupport. Currently, States either directly provide IV-D services
through State staff, or contract for such services through
cooperative agreemants with public sector county, judieial,
district attorney, law enforcepent personnel, and/er private
attorneys.

States can also obtain some or all of their child support
services fron private pector firma. Wnile only a few States have
chosen to de so, their numbers are incrsasing. Included among
these States are Tennessee, Wyoming, Gecrgia, Colorado, Idaho,
Kebraska, New York, Vermont, Michigan {Wayne County),
Massachusetts, California (Los Angeles County} and Missouri.
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For now, States are learning which services to purchase and from
whom. ¥No clear pattern has emerged regarding the number, breadth
of, or geographic area for which the services are being sought.
Howaver, privatization efforts to date may be divided into two
categories: privatization of ene or multiple services, but not
all services, and complete privatization of all IV-D sarvices.

‘The option to privatize a single or multiple services has been
available almost as long as the IV~D program itself. Morxis
County, New Jersey contracted with a private company for lockbox
and collection services in 1976. Wyoming, since 1991, has had a
statewide contract with a local law firm to conduct all casework
{except intake) leading to the adjudication of paternity or
establishment of an order. Procedures include location,
gathering information and evidence, initiating URESA sctions
where appropriste, and providing litigation services. Missouri
is one of saveral States to privatize ssrvice of process.
Georgia completed a pilot study to privatize loecation. ¢

And the feedback from such efforts is largely positive. 1In
Missouri, successful service of process has jumped from under 50%
te 80% and remained cost affective; contractors, on average,
charge $21 per actual service, while the fee per attempt by a
sheriff’s officte wag $20. Initially, privatizing saved Morris
County, New Jersey over $9,000 annually.

Such privatization say be particularly useful, for it draws upon
the expertise of companies in areas in which the IV-D agency nay
have far less experienca and for which specific knowledge of the
IV-D systen is less crucial, This is especially true in the area
of lockboxes and c¢ollection gervices, Similarly, by privatizing,
a IV-D agancy may de able to obtain more advanced technology than
would otherwise be available to the State. Thus, by privatizing
certain discrete service areas, s IV-D agency can target its
personnel and other scarce resources to services reguiring in-
depth knowledge ©f the Child Support Enforcement program, Not
surprisingly, many States” initial efforts have focused on
privatizing & single service, while expansion to the
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privatization of al)l services occurred much later.

Complets privatization vf all services is a relatively new
phenonmenon. To date only two States have contracted for all of
thelir IV¥-D mervices, and in these instances, this has been
limited to discrete geographic areas within these States.
- Tennessee completely privatized one of its Judicial Districts
beginning in 1991, and in the near future will have expanded this
effoert in three additional Districts. Services are beaing
provided by twe national firms, each of which has been awarded
contracts for all services in two separate Districts. YNebraska
also recently privatized all of its Douglas County {(Umaha-ares)
IV-D services. In thisg case, the Clerk of the District Court
will perform all collections and distributions and a single
private firm will perform all other services,

Despite the lack of -formal evaluation of such efforts, early
results are encouraging. In Tennessee’s 10th Judicial Districe,
for example, cellections in the first year wers up by over 44%,
while funding resources invasted in the program increased by
nearly 90%. ‘

Moreover, performance results can be build in directly to a
private firm’s contract, linking remuneration to the firm’s
ability to produce specified cutrcomes. Thug, firms can be held
accountable for results which can pass tha IV-D audit
requirements. In defining these outcomes, States have the
flexibility to express performance results as multi-year goals,
to reguire objective, measurable sutcomes as opposed to
subjective ones, and to specify key facets of performance {(e.g.,
case volume, guality/accessibility and tinmeliness of service,
efficiency/cost of administration).

Despite the attractiveness of privatizing all 1v~D services,
neither Nebraszka nor Tennessee initially chose this approach by
design. Tennessee stumbled upon privatization when some of its
existing providers failed to adeguately provide or chose not to
continue providing services. Similarly, in Nebraska

8




privatization was the only feasible means of regponding to the
recoamendations in & report reviewing the operastions of the
previous Douglas County IV-D system. In fact, despite its
gatisfaction with the privatization of Douglas County, Nebraska
has no ixmediate plans for furthar privatization.

Ii1.

‘Regardless of the type of privatization to be undertaken =-
whether for all sarvices or just a subsel —— tha key
considerations are the same. Three sets of issues and problens
should be addressed in considering privatization as a
restructuring alternative. These include: (1) why privatization
should be considered at all and whether it is feasible in a
variety of ssttings; {2) whether States can provide the necessary
inputs for and sufficiently streamline the procurement process;
and, {3) potential long term problenms.

+

re Privatice or Bot?

Por Biates or counties with adequate staf?f and regources which
are perforning well, there way be no reason for ceonsidering
privatization. Howsver, such a situation is not universal. In
particular, there ip a reluctance among many governors and
lagislatures to asupand program staff to adequats levels if it
means increasing the sige of Stats government by adding to State
payrolls. 8imilarly, in many States, it is difficult to obtain
fundg for enhancing productivity, including training, long range
planning, and technology. This situation is not 1ikely to
improve in the future, as 8tates resourcas are expocted to
centinus to shrink.

Privatization is a good response to these types of problems, and
especially o legislatures which will allocate money, but no
additional staff, to IV~D progranms.
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wWith contractor staf? providing services, State payrolls do not
need to be increased. At the same time, training, bensfits,
developmental activities, and technological advances can be built
into the ovarall cost of the contract, generally at a net cost
which does not greatly exceed what States are alyeady paying.
Morecover, higher costa attxibutable to privatization may well be
effset by gains in productivity, higher collections and lower
costs from welfare avoidance.

':”Privatization also offers other advantages:

o psrformance-orientation instead of process~orientation;
¢ customer service orientation:

©® management and technology enpertise;

o ability gatraspond quickly to changing caseloads and
raguirenents;: and,

¥

. more flexible usage of personnel and technology.

Despite thaze many potential benefits, privatization remains
relatively untried. Projects currantly underwvay are relatively
small in scale and too few in nunmber and too new to provide a
s0lid basis for evaluation. However, gliven the potential
kenefits of privatization, it remains an option worth further
exploration.

At this time, the viability of extensive privatization remains
unclear. Open questions include:

o Scope. Most of the privatization efforts to dats have
inveived small geographic areas and/or limited functional
araas. The private companies have worked with small
staffs, usually including the displaced IV-D workers.
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This reduces the initial learning curve, ss wall as start-
up costs. As contractors expand their scope beyond these
initial efforts to larger, or more complex situations, it
ia unclear whether their initial successes will continue.

' 3 _Access No one knows how many firms -
aspeaially stata and loeal firms - are providing IV-D

saivices to States. Nationally, thare are at least three .
tirms which currently have units specializing in child

support enforcement services. Other national firms offer
generalized managament consulting and data systens

services. State-gpecific firms, including law firms and

even collections agencies, have alss bid for contracts, as

have various smaller and/or local firms and organizations.

In the majority of casas, however, the firms are still &
relative newcomers to chlld support enforcament, many
having five or fewer yvears experience., While capable of
handling the current projects, it is unclear how rapidly
these firms can expand their capacity and still retain
their edge in areas like customer service and performance
orientation. o¢On the other hand, access to this market
appears relatively open, and additional firms should be
able to gain entry. A concern, however, is that firns
trying to get in for the first time will be less committed
to observing all of the child support enforsement
reguirenents and serving more difficult cases.

o AT

Cost. Cost reflects competition and risk. In the small,
less complex privatization efforts to date, there have
been approximately 1-6 qualified bidders. Further, each
project bid first assembled detalled specifications for
contractors. By reducing the number of unknowns the
contractor had to address, less margin for error (risk)
had te be built into the contract, holding down costs. As
privatization spraads to jarger, more complex projamtsf
there may be fewer qualified bidders. It is also unclear
if specifications can be detailed enough to limit risk
sufficiently. Either of these factors conld result in
higher costs,
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¢ Political sonsiderations. Political considerations could
infiusence the willingness to privatize. First, State

officials may be concerned about using a single contractor
for extensive services given the predicament that would
result if the contractor went out of business or no longer
was providing acceptable services. Second, a fragmented
system with several political offices already providing
services has many parties potantially opposed to any
changes. Likewise, within a more centralized system, the
bigger the geographic area and the more services the
privatization encompasses, the more interested parties
will be affected. Either scenario may provide enough
opposition to render privatization politically infeasible.
rinally, child support agencies could face political
pregsure o award contracts to contractors who may or may
not ke qualified or to other State agencies such as State
colleges and universities.

istanc om Line erationg., Familiarity with line
eperations enhances management decisions. Projects to
date have involved gmall jurisdictions, with direct top
ranagement invelvement. If project management becomes
pore diffuse {(e.g., contracts are expanded Statewide in
large States or let at the Federal level), thiz intinate
knowledge of local operations could easily be lost,
possibly with negative implications.

PisLAnGes 'TOR Line Une

o FPragmentation. Privatization ¢ould further fragmant a
system that already invelves multiple branches and levels
of government. The existing complicated organization
hampers program effasctiveness, and the additional
fragmentation which privatization causes could vitiate the
very efficiencies which make it attractive in the first
place. Horeover, in the context of moving toward both
further centralization within the Child Support
Enforcement Program and child support assurance, such
fragmentation may be particularly problematic. However,
as of yet any fragmentation caused by the privatization
effort in Tennessee has not been &isrupﬁiva. The
different contractors are working effectivaly both with
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each cthar and the varicus government agencies fnvolved in
tha IV-D progranm.

© Rata Convermion. The State must decide who will be
raegpontiible for data conversion and clean-up and how both
0ld and now Aata and/or cases will be phased into the
contractor’s systen or domain of responsibility.

. Can Staten ¥aks the Process Work?

Privatization will not work well if the State or county cannot
detail the responsibilities of the agency and the contractor, the
standards and reguirements the contractor is subject to, reguired
ocutput and its format, and the means ¢of enforoing the contract,
States must also be able to provide information about caseload
for which contractors will be responsible to contractors prior to
the submission of bids.

Information ls conveyed t¢o the contractor in the Reguest for
Proposal (RFP}. The RFP should also include information
regarding performance sbtandards, monitoring and oversight,
penalties for non-compliance, and the process by which services
are to be completed. Any constituticnal limitations imposed by
State or the Pederal Constitution should also be reflected in the
RFP.

Contracior concerns ¢an be addressed at the front end If States
schedule a bidders’® conference to discuss the contents of the RFP
and any issues that interested bidders may have.

To do this, States must have completely thought through these
questions in the context of the whole program and its operations.
Some States have been unsble to do this. For instance, Virginia
sought bids to privatize areas of Northern Virginia and Richmond,
but withdrew its reguest when it was unable to answer guestions
regarding reguirements. The ewxpansion of privatization to larger
service and geographic areas may depend on how well States can
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identify their own needs and how well they can convay them to

interested bidders. Without detailed specifications, States will
experience a higher risk of dissstisfaction and unacceptable : ‘I'
products, especislly if ‘contract pericds are multi-year.

puring the privatization decision process, 1t is critical for the
Iv-D agency to involve top managers and to maintain a dialogue
with front line IV-D workers who are freguently concerned abosut

. job pecurity, changes in benefit structure, and change in
"general. It should be stressed that in most cmses the displaced
Iv~D workers are hired by the private contractor or given new
positions within the IV«D or cther soclal service agency. 1In
fact, many contracts mandate that the contractor hire existing
Iv~D staff.

For privatization to work, the period of time required to bring
on a contractor cannot be excessive nor can biddfrs be able to
stall the process with protests and objections, Most States
vhich have successfully privatized have regquired six months to a
year te bring on a contractor, although some contractors have .
been brought on in shorter pericds. The length of time between
issuance of the RFP to the signing of the contract must be taken
into consideration when planning the privatization effort. Time
must be allocated for writing the RFP, publicizing its
availability, a bidder’s conference, the submission of bids,
evaluation of the bids, negotiation of the actual contract, and
for the new company to set up shop. Thus, more complex contracts
are likely to require a longer lead time.

A related issue is the length of the contract. Currently, many
States cbtain services through annual cooperative agreemants.
This period, however, is insufficient for a contractor to come up
to speed, establish itself, and still recoup its investment. 2s a
result, States like Tennessee have contract periods of as long as
five years. While this makes the project more attrsctive to the
contractor, it also locks the State into a longer term
arrangement which may ultimately become prablématic. As
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contracts expand in terms of scope, thie issue may pose a greater
concern for both sides.

Magnifying these problems i the fact that the IV~D agency has
1ittle to no control over the bidding process it must follow.

The bidding regulations and requirements wera not formulated with
the IV~D program in mind and may need to be changed so they are
better suited to Child Support privatization.

‘lLeng Rengs Problems

One State which privatized emphasized that compatition must be
paintained or problems may arise in any of throe arsas:

o wost. Reduced compatition s likely %o raisa costs,
particularly {f a State comes to rely on a single
contractor. By fully recompeting on a regqular basis, a
greater pool of knowledgeable contractors ¢an be
sustained.

0 Zransitions. States experimenting with privatizing
sugyest that relying on a single contractor, particularly
at the State level, could result in significant problens,
Should a contractor fail or decide not to renew the
contract, there is no one available to step in and ingure
continuity of service. Rather, States may want to involve
geveral contractors in their privatization efforts. In
this way, competition will be maintained, thereby reducing
costs. Mareover, alternatives will exist should a State
decide that a contracter’s performance is unsatisfactory
or should a contractor decide not to renew.

It a state decides to change contractors, further problems
would have to be resolved. These include whether or not
key staff could be transferred to the incoming contractor
and how to transfer rescurces and information in an
orderly fashion. Coordinating the transition between two
firms is difficult. It may be achieved in one of two
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ways. Elther the first firm shuts down and then the
sacond one sats up shop or they run psrallel services.

The first invelves & service lag, while the second is very
costly. The type of transition must be considered when
deaiding whan to begin the bidding process and estimating
the cont of tha contract.

Finally, having made the decision to privatize, a State
way bave difficulty in subsequently returning te direct
provision of services. Given the many difficulties which
would have to bhe overcome, the initial decision to
privatize becomes aven more significant.

¢ Performance. As an agency becones dependent o a single
£irm, the mpotivation for the firm to do competent work
decreases, Counpetition would tend to promote higher
standards of customer service and programmatic resulis,

Howeveyr, competition pay be hard to paintain, for firms who win
the initial contract will have an advantage in service and
bidding experience over any potentlial newcomers.

2. Insuring Coordination

In deciding an area to privatize, the agency nmust be aware of how
privatizing that area may affect the flow of work. 1f one oy
geveral steps in the procegs are improved while others are not,
overall services will be limited by the least efficient link in
the process. Alternately, if a contractor falile, this could
create a bottleneck in the process. The inefficiencies
associated with any additional fragmentation are alseo a concern.
When planning for cecrdination, the State must be aware of any
archaic or illogical practices which may make the privatization
particularly problesatic.

To aveid long range problenms, the contradtoyis)’ interaction with
various requirements and centrallized systenms must be considered,
At a minimuz these include: the State’s centralized management
information system; the Federal Child Support Enforcement Network
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{CSENET) ; and the aﬁiiity to process interstate cases forwarded
by vther States.

Statas must algo avold contracts which involve duplicating
systems that already exist. Instead contractors should tap into
preaexisting databases. For exampla, a collections and
disbursement contract can invelve bullding a module which uses
the data in an existing State system, rather than building a

. whole naw gysten,

3. gQost Efticlency

Privatization needs to be tested for programmatic and cost
effectiveness. 7To do 8o, & clear measursment and monitoring
system should be incorporated ints the contract. States may also
need to establish an initial baselina against which subseguent
costs and performance ¢an be measired,

The cost implications of privatization are unclear. Although it
saves governsent FTE’s, it is not necessarily less expensive than
a government system. Privatizing may have allowed additional
resources te beé brought ints a program. In addition, private
workers often earn more than government workers and contract
turnover will require investmentsg in both infrastructure and
training. A service lag may result In costly audit penalties.
And although many of the long and short range problems can be
eliminated through monitoring and oversight, such cversight is
itself very costly. Persennel may need to be assigned to full-
time onsite monitoring duties. Such costs must be considered
when making the decipion to privatiza. Howeveyr, asdditional costs
zay be recovered in increassed incentive paymants for higher
collaections and audit penalty avoidance.

It is also not clear how long private firms c¢an generate
additional high levels of productivity. Although their enhanced
automation and flexibility may increage collections in the short
run by providing an efficient means of coping with the backloy of
cages, it is unknown if they will be able to handle difficult
cases eny more effectively than IV~D staff workers.
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4. Jpsuzing Confidentiality

¢hild support agencies may use State and Federally maintained

data to which other government agencies, including law

enforcenant agencies in sonme cases, arve denled accass. Usae of

this data is governed by stringent privacy rules, which tightly

control access.  Privatizing child support services would make

. this data and its use available to private firms, creating the
‘potential for significant problems. These include:

o PData Qwrershin. 7The State must decide whﬁ_awns and
controls the data, who is allowed access to it, and who is
responsible for updating it.

¢ Data Misuse. Among the possible issues are how to prevant
a private agency, for essmpla 8 collection agency, from
using its access to State and Federal data to pursue its
non-child support cagses: what would happen 1f private
agencies pnld State or Fedaral data; whether or not third
parties would be in a2 position to oktain access through
private firms: vhether existing data could be altered
without authorization; and how agencies would be audited.

¢ Sangtions. Penalties would need to be formulated for
private sector firms which illegally or inappropriately
usaed State and/or Federal data and an agency would need to
be designated to prosecute offenders.

Given all of these potential concerns, the feasibility of
privatization as a national, a Statewida, or a large urban area
strategy is uncleay. In the context of restructuring child
support, this may argue for pursuing a gradual expansion of
privatization and a2 strong program of Federal technical
assistance and training so mistakes are not repeated. In the
short run, this could involve starting with functional areas o
particularly well-suited to privatization and gradually expanding
to complete privatization.
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Further, while privatizing certain functional areas may be
feasible, the feasibility of complete privatization is also
unclear. The larger the geographic scope of privatization
afforts, the more crucial all of the issues discussed above
become. It is posaidle for a State to have so much invested in a
large project that it would be unable to cancel it if the
contractor falled to meet performance or other standards. Thus,
regardless of the type of privatization under consideration,

. States should carefully c¢ensider running a pllot bafore

" undertaking full-scale implementation. A pilot helps & State to

avoid tha negative publicity caused by large scale problems and
gives both the State and the vendor a chance to work out any
problems bafore full-scale privatization is attempted.

In considering the options for privatization within the context
of restructuring the child support enforcement program, one of
twoe positions may be taken. Filrst, the use of privatization
could be greatly expanded. IV-D agencies could be mandated or
encouraged to phase in the use of private fizrms to aid
automation, take advantage of economies of scale, and centralize
services, FPrivate firms could be encouraged to participate by
awarding them "franchises® to completely serve all individuals in
need in a given gsographic area, and by providing sufficiently
long contract periods to make their investments worthwhile.
Second, & “wait and see" attitude could be adopted.
Privatization gould be allowed to develop on its own or a series
¢f demsnstrations could be undertaken.

The options vutlined below are consistent with all of the
restructuring options discussed in the option papers.

The Federal government could fund demonstrations and evaluations
to test the effectiveness of privatization options. Based on the
results, training, guidebooks, regulations, and recommendations
for future privatization could be formulated.
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This 1s essentially the currsnt situation. States have the
flaxibilivy to privatize the services thay see fit gubiect to the
regulations which cover IV-D activities, The Federal government
could also actively work as requested to provide technical
asgistance and training and to promota privatization., However,
in this case the State is ultimately responsible for the

.- privatization effort.

The Federal government mandates or strongly encourages the States
to privatize all or some of their service areas. The Federal
government takes a proactive rolas, providing technical
agsistance, training, and suggested practices. Such an approach
gcould force States to make use of economies of scale and to
target thely staff rescurces on services which require the most
Judgement and expertise. States could also be required to
privatize certain functions when their parforpance does not meet
minimun levels of acceptability.

Options could be explared which support some combination of the
three approaches above. The goal would be to significantly
increase privatization to maximize the benefits it provides.

This could invelve the privatization of a subset of IV-D services
or the complete privatization of all services nationwide,

Partial or complete Federal privatization could be explored
should a restructuring option be chosen which givas the Federal
government responsibility for some or all child support services
{e.g., & natienal registry, collection and distribution )
functions). This could invelve either one or multiple
contractors. In & federalized system, privatizing certain
gentralized functions such as c¢ollections and distributions could
taxe advantage of economies of scale and alleviate interstate
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gifticuleies,

V. HNeed for Further Studv.

Privatization is a vralatively new phenocmanon. There is little
experience on which to evaluate it and, to our knowladge, no

- formal studies have been completed. Conseguently, in order to
evaluate potential options, the issuves and concerns ralsed

.- sarlier in this paper must be further explored.
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Appendix A

falactad IV-D Privatization Efforts

State Activity

GA locate (pilot) E

TN complate privatization of 4 Judicial Districts

wyY all services leading to paternity or order
establishment except intake

MO service of process

E KB all services in ﬁaugias County

€A 1A County -~ paternity blood testing, interim
sutomated billing system (until the county-wide
gystem is up), banking and court trustee functions,
supplexental locate services, service of process

co esllections and disbursement

MA collections l

" MI 1 county == locate

N3 Merris County ~= lockbox and collectlon services

MD Prince George’s céanty == lockbox and collections i
services

NY Hew York ciﬁy ~= lockbox services

NI Hudson County - lockbox services

AR tittle Rock == deposits, collections, distributions
tor Non«AFDC cases

PA York County == bank used for AFDC payments

Ca San Francisco County -~ lockbox services
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THE INTERNAL REVENUE SERVICE AND CHILD SUPPORT ENFORCEMENT
EXECUTIVE SUMMARY

The Internal Revenue Sexvice {(IRS) is currently involved in the
child support enforcement program both as a source of valuable
information to agsist in locating noncustodial parents, thely
assets and theiy place of employment, and as a collection
authority to enforce payment of delinguent suppors gbligations.
In FY 1992, well over one-half of a pillion dollars was collected
by the IRS on behalf of over 800,000 child support cases.

Because of the success of this partnership and the perceived
success of IRS tax liability enforcement efforvs, c¢hild support
advocartes are lncreasingly calling for a greater IRS presgence in
the child support enforcement program, arguing that payment of
support should be as automatic and universal as payment of taxes.
The President, Lo, has voiced support for increassed IRS
invalvement in collecting delinguent child suppor:.

In response, this paper addregses how the IRS could play a
strenger role in the enforcement of child support. Examined, is
the current relationship between IRS, HHS and the State and local
child support enforcement agenciss and optiong for furxther
enhancement and expansion.

The options provided are separated into twd gedtions based on
scope and intensity. The first set build upon programs which
have proven to be effective. The key programs in which the IRS
currently participates are: the Federal Parent Locator Service
{FPLS), Project 109%% {asser and employment identificarion}, the
Federal Tax Refund Offsec Program and the IRS Full Cellection
Process. While these programg, on the whole, have heen highly
sucgeasful and continue ro serve as fundamental components of the
national child supporr anforcement effort, as offered in this
paper, they could be significantly expanded or improved.

The options explored for improving the effectiveness of the
current partnerahip include:



1. Expanded availability of tax refund offset services,
equitable treatment of cases subject to this service and
publicized availability;

2. Expanded use of tax return information for child support
enforcement purposes and exchange of information by IV-D
agencies with the IRS; and,

4, Expansion of the Full IRS Collection Process -- both a
modest expansion aimed at providing a deterrent effect and a
more comprehensive expansion are explored.

The options included in the second group are more extreme and

thus may appear to offer a greater impact but, unlike the first

group, do not come without issue. .At some point most have been
included in proposed legislation and have received some level of
support from the child support community. While they appear to
be far-reaching, there is virtually no informaticn about the
actual number of non-custodial parents who ignore their child
suppcrt obligatieons but not their tax liability but have also
manaced to escape the full array of State enforcement techniques.

The cptions explored in this section are:

s T
1. Maintenance of child support data by the IRS to suppert a
national directory of new hires;
2. IRS responsibility for enforcement of interstate cases;
3. Collecticn of past:due support through tax returns; and,
4, Collection of suppcrt by IRS through the tax withholding

Vrocess.

Finally, this paper ends with a discussion of transitional and
resource issues, including suggestions for their treatment.



i. BACKGROUND

The Internal Revenue Service [(IRS}) is currently involved in the
ohild suppert enforcemant program both as a source of valuable
information ro assist in locating noncustoedial parents, their
aggets and their place of employment, and as a collection
authority to enforce payment of delingquent support obligations.
The history of IRS involvement in the child support enforcement
program has been continuous, and has expanded steadily, since the
enactment of ticle IV-D of the Social Securicy Act {the Actl in
197%. Most nctable has been the involvement of the IRS in
collecring past-dua support through the Federal income tax refund
offgatl pregram. In FY 1932, well over one-half of a billion
doiiars was collectaed by the IRS on beshalf of over 800,000 child
SUPPOrL Cases.

Clearly, the IRS has the potvential to be a powerful and imposing
ally in the continuing'battl& to enforce payrsntal cbligations.
The vast majority of noncustodial parents, whether they pay their
child support or not, cannat avoid their tax iliabilities. I
they work for wages or salayy, their employer withholds taxes and
reports income Lo the IRS. If they have savings or investments,
buy or sell properiy, have a pension or retlirement _acgount, eto.,
the IRS receives information annually. If an individual fails to
file & tax return or pay raxes owed, the IRS iz diligent and
generally successful in tracking down the taxpayer and enforuving
the cbligation (overall full-pay rate for individual master file
cages for October 1982 - May 19%3 is 22%). There may also be a
significant psychological advantage to smploving the IRS as an
enforcer of support debis.

Bacause of these advantages, whether real or perceived, child
support advorates are increasingly calling for a greater IRS3
presence in the child support enforcement program, arguing that
payment of support should be as automatic and universal as
payment of taxes. The President, too, has voiced support for
increased IRS involvement in collecting delinguent child support.

In response, thig paper addresses how the IRS could play a
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stronger role in the enforcement of child support. Examined is
the currsnt relationship between IRS, HHS and the State and local
child support enforcement agencies and eptionsg for further
enhancement. and expansion. The options provided are separaved
into two sections based ¢n scope and intensity. The first set
build upon programs which have proven to be effective. The
options included in the sscond group are more extreme and thus
may appeay o offer a greavsr impact but, unlike the first group,
4¢ not comg without issue. Finally, the paper concludes with a
discussion of transiticnal and resource igsues, including
suggestionsg for their treatment.

II. CURRENT ENVIRONMENT

The key programs in which the IR currently participates are:

the PFederal Parent Locator Service (FPLS), Project 1099 (agset
and employnent idencificarion), the Federal Tax Refund Offset
Program and the IRS Full Collection Process. While these
programs, on the whole, have been highly successful and continue
to serve as fundamental components of the national child support
anforcement effort, as offgred later in this paper, they could be
significantly expanded or lmproved,

A, The Federal Parent Locator Service

The FPLS is a computerized national parent logation service
operated by the Federal Qffice of Child Support Enforcement
{OCSE}. The FPLS receives cases from State and local child
support aéenai&& and forwards them on a weekly oy biweekly basis
w0 the various Federal and State agencies Lo obtain location
information. Inforymation is received from six Federal agencies,
including IRS, and 49 Srate Employment Securily agencies. Tax
return informatvion is cone of the most important and far-reaching
gources available for lccation of a noncustodial parent’s address
and soployment.

Weekly matches are conductad with the IRS masterfils to obrain
address and Social Security Number {88NW) information from the
most vecent tax return filed by the taxpayer. Duxing FY 1982,
the FPLS procesgssed nearly 4 million cases with over 2.8 millien
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cases being sent to IRS for addresses and 500,000 cases referred
to IRS for SSN's.

States are charged a small fee ($.70 per case) for use of the
FPLS for non-AFDC cases. This revenue covers a portion of OCSE’'s
administrative costs, including reimbursement of the
participating source agencies. IRS currently is paid over
$150,000 per year by OCSE for its participation in this weekly
match with its masterfile.

B. Proiect 1099

Since 1984 OCSE and IRS have also conducted quarterly matches of
‘absent parent names and SSNs (submitted by States}) with the Form
1099 and Form 1098 information submitted by financial
institutions, i.e. banks, =mployers, brokerage houses, government
agencies, etc., and maintained by IRS. These matches enable
child support enforcement agencies to identify the various '
sources of absent parents’ income, employment addresses and other
relevant information which may be useful in locating noncustodial
parents and their assets. During FY 1992, approximately 4
million cases were submitted by States to Project 1099.

R £
The IRS provides information for Project 1099 under the authority
of statute, which permits disclosure of return information to
appropriate Federal, State and local child support enforcement
agencies. As a condition of receiving this Federal tax return
information, the receiving agency must establish and maintain, to
the satisfaction of the IRS, certain safeguards designed to
prevent unauthorized use ©f the information and to protect the
confidentiality of that :nfcormation. In addition, the

information received f:r:= %5 may not be re-disclosed to third
parties. States must ::::7 :ndependently verify the information
before it can be used .» 1 -curt or administrative enforcement

proceeding or otherwise =2 i:sclosed.

C. The Federal Tax R2:und CTI{ser Program

With respect to direct =2nforcement of child support cobligations,
the IRS has been actively involved since 1982 in the interception
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of Federal income tax refunds for payment of past-due child
support. The program is a ccoperative effort of the IRS, OCSE
and State Child Support Enforcement agencies. The Tax Refund
Offset Program, accounts for approximately twenty percent of all
AFDC collections annually and over seven percent of all
collections.

In order for a case to be submitted for the cffset program, the
case must be a IV-D case. For AFDC cases, the amount owed by the
noncustodial parent must be at least $150 and the delinquency
must be 3 months or older; in non-AFDC cases, the amount must be
at least $500, the child on whose behalf such support is
collected must be a minor and, at State option, arrears that
accrued before the case became IV-D may be included. The State
is required to verify the accuracy cof the debt amount and to
provide the noncustodial parent with a pre-offset notice and
opportunity for review if the debt is contested.

Each year, Child Suppcrt Enforcement agencies submit to the IRS
(through OCSE) the names, SSNs, and amounts of past-due child
support owed by individuals. When the IRS processes tax returns,
it identifies returns of those who owe child support. If a
refund is due, all or part of the refund is retainegd_tg offset
past-due support. Spousal support may also be collected under
certain circumstances.

Since inception of the offset program, IRS has collected over
four-and-one-half billion dollars in delinquent suppeort, making
it one of the most effective and efficient enforcement remedies
available to child support enforcement agencies. During FY 1992,
over 3.5 million cases were submitted to the IRS, of which
737,254 AFDC cages and 2%4,435 non-AFDC cases were offset by tax
refund interceptions and 3643 million was collected., States are
permitted to charge up o $25 for non-AFDC tax refund offset
submittal. The IRS charges States (1993 processing year) $5.19
per case offset. If OCSE sends the pre-offset notice for the
States, an additional 5.22 per offset-notice is collected by HHS.

D. The IRS Full Collection Process




Another collection avenue available to State child support
agencies through IRS is the Full Collection Process. Through the
Full Collection Process, IRS provides State child support
agencies a collection mechanism when their attempts to recover
delinquencies have failed. Cases eligible for submittal must
have a court or administrative order, be at least $750 in arrears
and at least 6 months must have elapsed since the last request
for referral. The State must certify that further efforts on
tﬁeir hehalf would be unproductive, but that information
indicates there may be assets which the IRS can attach to satisfy
the debt. The IRS fee for this service is $122.50 whether or not
the collection action is successful (typically paid by the
custodial parent in non-AFDC cases).

Under current operations, the process is strictly manual.
Applications for full collections are forwarded by State Child
Support agencies to ACF regional offices where they are reviewed
to determine if the criteria discussed above are met. Each case
is then forwarded to the IRS Service Center for the district in
which the noncustodial parent lives. IRS assesses the child
suppert liability and sends a notice to the delinquent parent.
Once assessed, the IRS treats the case as it would a tax
liability. After 60 days, unless paid in full, the cage becomes
a taxpayer delingquent account and is assigned to 3 district
collection field function for collection. To resolve the
delinquency, a collection employee may receive full payment,
allow an installment agreement, levy property and rights to
property, offset tax credits, or close the case as currently
uncollectible because of hardship or because the taxpayer cannot
be located or contacted (and there are no assets to levy}.

Very few cases have been submitted for the IRS Full Collection
process. While there are currently about 450 open full
collection cases, only 136 new cases were certified in FY 1991.
IRS made 369 collections in FY 1991 totalling $327,500 {an
average of $887 per case). Only 30 new cases were certified in
FY 1992. While the actual number of cases with ccllections rose
to 4093, the total amount collected fell to $293,400 (an average
of $717 per case).



A pilot project currently underway with IRS will provide more
insight- into the Full Collection Process and how it can be.
improved. The purpose of the pilot test is to analyze the types
of cagses submitted by 8tates: o look closely at which cases
result in collections; and o analyze the naturs of the
enforcemeny acrion taken by the IRS. Under the pilet several
changes will be made in c¢ase handling. The IRS has waived the
$122.80 fee for the pilor cases; the arrearage threshold has been
increaged to $2,.580; and, States will not be required to documsnt
the enforcement actions they have taken.

Under the pilot, individuals who are gelf-employed or have other
significant miscellanecus income will be given particular
consideration. In additlon, States have been asked to give
priority to interstate cases. (Qf the 698 cases given to the IRS
. undey the pilot, 385 are interstate cases). Experience showy
thar such cases have the best prospects £or a successful cutconme
through the Full Collection Process.

'

ITI. DISCUSSION

Proponents of a greater IRS role in child support enforcement
argue that noncustodizl parents would have a8 much stronger
incentive to comply if IRS were the central enforecing agent.
Furthey, they believe that the experience the IRS has garnered in
collecting tax debts can be equally effective if applied to the
collection of child support. Accordingly, over the last seversl
years, a number of proposals have been put forth which would
provide the IRS with a significant role in the collection and
enforcement of child support. ’

Last vear, & c¢hild suppore reform proposal put forth by
Congressman Hyde and then Congressman Downey would have regquired
a very strong role for the IRS in c¢hild suppért eanforcement.
Under the working drafr, the IRS would collect suppert directly
from all noncustodial parents’ pay and distribute such amounts to
families. Crivics of such ilncreased involvement arygued howsvey
that there is no evidence that transfer of enforcement functions
zo the IRS would result in greater success in enforcing support
obligations, particularly with respect to those difficult cases
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involving the unemployed, underemployed or obligors werking in an
underground econony.

A Bush Administration initiative, Project XIDS, similarly would
have drawn IRS further into the child support enforcement
process., Under the propeosal, overdue child support would have
become a ¢ax liability. Delinquent noncustedial parentsg would
face stiff penalties and delinguent payments would be treated as
tax liabilities, collectible by State revenue agencies and the
IRE.

Congressman Hyde has introduced a bill this session of the
Caongress, the Uniform Child Support Enforcesment Act of 1%%83, to
reguire that the Internal Revenue Service collect ¢hild support
through wage withholding and through a tax reconciliabicon process
rather than through Stats znforczement efforts. A companion bill
was offered in the Senate by Senatoy Sheliby.

While not involving rhe Internal Revenue Servics in the direct
adminigtration of child support enforcement, several proposals
have been put forth in recent ysars which affect the tax
treatment of chilid support -- paid and unpaid,

A blll pending in the Senate last sesslon, introduced by Senator
Bumpers would have alliowed custodial parena& a bad debt deduction
for unpaid child support payments and would have reguired the
noncustodial parent to add such ampunts as ingome. A similar
bill was introduced bv Congressman Cox in June. Howsver, it is
worth noting that the ability to claim unpaid child support as a
bad debt may be meanin@less since most taxpayers affected by non-
payment of support do nat nave sufficient earnings to claim the
bad debt deduction.

Finally, at a recent n<aring on child support, Senator Dodd
indicated that he too w..! w2 offering legislation which, among
other things, will pr=v:iz for greater use of the IRS in
collecting support.

Cpponents of an increased RS role argue however, that although
the reputation of the 88 may indeed cause some absent parents to
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make payments, the reality is that the Federal tax system, not
unlike State child support systems mainly relies on voluntary
compliance. IRS has in the past raised concerns that such
voluntary compliance with the tax code may detericrate if debt
collection for other program or private debts, becomes a
prominent feature of the tax system.

According to a March 1993 article in the Los Angeles Times,
former IRS Commissioner Laurence B. Gibbs, has warned that such a
plan weuld merely encourage taxpayers to reduce their payroll
deductions (an argument which has been posed since inception of
the Federal Income Tax Refund Offset Program but which has not
come to fruition).. Mr. Gibbs 1s quoted as saying "We’'re one of
the wvery few countries in the world that has been able to make
withholding work. Once you take somebody’s refund...the next
year you’ll have to chase them."

Still others charge that the IRS is publicly viewed as a hostile
and punitive agency which will not facilitate the kind of
voluntary cooperaticn essential to child support success. In the
article referenced above, research director of the National
Taxpayer’s Union, Paul Hewitt, agreed and said, "There’s a strong
predilection in the United States against getting ths. IRS too
involved in people’s zZrivate lives.®

Further, States today have potent enforcement remedies equal or
superior to those of the IRS. They include wage withholding,
garnishment of wage and bank accounts, seizure and sale of
assets, reporting to cconsumer reporting agencies; the ability to
require posting of bonds and other forms of security; placement
of liens on the real and gersonal property cf noncustodial
parents; criminal and c¢:v:. contempt powers; and, State and
Federal income tax ref.ni :Ifset processes. Since unpaid
installments under ch:.: support obligations are already
judgments by operaticn :: Ztate law, they do not need to be
reduced to judgment, uni:xe delinguent tax obligations.

What the States clearly lack though, is the ability to easily
reach acrogss State lines. With estimates indicating that 30
percent of child support cases are interstate, this inability is
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not insignificant and may alone justify the call for increased
IRS involvement, particularly in these interstate cases.

Iv, QPTIONS

As indicated above, the IRS is already plaving a vital role in
the enforcement of child support. Unfortunately, the current use
of IRS' resources to aid in the establishment and enforcement of
support obligations is not without problems and could go much
further in addressing the ¢hild support needs of America’s
¢hildren,

The following options build on the current parcnership between
the IRS and child suppdrt. While in most cases changes in the
law and additional rescurces would be necessary, significant
benefita vo the c¢hild support community could be realized at
minimal cost and with minimal gransitional complications.

1. Tax Refund Offser Services

i

The Tax Refund Ofisst Program is currently available for IV-D
cases only. While any family may recelve [V-D services {and thus
nenefit £rom the tax offser program}, once applicaticon is made
the family is subject o all IV-D services and does not have the
ability to limit 8tate action. Howaver, a number of families who
do not otherwise need or desire IV-D services would benefit from
access Lo the tax refund offser service.

while some sxtent of Stare invelvement would still be necessary
for verification of rhe debs amount, notice to the taxpayer-
obligor of rhe refevral for offser and right to review, l.e.,
amournt of arvearage, the tax cffser program could be extended to
non-Iv-D families at limived burden to IV-D agencies or the IRS.
The IV-D program could be expanded to provide a tax refund
offger-only gservice gimilar to the locate-only service currently
available. Alternately, custodial parents or private attorneys
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on behalf of custodial parentg could be reguired to file an
affidavit of arrears and bhe given authority to certify cases for
offset (through the State agenoy).

An expanded fege syetem could be instituted to cover costs,
egpecially if States did not earn incentives on these collections
buk were required to incur extra costs., Substantial benefits
could be realized in terms of welfare avoidance and good-will
garnsred from the ¢hild support community at large.

As indicated previously, even within the IV-D program, the
current rules for submitting cases f{or Federal income tax refund
offsetr vary between AFDC and non-AFDC cases, with non~-AFDC cases
being provided unegqual access to this enforcement technigque in
two ways. Firgt, in non-AFDC cases the arrearage necessary Lo
qualify for rvax cffser (5500} is more than three times then that
for AFDC cases {§$150) . Second, past-due amounts sought in non-
AFDC cases must ke on behalf of a minor child. After a child
reaches the age of maijority in non-AFDC cases, this valuable
enforcement technigque lg lost for collecting past-due éapgarﬁi
including any arrearages which accrued while the c¢hild was &
mincr. There is no such limitation with respect to AFDC cases.
In additicn, the current limivation on offset for spousal support
in non-AFDC cases could be changed to reflect the authority
vested to collect sudeh amounts under title IV-D of the Bocial
Security Act.

Given the success of this program and the small expense involved,
thers appears to be no compelling reason for not treating the
support rights of all families equitably.

Publicize Avallability

The availablility of cthe Tax Refund Offset Program (whether
maintained for IV-D cases sxclusively, or expanded, az offered
above} could be promoted by the IR3. A brief description could
be included in the Form 1040 package of materials mailed annually
to every taxpayey, sxplaining procedures and providing
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information on the availability of IV-D services. Many do not
know the procedures to take in order to have the non-custodial
pareat’s refund offser. This would ensure that parents most at
risk of needing child support services are aware of how they can
be obtained; signify the Federal government’s seriousness about
child support;: and, serve as a potential deterrent to some
noncustodial parents from becoming delinquent in their support
duties.

Alternately, it might be possible to conduct a direct mail
campaign which targeted single naxpavers with dependents, e.49.
these who file as "head of nousehold® or as "married filing
separately” and list minoy children ag dependsnlts,

2. Expanded Use Of Tax Return Information

As indicated above, privacy restrictions in the Internal Revenue
Code currently limitr the use of Project 1099 and other tax return
information obtained by State and local agencies. Information
obtained from the IRS must be rigorously protescted against -
impreoper use, and even state and local enforcement agencies are
severely limited by the rebtrictions imposed under the Internal
Revenue Code. Generally, information providsed by the IRS may not
be disclesed directly to the court or administrative authority
establishing or modifying a suppert order. In addition, curzent
requirements for verifying information received from the IRS
prior to its use for Child Support Enforcement purpoges greatly
diminish its value.

States have found these rules to be unduly restrictive especially
in that full financial disclosure is essential to assure that
appropriate orders are set in accordance with an obligors abiiity
to pay. With appropriave safeguards (ssaled records, closed
procesdings, etc.) it would appear that judicial and
administrative entitiszs which establish and modify orders could
be provided access to all avallable income and asset information
maintained by the IRS, withoutr compromising the confidentiality
of the information.

Several S8taktes commenting on the Downey-Hyde proposal argued for
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increased access to information from Federal tax records. One
State encouraged expansion of agreements with IRS and Bendex to
provide better enforcement tocls at the State level.

More recently, when testifying at an August hearing on child
suppeort assurance, the Massachusetts Department of Revenue
suggested that States be provided greater access to IRS data. 1In
Massachusetts, access to tax data was key to increasing
compliance rates to 80 percent; a figure which the State feels
could be replicated nationally if greater State access to IRS
records with fewer restrictions were provided. However, while
accegg to the entity file may be available, current disclosure
laws would prevent sugh direct access to Federal tax data.

3. Exchange Of Information By IV-D Agencies With The IRS

Qften ignored is the flip side of this cooperative effort, that
ig, the value child support data could have to the IRS for
purposes of enforcing tax liabilities. In fact, the IRS
occasionally subpoenas address and payment information maintained
by IV-D agencies. If the IRS needs assistance in locating a
debtor, or in verifying whether a taxpayer {(or which taxpayer)
can lawfully claim a dependent’s exemption, arguably, the State
and local IV-D agencies should help. State Revenue offices may
also benefit from receiving this information. .

In conjunction with revised child sﬁpport and IRS safeguarding
rules, regular and systematic data exchanges coculd be established
which might be of benefit to support enforcement and revenue
agents alike. '

4, Expand The IRS Ful. ’silection Process

Modest Expangsion - De-..:rant tffect

One simple alternative -2 =2ngaging IRS in a broad child support
role would be to greatly =xpand the first step in the Full
Collaction Process, i.es. :ihe “60-day notice" which IRS sends when
a case is certified. These notices serve a valuable function in
securing the debtor's attention. The obligor, thus, is not only
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advised of the IRS’ interest in securing cowpliance, bur of
cartain specific dire consequences of continued refugal te pay
{e.g. lien, attachment, credit bureau reporting, etec.).

These efforts could be closely coordinated with the referring
IV-D agency, to minimize IRS® expenditure of rescurces and to
avoid duplication of efforts. The obligor could even be referred
to the IV-D agency as an alternative {which many debtors may
prefer) to dealing with an IRS agenr.

In addifion, rhe 1059 data might serve as a valuable rescurce in
identifying cases for full collection enforcement and to focus
IRS* collection activities. Since thig particular uge of 1039
information is limived to an exchange bgtween the Federal
authorities, the State agency, and perhaps the taxpayer, no
cnangs in safeguarding procedures seems to be necessary. If the
pilot 48 successful, it could be greatly expanded., Procedures
could be developed to assure close communication and coordination
of State-local and Federal enforcement efforte. Automation, new
notices, regular case updates, and IRS referral to IV-D agencies
for follow-up actions {(e.g. entry of wage withholding, posting
security or bond, etc.) could be considered.

Since IRS involvement under this option would bawfggzﬁad, costs
should be significantly less than when full collection activities
are necessary.

Comprehensive Expansion

Ag it currently exists, the Full Collection Process 1is
prohibivively expengive for use in large numbers of cases, and
Federal regulations impose significant hurdles which State
agencies must meet in order co submilt cases. ‘

Whnile the pilot project described previcusly should provide
insight into how the Full Collecticn Process can ke improved,
certain problemg arve already apparent and can be addressed, if
naceseary, prior te awaiting the outcome of the pilot project.

In commenting on the Downey-Hyde proposal, most Btates were
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largely opposed vo full federalization of the child suppors
program through the IRS hut expounded on the need te improve and
streamline the Full Collection Process. States are generally
soncerned about the protracted time period involved in full
collection;: the routine use of payment schedules rather than
automatic selzure of assets; and, the lack of automation.

Under the current process, IRS provides a notice to the obligor
which stays collection sfforcs for 60 days. Thig is folleowad by
cellection efforts incliuding face-to-face personal collection. A
simple way in which the time period invelved in the Full
Collecrion Process could be reduced would be to have the IRS &0~
day notice pericd tell beginning with the notice provided by the
IV-L agency. Howsver, without a legislative change, z 30-day
notice required under IRS rules would still apply.

It should be noted that according to IR8, child support cases are
subject to enforcement action much sconer than most taxpayer
delingquencies which remain in netice status for 26 weeksg before
sther coliection efforts are pursued. Thus, no cother avenue for
reducing the time pericd involved undsy the Full Collection
Process iz immediately appdrent.

Srates are also ¢ritical of the IRS practice of placing a
delinguent cbligor on a payment schedule when asgets like bank
accounts exist which could be subiject ¢o attachment immediately.
Ag the child support enforcement community is calling for a
narder line in addressing the enforcement of child support, the
IRS is being called on to take a more ’user-friendly’ approach to
addressing vax delinguencies. While the Taxpayer Bill of -Rights
may mandate flexibilivty in IRS consideration of tax debts, it
might be beneficial if the creatment of c¢hild support arrearages
were made clsarly discernible from that of tax debts by carving-
oul a special policy requiring IRS to go after assets through
lien, levy and seizure when possible rather than instituting
paynment plans. This would eliminate current complications when
the IRS and judges set varying payment schedules for the same
debt and would be more effecrive since less monitoring would he
neceasary. It would cléarly respond to the criticism raised by
the child support community that the Federal government may be
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able vo walt for payments under a protracted collection proacess,
but most families cannot. This would undoubtedly reguire '
legislative change as IRS rules provide for case closing when
debts are not collectible because of hardship and for the use of
installment agreamenté based on a person’s need Lo have
sufficient money teo live on.

Finally, some have complaingd that the current full collection
process is too gslow and labor intensive because of the lack of
automation. IRE however does not believe that the process is
gither slow or labor intensive. Further, IRS response has been
that because of the lack of volume, automation did not appear to
be cost effective and regardless may not necessarily be more
efficient. Furthay, they have tried to kesgp accounts receivable
information on non-tax debts and the tax system separate and thus
these cases cannot be easily integrated into their current
aystem. Clearly though, expansion of the IRS role in the child-
gsupport arsna would necessicate some form of systems expansion.

B, New Directions

The £eollowing options speak to a more dramatic change in the roles

£ the IRS in child support enforcement than those cagzur&d
above. At some point most have been included in yrmpaaaﬁ
legislation and have received some level of support from the
child support community. [t should be noted thar while these
proposals appear o be far-reaching, there ig virtually no
information on the actual number of non-custodial parents who
ignore their c¢hild support obligations but not thelr tax
liabjlities but who have also managed to escape the full array of
State enforcemsnt technigues.

1. Maintenance of {nhiid Support Data

Proposals Lo improve rhe anforcement of child support have
recently included some provision for a new hire reporting system
coupled with a ¢hild supgort registry. One cption for such a
aygtaﬁ ig the establishment of both a National Direatpry Of New
Hires and a National Registry of Child Support Cases. Employers
or thair payroll agency, at the time of hiring, would provide the
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information ¢n new hires to a National directory which would be
‘I' matched against a child support registry {addressed in-depth
under separate cover).
Since 1988, the IRS has been consgidering steps to simplify and
streamline employer reporting. Most recently, as part of this
.atudy, consclidation of multiple Federal and State emplover
reporting regquiremernts was analyzed., Preliminary estimateg
predict that over the next 15 years the results of this effort,
The Wage Reporting Simplification Project (WRSPY, will raduce
employer burden by as much as $13.5 billion and government costs
by as much as $1.7 billion,

The envisioned vehicle, the Bimplified Tax and Wage Reporting
System (STAWRS}), can be viewad as a single entity provided
employment, tax, and wage reporting services. Under this system,
enployveras file returns, make payments, cobtaln assistance, and
carry out any other interactions with just one STAWRS site or
gervice group. Similarly, participating agenciss would deal with
cne STAWRS entity in obtaiaing data and revenue submitted to the
. STAWRS and using other STAWRS services. ¥For purposes of
producing a cost and impact analysis, phree alternative concepts
have been defined. ¢Option i, the most comprehensive, includes a
component for registering fact-of-employment; the data element
necessary for child support purposes in collecting new hire data.

Under guch a8 system, child support regquirements would place no
additional burden on employers, who would be reporting the data
to the STAWRS entity in any event, The cost of using the
information would be mwinimal because the data would be used for
various purpeses by a number of components, who would share
coats, Should IR8 go forward with such a system, Department of
Health and Human Services involvement as a participating agsncy
could be of gignificant benefit in the establishment of a Federal
Onild Support New Hire Reporting System.

While some have suggested that independent of this efforc, IRS
develop and maintain a child support registyy, this option is not
explored here as it would appear o be of guestionabls value
unless IRS were to take a more wholesale role in ¢hild suppoxt
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1
enforcement afforcs than suggested by the various options
presented 1n this paper. -

R Enforcement of Interstate Cases

As indicated previously, IRS has little direct enforcement
ability beyond that which is currently available te State child
support agencies. Where they could have a substantial impact
though, is in the enforcement of interstate cases because of
their ability to easily reach individuals and their agsets across
State lines. Bince interstate cases are typically among the most
difficult for State child support agencies to serve and the IRS
il already equipped to collect taxes and disburse refunds on a
national basis, a process could be developed for the routine
referral of interstate cases to the IRS. Were such a referral
coupled with IRS esnforcement through automatiec lien issuance, the
collection of arresars in interstate casess could be dramatically
improved, ' ;

Under this option, the IRS would, in effect, be taking on a major
IVv-D regponsibilivty. Teo insure that the cost of servicing what
may represent 30 percent of the IV-D caseload is not completely
shifred vto the Federal government or from the IV-D program to the
IRS, a requirement could be established thal States entexr into
contractual arrangements with the IRS for pursuit of thelirx
interstate caseload. States would pay the full cost of such
arrangements which would then be subject to FFP under the IV-D
program through transfer ¢f €6 percent ¢of the costs from HHS Lo
IRS via the State.

In commenting on the Downey-Hyde proposal, several States
acknowledged the significant benefits which could be gained by
IR involivement in inrsrstate cases. In addition, during an
August hearing on ohild support assurance, testimony was offered
suggaating that as asn nterim svtep to Federalization of the
program, the IRS sstablish a gentral registry of interstate cases
and have resgponsibility for interstate wage withholding.

Wwhile this option would on the surface seem to provide the most
effective role for the IRS in child aupport, the administrative
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murden involved would need to be carefully welghed., If rhe IRS
were given sole responsibility for enforcement of interstate
cages an entirely new administrative capability to handle the
volume of cases would need to be created. Such capability would
necesgarily duplicate much of the existing State processss since
enforcement entails: locate; payment receipt, wnaintenance and
disbursement; action to enforce non-payment; and, medical support
anforcement activities, )

Bven if as suggested child support provided some of the funding
to handle the additional cost, it is unlikely that sufficient
staftfing increagses would be provided to handle the workload
invelved since IRS is constantly challengsd by limited resources
to meet existing responsibilitises and the support relsted
responsibility would be a peripheral appendage to its primary
migsion. In turn, the impact in terms of the IRS' capacity to
carry out its primary missions could be profound.

A furtheyr complication would result from the often blurred
distinction between interstate and intrastate cagses. This is
especially problematic as people move out of gstate and return or
simply disappear. The confusion between agency responsibility
which could result might have the perverse effect of lessening
government s’ responsiveness to interstate cases, incr@gking
cugtodial parent confusion and frustration,

Alternately, a more practical apprcach would be to expand the
Full Ceollection Process to target alil interstate cases, not
disgimilar to the approach being taken in the referanced pilot
roject.. However, such an approach weculd need to be coupled with
the other reforms to the Full Collection Process suggested above.

3. Collection of Past.-Due Support Through Tax Returns

Ag indicated under the Discussicn section of this paper variocus
proposals have been put forth for the out right collection of
child support arrsars through the income tax rerurn process, One
of the simplest variations would be to modify tax forms to
include several lines at the end of the form for self-reporting
child suppeort unpaid during the tax year. Such amounts would be
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included in determining the individuals net tax liability or
vefund amount. This could be coupled with a revised form for the
self-emploved requiring individuals to inciude and pay such
amounts with quarterly sstimates of taxes; an idea most recently
endorsed by the Children’s Defense Fund's January 1993 report on
the issue of child support assurancs.

Amounts reported would be treated ag tax debts and be subjsct to
IRS enforcement. To limit administracive complexiry, IRS would
not have. responsibility for auditing the accuracy of the
information reported but any individual who failed to report
cvould be subject to the same conseguences imposed for ctherwise
failing to report truthfully on the vax form.

Thig option may increase compliance from noncustodial parents
wishing to avoid IRS entanglewment in theiyr personal lives and
increase the collection cf arrearages simply because of the
gheer welght of IRS involvement and the psrception of
inescapability. A number of chligors in arvears may be inclined
to report truthfully te avoid a closer examination of their tax
records by the IRS, The net effect may be marginazl however,
gince like the tax system litself compliance would be voluntary.
This concept was supported by a member of the Cammlsalan on
Interstate Child Support Enfcrecement in ammm&nhlng on the Downey-
Hyde proposal and by the Narional Women's Law Center in
testifying on the concept of c¢hild support assurance in August
1853, -

wWhile appearing simplistic, this aption too raises a number of
problems which are quite complex. The 1986 tax reform
significantly reduced the number of individuals required to file
income tax formg. Requiring self disclosure of ¢hild support
would reverse this acticon by potentially requiring a huge number
of irdividuals to file taxes who would not otherxwise be reguired
to do so and who also may not have sufficient income to pay the
overdue support.

In addition, administrative details such as how a cass would be
handled as by whom if an individual had no money to pay the
arrvears or fails to disclosa suppert owing. Depending on the
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angwar, this ceould furcther fragment the current sygtem.

Under this option, IRS would also probably need to establish some
form of an appeal prcéess if penalties were imposed for failure
to report btruthfully. The expanded bureaucracy and
adminigtrative burden involved could have a substantial impact on
the effectivensss of this approach and thus would need 2o be
cicsely examined. i

Some have proposed the idea of coupling this approach with a
provigion under which child support is deducted by emplovers
undeyr the same authority Federal raxes are withheld. However,
this would appear to offer little more than current child support
mandatory wage withholding laws sffer and may actually be less
effective because of the difficulty in getting funds collected
from tax returns to obligees timely. Further, because of CCPA
limitag, any amounts withheld by the IRS to collect unpaid ¢hild
support arrears could diminish the amounts available for payment
of current support resulting in increased administrative burden.
but no net gain in support collacted.

V. TIRANSITIONAL

IMPLEMENTATION ISSURM

while there are clgarly a numper of preoposals whig%ﬁgbuld ke
cffared to improve child support enforcement through increased
invelvement of the Internal Revenue Service, expectations should
not be unrealistic, Even the IRB cannet assure 100 psreent
compliance, with either zax or support obligations. For example,
IRS staff have indicated that the biggest tax compliance problems
are associated with independent contractors, not dissimilar Lo
child support enforcement experience with the self-employed. In
addition, a gertaln subclase of debtors have P"opted oub” of any
relationship with banks., wage reporting employsrs or other
financial entanglements which reguire the use of a Scvecial
Security Number. Scme simply have no assets or income beyond a
bare subsistence lavel. But, for the majority who pay their
raxes and could pay thelir support, but fail to do so regularly or
completely, attention from the IRS may be compelling.

»

IRS Regources
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Naturally, if vhe role of the IRS is expanded, additional Federal
resources will need to be devoted to the effort o ensure its
effectiveness while at the same time gnsuring there is no shift
in rescurces £rom tax ceollection activities to child support
enforcement. Current IRS procedures provide authorization to
oenly one service center employves to screen child support cases.

In the IRS Collection Field function, the workload priority
systam determines the number of cases agssigned to a revenue
officer. Thus, an expansion of child support collection efforts
would require additional staffing or would lead to cases other
than child support not being worked., If new staffing were
provided, it would take about % months before the new employees
were trained and on the job full time, These. new emplovees, like
all smployees would work the complete range of collecrion cases.

IRS currently collects about 52,500 for each tax delinguency
account, at an approximate cost of $240. If the child support
Full Colliection Process werse expanded to include 12, 600
additional child support cases a year, IRS would require about 70
additional staff years to cover the expansion. If they werxe to
abgorb such caseg without additvional gtaff, the loss in terms of
delinquent taxes not collected would be over $30 million
annually.

In addition to staffing, depending on the scope of the expanded
IRS role in child suppott, it may be necessary to devote
regources to support an automated interface between OCSE and/or
and IRS.

Pricrity of Debt Collesrinn

A very impsrtant issue in considering increased IRS involvement
in child support enforcement efforts is the question of priority
of support delinquencies. This is & concern with regpect to both
the igssue of which debt sheuld take precedence and as raised
above and perhaps more important to the issue of transition,
allocation of IRS rescurces. Currently, IRS gives a higher
priority tc child support cases since other cases fall under a
system which can prevent certain cases, depending on a sgcore,
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from going to the Collecticn Fleld function. However, if IRS
were more significantly invoived in child support enforcement,
mere emphasis on c¢ne type of rollections {like child support)

could impade the recovery for others {tax debts).

If IRS had unlimited time and resources this would not be an
isgsue. However, the reality is that IRS resources have been
considerably reduced over the past several years, have not kept
pace with the workload and tax cellection would necesgarily
remain the agency’s priority.

While IRS does not pricritize its work based on case type, it
might be worthwhile o take a grosctive prevent competing
interests. One option would be to provide specialized agents to
work on child support caseés with appropriate training in service
centers. As c¢child support related caseloads increaged, more
specialized agents would be necessary.

Priority issues are uitimately a management decision which can be
addressed at any time after the nscessary legislation ig enacted.
However, it is unlikely that the IRS would want emplovees to
solely work child support cases since the key issue is not who
works the cases but assurance that they are worked..s, .
Alternately, if staffing increases were not possible, IV-D
employees or State revenue agents could be granted some limited
IRS agent-like authority through a deputizing process based on
meeting certain ¢riteria and training standards. If this is
posaible, child support staff would he provided jurisdiction to
delve into intergtate child support matters, at no oest te the
IRS, so that for example California revenue workers could pursue
interstate casges. Similar consideration could be given to
contracting out child support functions agsigned to the IRS,
fundable under or through the IV-D program.

Thisz concept could be considered in conjunction with the option
preasented above of providing the IRS responsibility for
enforcement of inrterstate cases. State revenue workers or staff
of the IV-D agency given this authority would eliminate the need
to transfer this function to the IRS eliminating the
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administrative burden ionvolved in sestablishing a new process
within the IRS.

The second part of the priority issues deals with the decision
which must be made when both tax and ¢hild support delinguencias
are owing from the same individual. While there may be a
compelling humanitarian reason to provide priority to the
collection of child support, Federal taxes have always had
priority over any other debt. Even State ravenue efforts to
collect support traditionally give pricority to the tax
delinguency over the child support delinguency. For exawmple,
California revenue officers don‘t even pursue support when tax
debts are also cwed. The pilot in LA county indicates a 20
percent overlap. )

From a purely Federal fiscal standpoint, Federal tax recovery
should have priority. Even when <¢hild support arrearages
represent unyeimbursed AFRC payment, because of the current .
FPederal/gtate cost sharing arrangement, only one-half of the
regovery amount would offset Federal axpenditures. '

However, under the Downey-Hyde pﬁopmsal, collection of child
support owed at the end of the year through the Federal tax
return filing process would have taken precedence over” tax ‘
collections. Ssveral commenters on the proposal velced support
for this approach to debt pricrity. The most practical way o
handle this issue may be to provide IRS sufficient flexibility to
address priority of enforcemant proceeds to a case-py-case basis.

While this issue is cften brought up by the c¢hild support
community, IRS has indicated that the only manner in which they
prioritize the application of payments concerns the statute of
limitation on the debt amount not the underlying basis of the
Liabilicy, ’
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E T e

FINANCING AND INCENTIVE

EXECUTIVE SUMMARY

This paper examines alternative ways to finance the Child Support
Enforcement program. Statistics indicate that States are not
collecting child support for a substantial portion of their
caseload. Financing is one of many factors that have an effect
on States® performance and results. This paper will consider
alternative financing strategies and mechanisms that would
promote the provision of meore efficient and effective services.

The options which have been developed in this paper address a
numbrer of existing problems and inegquities in ¢he way the program
is currently financed and seek to radirect the program consistent
with a new set of premises about the program’s purposse. The
premises underlying these options are:

L Child support should lead to an increase in family well-
being and economic stability, helping those not on welfare
to stay off the rolls, and helping those on assistance o
find thelr way to self-sufficiency.

. Financing options should encourage greater investment in
child support enforcement activities,

. Options should contribute to a simplification of the
financing structure, so it can be more faslily understood by
clients, administrators and policy makers alike.

Working from the sbove premises, four options were developed:

Option 1: Expanded Perforx stives~~Reduce direct Federal
matching and lxnk xncreased Federal funding to specific
performance incentives which reward States for
successful action on more difficult cases. Incentives
would be based on performance and calcoulated against
collections. Exemplary States could receive back from
the Federal Government payments in excess of expendi-
tures.

Option 2:

| yes-~States receive variable
dixect Federal matchlnq dep&ndent on their relative
economic and financial capacity to fund their IV-D
programs. State incentive payments would be linked to
collections and families would recsive a bopus for
establishing support orders.



Option 3: High FFPw~States receive very high direct Federal
matching providing a reliable and predictable source of .
funding. This option has no separate performance
incentives but would have increaged Fedgral oversight
and ¢ontreol; and,

Option 4: Tiered FFP--all direct Federal matching for States
would be variable, dependent on how well a State
performed in meeting specified objectives. (A matching
rate floor would be established below which no State
would fall). Since perfiormance measures are bullt into
the matching rates, this option has no separate
structure of incentive payments. States with exemplary
performance could receive up to 1090 percent ¢f their
expenditures,

The four options reflect different philosophies about reole of the
Federal government in supporting the Child Support Enforcement
Program and in the expected behavioral response on the part of
the States. The eoptions have purposefully been presented to
highlight their differences, although variations could easily be
developed. ’

Option 1 {Expanded Performance Incentlives} and Option 4 {Tiered
FFP) have the advantage of providing strong financial incentives
for improved performance. Both options, however, with a base
rate of 30 percent FFP could be perceived by some as a retreat by
the Federal government from its strong support for Child Support
Enforcement., Option 2 (Variable FFP} attempts to balance an
incentive approach with the need to provide States with
sufficient resources to operate a sound CSE program. The
incentive scheme is much simpler in Option 2 than in Options 1
and 4 because it is based solely on collections,

Option 2 also specifically includes an $300 incentive payment or
bonus for the family. Like Option 2, Option 4 has & variable
matehing rate. In Option 2 the variable FFP rate recognizes that
States have differing economic circumstances, In Option 4 the
variable rate rewards good performance.

Option 3 (High FFP} provides the States with a very high match
rate. The approach addresses concerns that the fiscal and
political atmospherxe in some States prevents the program from
accessing needed resources. If resource limitations at the State
level are the major barrier to program improvement, this optioen
would likely have the greatest impact on program improvement. It
also requires the greatest level of Federal menitoring.

It should be noted that all of the above options share some
simplifying assumptions. There was not consensus ahout all of
the assumptions, particularly the change in distribution policy
and the selection of specific performance incentives. There was
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a sense, however, that every variation increased the complexity
of the options exponentially. The major simplifying assumptions
include:

L Incentives based on results oriented performance. The
pexformance indicators included cost-~gffectiveness,
percentage ¢«f paternities established, percentage of cases
with orders, percentage of payinyg casesg, and percentage of
AFDC case terminations with child support collections.

. No distinction made between AFDC and non~AFDC families. The
goal of the program is te increase the well-being of all
families. However, the options assume that the current
distinction between IV-D and non-IV-D would continue.

. Child Support collections go in thelr entirety to the
families on whose behalf they were collecgted. Collections on
behalf of AFDC families are not retained by the States or
the Federal government, although they would offset AFDC
benefit costs.

* e change in fee and cost recovery policy. However, nothing
in any option precludes the charging of fees or the recovery
of costs.

. No change in the current policy of double counting inter-

state collections for purposes of calculating incentives.

The options presented in this paper are flexible. They can be
designed to maintain, increase, or decrease, the existing
aggragate level of Federal support for the (SE program. The
performance incentives c¢an be based on how well a state meets an
absolute standard or on substantial movement towards meeting that
standard. They also allow for changes in the simplifying
assumptions, although some changes would make the financing
structure more complex. Lastly, it would aiso be expected that
the implementation of the new financing structure would be phased
in over a period of years, gradually replacing the current
finaneing structure. This would prevent a substantial disruption
in the CSE program during the transition period.
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FINANCING AND IRCENTIVES

i. INTRODUCTION

This paper examines alternative ways to finance the Child Support
Enforcement program. Statistics indicate that States axe not
ccllecting child support for a substantial portion of their
caseload. Pinancing is one of many factors--including staffing,
training, resources, fragmentation in administration, programmat-
ic reguirements and program audits--that have an effect on
States’ performance and results. This paper will consider
alternative financing stfategies and mechanisms that would
promote the provision of more efficient and effective services.

The options which have bgen developed in this paper addresgs a
number ¢of existing problems and inequities in the way the program
is currxently financed and seek to redirect the program consistent
with a new set of premises about the program‘s purpose¢. The
premises underiying these options are:

» Child sugg rt should igad tg an. increase in family
: 114 helping those not on

welfare o stay mff the r&lls, and helping those on
assistance to find theiy way to self-gufficiency.
Rather than serving the interests of the Federal and
State governments by generating revenue to cifset
welfare costs--as the program was intended to do when
it was ¢reated in 197%5--the Child Support program
should first serve the needs of those who seek its
seyvices. This should lead to a greater emphasis on
such goalsg as increasing paternity establishment,
promoting the establishment of support orders, and
augmenting the level of funds available to families in
need,

. : ater investment
in child s ggort enfgggemgat act;v;tmes Such
investment ranges from securing additional staff for
State programs to insuring that the funds generated for
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2 State by this program are used to improve program
performance rather than to enhance State budget
flexibilicy.

. To the extent possible, opt Qng_gggg;d cont

simplification of the financing structure, so it can b&
more easily understood by czzenﬁs, administrators and
policy makers alike,

Working from the above premises, four options were developed:

option 1: Expanded Performance Incentives--Reduce direct
Federal matching and link Pederal funding to

specific performance incentives which reward
States for successful action on more difficult
tases;

Option 2: Variasble FFP With Incentives--States receive
variable direct Federal matching dependent on
their relative econcomic and financial capacity to
fund their IV~D programs. State incentive
payments would be linked to collections and familw
ies would receive a bonus for establishing support
orders.

Option 3: High FPP--~States recelve wery high direct Federal
matching providing a reliable and predictable
source of funding. This option has no separate
performance incentives but would have increased
Federal oversgight and control; and,

Option 4: Tlered FFP--All direct Federal matching for States
would be variable, dependent on how well a State
pertormed in meeting specified objectives. (A
matching rate floor would be established below
which no State would £all). Since performance
neasures are built into the matching rates, this
option has no separate structure of incentive
payments.



Section I of this paper discusgses the current financing
Btructure. Segtion IIT identifies the assumptions which underlie
the development of all of the options, describes.each option and
considers its strengths and weaknesses, Section IV addresses the
financing of special state initiatives. Appendices on several
issyes are included at the end of this paper.

I1. THE LURRERT FIHANCING BYSTEM

To understand the options which have been developed, one must
first understand how the current financing system works. S&ystem
components are therefore summarized below with a discussion of
the overall effect of the current structure. Specific conponents
of the fipancing stryucture are then discussed in more detail in
the sub-sections which foliow.

A, Current Financing Components.

Four components comprise the current financing structure of the
Child Support Enforcement preogram. These are:

{1) Direct Federal matching, known as Federal financial
participation or FFP. The Federal government pays 66
percent of most State/local program cvosts. A higher
rate, 90 percent, -is paid for genetic testing to
establish paternity and for comprehensive state-wide
automated data processing (ADP) systems. In the
aggregate, direct Federal matching (FFP) accounted for
approximately 67 percent of States’ FY 1992 child
support enforcement expenditures,

{2} Incentive pavments to States. The Federal government
pays States an annual incentive based on ¢nllections.
and cost effectiveness from i1ts share of AFDC-related
collections., States must pass on part of the incentive
to any local jurisdiceion that collected the child
support if the State required the jurisdiction to
participate in the program’s costs. States and
localities can spend these payments on whatever
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activities they want. In FY 1822, incentives returned

to the States the eqguivalent of 15 percent of aggregate .
State child support expenditures and 37 of total APDC
collections,

ibution o ) Lo States transfer to AFDC
famlli&s the f;rst 350 of any current support collected
each month. Mogt remaining AFDC collections are
retained by the State and Federal governments as
reimbursement for welfare benefits previously paid to
the familieg. States retain the same share of these
collections as they pay in AFDC benefits. These shared
rates vary by State according to the Federal Medical
Assistance Percentage ¢r FMAP rate. The total amount
of child support cellections received by States on
behalf of non-AFBL families is returned directly to the
custodial parent. AFDC collections not paid to families
represent a potential reduction of 8 percent in State
and federal AFOC bsnefit costs. Currently the Federal
share of these collections is off-set against the State
ATFDC grant. AFDC eollections retained by the States, @ .
excluding incentive payments, represented 39 percent of
aggregate child support expenditures in FY 1992.

(3}

{4) 5 il & ; States must charge applicaw
tzen f&&s {na more than $25) to non-AFDC applicants for
¢hild support services. Most States have been
reluctant to impose fees in non-AFDC cases, so they
often either absorb the cost ©f the fee or charge a
minimal fee, such as $1 or less. States have the
option to charge other fees, including fees for Federal
and State tax refund offset and for genetic testing. A
State may also elect to recover from sither parent any
costs incurred in excess of any fees ceollected., Foes
and cost recovery represent about a one percent

reduction in sggregate child support expenditures.
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The paramount guestion raised in this paper is--Does the current
financing structure support improved performance by the CSE
agency?

Under the current federal financing structure, in FY 1992 most
States’ (44 of 54} recovered--through direct Federal reimbursew
ment, incentive payments, and shared AFDC collections--more than
100 percent of their expenditures on child support enforcement.
0f the total program expenditures of $1.99 billion in 1932,
States received $1.34 billion (67 percent) in federal matching
funds. Additionally, States recelved $787 million as the State
share. of AFDC-related collections and $339 million in incentive
payments while incurring $652 millien in non-reimbursed state-~
funded costs, for a net return of $474 million over costs.

(See graph entitled-State Return op Investment)

Because the original intent of the program was to use AFDC
collections to reimburse previously issued AFDC welfare benefits,
it mway be misleading to agsume that these collections represent
menies to be invested in the child support program., In reality,
these collections are simply returned to the State treasury., The
same argument would apply to incentives paid to States under the
program., These amounts may be used by States in budgeting for
the ¢hild support program, but can be used for purpeses unrelated
to child support.

This gensral revenue sharing aspect, which allows States
increased budget flexibility, has always been a strong selling
point for States to support the program. HBowever, this increased
flexibility for the State does not necessarily translate into
increased investment in the child support enforcement program.

.. In sum, while the current financing system may be genérous to the

States, it dees not insure that the revenues generated by the
program are used to improve program performance.

There is general agreement that the current performance of the
Child Support Enforcement Program is not adeguate. Child support
can not contribute sufficisntly to the improvement of the
econonic well-being of ¢hildren unless the majority of children
whogse parents are absent from the home actually receive child

5
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STATE RETURN ON INVESTMENT
BY FFP, INCENTIVE PAYMENTS, AND FEES
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support payments. Improved child support performance also
enhances the potential success of President Clinton’s welfare
reform geal of ensuring that both parents are responsible for
their c¢hildren.

while the performance of individual States has been exemplary in
some ways, their overall performance shows substantial room for
improvement. For cases within the Child Support Enforcement
system: {data from 199%2)

o Paternity was established for 17 percent of the cases
needing paternity established.

o The paternity establishment baseline data indicated
that 46 percent of all IV-D children born out-of-
wedlock had paternity established.

o Awards were established for 33 percent of the cases
needing awards,

0 Collections were made on 61 percent of the ¢ases with
orders for currant support.

4
i

o Fifty-six percent of the current support due was
collected,
G For each dollar of expenditures the program collected

§4.00 in child support.

o Eleven percent of AFDC families were terminated due to
child support collections being made on their behalf,

It is unclear what level of performance sheould be expected in
each of these areas. Some States do very well in one or two
aregas. Most States are not close to performing satisfactorily
across the entire range of program activities.



B. Analysis of Pinapcing Components

This section provides a more detailed analysis on each component
of the financing structure and discusses how changes could
facilitate improved State performance.

1. Pederal Financial Participation (FFP)

hs stated above, in FY 19%2 States spent $1.99 billion for child
support services and were reimbursed by the Federal government
for $1.34 billion of those expenditures chrough Federal matehing
funds. The Federal government reimburses States at 66 percent
for most State and local child support program costs. A higher
rate, 90 percent, is pald for genetic testing necessary to
establish paternity and for comprehensive state~wide automated
data processing (ADP} systems required by the 1988 Family Support
Act. The 90 percent funding for systems development is available
through FY 1935 by which time state-wide automated systems must
be operaticnal. The 30 percent matching rates were specifically
aunthorized to promote increased State attention to federal
priorities in the area of automation and paterniiy establishment.
Because ADP expenditures and genetic testing represent a small
share of total expenditures, the overall match rate for all
expenditures combined was only about 67 percent in FY 1992, not
substantially higher than the base rate,

How does the matching rate for child support enforcement compare
with Pederal matching rates for other Federal programs?

Federal matching rates vary significantly from program to
program. The CSE match rate of 86 percent is higher than the
match rate in some Federal assistance programs and lower than
others. Administrative costs for some programs, such as  State
ungémployment compensation and disability insurance, are federally
financed at 100 percent, while their benefit payments are paid
from trust funds financed by payroll deductions.

Compared to AFDC, Medicaid, and the Food Stamp Program thrae
related assistance programs, whose matching rates for administra-
tive costs are at 50 percent, the CSE §£ percent matching rate is
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higher. However, for AFDC and Medicaid benefits paid to
individuals or service providers, States are reimbursed at a rate
{the FMAP rate} which varies, depending on the State’s relative
per capita income, from a floor of 50 percent to an 80 percent
match rate in the peorest States, In the aggregate, using the
FMAP rate results in the Federal government paying abgut 55
pexcent of total AFDRC and Medicald benefit costs nationwide.

For the Food Stamp Preogram the Federal governnent pays 100
percent of the bengfit costs,

One could argue that State expenditvres for child support
enforcement provide services which are more akin to program
"benafits® than purely administrative costs. Rather than cash or
medical services, the child support program facilitates-and
provides investigative, legal, and monitoring services which make
the transfer of private child support possible. In this yegard
child supporxt services themselves are not unlike those provided
in discretionary service programs, like Head Start, Legal Ald, or
the Title XX So¢ial Services blo¢k grant. Focusing on the
service aspect of the Child Support Program would support
reimbursing child support expenditures at an ¢verall higher rate
{80 to 100 percent) or a variable rate such as the FMAP rate
applicable to AFDC and Medicalid benefits, Congresswoman
Schroeder has taken such an appreoach in her bill, H.R. %1%, "The
Child Support Economic Sesurity Act of 19893, H.R. 915 would
increase the Federal matching rate te 30 percent for all program
expenditures and would repeal the payment of pexformance
ingentives.

iz there any evidence that links past changes in matching rates
to program performance?

These is little empirical evidence available to jwige what would
happen to State performance, if there was a substantial change in
Federal funding of the CSE program. Overall CSE performance has
improved slightly, even though the FFP rate has decreased
slightly. However, it is important to consider that the
reduction in Federal funding was accompanied by intense public
interest and support for child support, legislative mandates for



increased services and improved performance, and more vigorous
Federal response to audit deficiencies.

Initially the FFP for Child Support Enforcement was 75 percent of
costs {with a 15 pereent incentive on AFDC collections). In 1982
(P.L. 97-248) the FFP rate was reduced to 70 percent {incentives
were reduced to 12 pervent}. lnder the 1984 child Support
Amendments {(P.L. 3%8-378) the FFP rate was further reduced over ¢
years to 66 percent., Incentives were raduced to 6 te 14 percent
of collections, but were expanded to include non-AFDC a8 well as
AFDC c¢ollections. Both in terms of straight FFP {which decreased
from 75 percent to 66 percent) or the combined FFP plus
incentives rate (which decreased from 94 percent to B6 percent},
the aggregate Federal share of expenditures has decreased. {See
graph entitled-State Expenditures Reimburged)

FFP and incentives have always been a part ¢of the child support
financing structure. Therefore, only the effect of total funding
on performance can be examined, Three measures avallable from
the beginning ¢f the program are: percent ¢f paying cases; the
amount 0f child support collected for each dollay expended; and
potasntial AFDC recovery due to child support. For all three
performance measures there has been improvement over time. (See
graphs entitled:Cost Effectiveness Ratio, Cases with (ollections,
and PFotential AFDC Recovery)l. Pogsibly improvements would have
bgen greater if federal support had not declined.

An alternative to & single high FFP rate is to selectively
-increase the FFP for certain activities. Enbanced FFP has had
some suceess in moving States to engage in child support
activities that the federal government thought desirable. Prior
to the 1988 Famlily Support Act which made state-wide automated
systems mandatory, 32 States were receiving $0 FFP for their
auntomated systems even though such systems had to meet additional
Federal requirements {and were probably more expensive) than
systems using the basic match rate of 66 percent. However, it is
not possible to determine the effect of the enhanced match for
genetic testing. Both genetic testing expenditures and overall
paternity establishment expenditures have doubled since 1988.
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STATE EXPENDITURES REIMBURSED
BY FFP, INCENTIVE PAYMENTS, AND FEES
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POTENTIAL AFDC RECOVERY DUE TO CHILD SUPPORT

Gross AFDC Child Suppornt Collections as percent of Benefits to Single Parants

12%-7 2

8%

4%

2.4

i

o v

76 78 g0 @ s g« e & % @ &
Fiscal Year

Source: Committes on Ways & Msans, .8, Houss of Representatives, Overview of Entitlement Programs (1993 Green Book).




Is there any evidence that poverty or other characteristics of
the State or caseload affect a State’s ability to generate
sufficient resources to maintain an adequate child support
enforcement program? 4

There have been no studies about the Child Support Enforcement
program that examine the effect of state wealth or other socio-
economic characteristics on performance., Garfiskel and Robbins
{1992) have examined the effect of state policies on child
support outcomes for individuals. Their study included a
variable that in part may be related to stste wealth, state CSE
expenditures per female headed household. That variable was
significantly related to positive outcomes for individouals at the
10 percent level. N

States vary tremendously in both the proportion of families in
poverty and the tax base used o generate revenues for State
government activities. For example, the 1330 (ensus found that
the proportion of individuals in poverty varied from 6 percent in
Connecticut to 25 percent in Misgissippi. Not surprisingly these
States also had the highest and lowest per capita income {25,525
and 12,709) regpectively., Additionally, there are variations in
the child support caseload characteristics, such as the
proporxtion of non-mwarital births, the proportion of cases with
unemployed non-custoedial parents, the proportion of interstate
cases. These variations can make one ¢ase load more resocurce
intensive than another, even if they are of similar size.

The Modicaid and AFDC programs use a variable matching rate
{FMAP)to help States pay for the benefit portion of the program.
This means that poorer States have a higher match rate than the
wealthier ones, The FMAP could be used for child support
expenditures or a new matching rate could be devised using State
ecgonomic factors and easeload characteristics which are relevant
to case difficulty. Because the development of an alternative
variable matching rate would involve considerable effort and is
not necessary for illustrative purposes, this paper uses the FMAP
as the model for a variable matching rate which would address
issues of resource distribution among the States.
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What kind ¢f Federal matching rates are considered in this paper?

There is no hard evidence to support the setting of any specific
FFP rate for the Child Support Enforcement Program, to support
the goals of increasing government investment in the public child
suppurt system and improving the performance ©f the system. The
mix of FFP and incentives appears to be more influenced by
philosophic considerations than by empirical evidence. If it is
believed that lack of sufficient resources is the major problem,
then a high FFP rate would assure gertainty of funding and
minimizes the competition for resources at the State level, If
motivation is believed t¢ be the primary issue then a low FFP
rate, plus increased funding based on performance, might move
States to work harder to decrease their share of program expendi-
tures. The options that are discussed in this paper

cover such 8 range of choices:

» The level of basic FFP would be reduced, but States
could increase their reimbursement through gspecific
incentives tied to increased performance in desired
areas. (OPTION 1)

L The level of FFP would vary s$o that poorer States would
gualify for the higher match rates. Additional incen~
tives would then be added to address the need to
improve performance.

{OPTION 2)

* A fixed percentage of financial support for all the
States would replace the current combination of FFP
rate and incentives. Accompanying this fixed percentage
would be enhanced program oversight and monitoring
reguirements, which would be geared, at least in pary,
to increasing parferménQQ in key areas such as
paternity, order establishment, and collections,
(OPTION 3}

» The basiec level of FFP would vary, rising or falling
with States’ performance All States would have & base
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rate of 50 percent FFP, but States could ingrease their
FFP to 100 percent based on performance. (OPTION 4

2. performance Incentives

In FY 1992, the Federal government paid States $339 million in
aggregate incentive payments. The largest incentive paynent was
544 million; the smallest was $435 thousand. The amount of
incentives paid to the States has increased by 250 percent since
1585, the first year in which incentives were paid on collections
undery the current formula. The amcunt of C8F collections has
increzsed by 300 percent during this same period.

The annual incentive payments to States are based on the %fotal
amgunt ¢f support cellections they make. Each 5tate receives a
minimum AFDC incentive payment of 6 percent of jits APDC ¢hild
support collections, plus a nonw-AFDC incentive equal to no more
than 113 percent f itg AFDC collections, regardliess of its cost-
effectiveness in collecting support.

States ingrease their incentives by being more cost-effective in
thair collection of ¢hild support on behalf of AFDC and non~AFDC
families, A State's cost-effectiveness ratioc is the ratio of
AFDC or non-AFDC collections caloulated separately over total
expenditures with minor additions and subtractions. If a State’s
AFDC or non-AFDC cost-effectiveness ratio exceeds 1.4, the
incentive percentage increases to 6.5 percent and continues to
ingrease by 0.5 percent for every increase of 0.2 in its ¢ost-
effectiveness ratis. The maximum incentive payment is 10 percent
of APDC cellections, plus 10 percent of non~AFDC collections
capped at 115 percent of the incentive payment for AFDC
collections.

The law requires States to passg a share of the incentive payments
on to the local jurisdictions that collescted the child support if
the State required the jurisdiction to participate im the costs
of carrying out the child support program. There¢ are no Federal
rastrictions on how States and localities spend the incentive
payments they receive from the program.
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What is the effect of the current incentive system on State
performance?

The current incentive payment system is based primarily on cost
efficiency. Instead of being rewarded for a desired end, such as
paternities orxr support awards established, incentives increase
based on efficiency in ¢ollecting ¢hild support. This may create
a disincentive for working hard cases, for hard cases reguire
more resources per dollar c¢ollected which lowers the efficiency
ratio and, consequently, the amount of the incentive. Thus, the
cgurrent funding program dees not promote equal treatment of all
child support cases.

In States with similar size caseloads, the social and economic
characteristics of the State may have more effect on the amount
of collections than State effort, {(e.g.., fewer out~of-wedlock
births and less unemployment c¢ould result in higher cellections
with less investment of rescurges). Penetration of the caselocad
is not pecessary to get incentives. A State can increase its
incentive payment by concentrating its efforts on collecting a
lot of money from a few cases.

Further, it must be noted that the differsnce between the six
percent gunarantee, and the 10 percent maximum, for top perform-
ers, is only four percentage points, hardly encugh to encourage
extensive additional effort by States. Indeed, in PY 19%2, only
12 States were eligible to receive more than the minimum six
pergent AFDC incentive. Eighteen States were eligible for the
ten percent non-AFDC incentives, but were capped at 115 percent
of the AFDC incentive payment.

The cap on non-AFDL incentive payments was enacted to insure that
States pursue the more difficult AFDC cases, It was thought that
the cap would motivate States to collect as much child support on
behalf of AFDC clients as is collected on behalf of non-~AFDC
elients. However, most States collect more money on behalf of
non-AFDC families than AFPDC families, in part because & higher
proportion ¢f non-AFDC cases already have orders in place. Also
it is believed that non-AFDC clients are more motivated to
provide full and complete information since they are voluntarily
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reguesting CSE gervices, Non-AFDC families may also be
associated with non-~custodial parents who have a greater
financial ability to pay child suppert. There is now consider-
able concern that the cap serves t¢ reduce State interest in
pursuing non-AFDPC cases, because such collections are not
eligible for incentives. {(Supporting Our Children: A Blueprint
for Reform, US Commission on Interstate Child Support, 1%92)

Are current incentives used by States to fund child support
enforcement activities?

According to a study by the HHS Inspector General {June, 1991},
most States use incentives for child support purposes. However,
incentives are used to supplant the existing State share of
gxpenditures rather than to suppliement the total expenditures on
ebild support activities. Initially several States did use
incentives to fund special projects or to enhance service
delivery, but such supplementation was disceontinved due to State
£iscal constraints, A few $States have requirements which mandate
that ingentives be used for child support or other child welfare
activities.

In States with county funded and operated child support systems,
incentive payments provide numerous pelitical subdivisions with
funds to run thelir child support programs. Where local jurisdic-
tions have to provide for a share of the State match, incentive
payments are often used &8 lecal mateh, thus reducing the strain
on local government budgets. The number of States and localities
who use incentive payments in this way is unknown. Additionally
some &States use ipncentive payments for non-~child support
purpeses, which 1s allowable uader current law.

If the current system was changed, such that States no longer
received separate incentive payments, how would they be able to
fund special initiastives or loeal child support improvements?

One advantage of the present incentive structure is that it
provides States {and some local governments) with a source of
filexible funding. Incentive £funds can now be used for many
things, including to respond to identified problems or to
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initiate program lmprovements without the need for new State
appropriations. Thus, any changes in the incentive structure
which eliminated separate incentive payments to States could
potentially reduce their budget flexibility, even where thelr
agyregate level of funding did not decrease. One way to insure
that States and their localities continue to have access to funds
which could be used for short term, high payoff oparational
improvements would be to establish a Wational Child Support
Enforcement Revolving Fund.

California already operates such a fund, which provides its
counties with “pump-priming” funds. Approximately $10 million is
provided to front the costs of its counties’ projects. Counties
reguest funds to conduct one-year projects that are anticipated
to in¢rease collections. Counties ¢an participate in one of two
optiong: A (all State and Federal funds); or B (some county
match)., Projects have an AFDC focus and the project must
ing¢rease collections by the county’s projected amount within the
fiscal yeayr or the State takes the money back. Increases in
collections on behalf of AFDC families are used to pay back the
fund.

Details on what a conceptually similar Federal program might look
like are included in Appendix .A.

Should incentive payments take into account any aspect of program
performance other than cost-effectiveness?

The current incentive system does not recognize States’
performance in areas other than efficiency. But efficiency may
not be the best measure of program effectiveness. {Pirog-Good and
Good, 1989) Nationally, most States receive pooxr marks for the
overall services which they render to clients. (Child Support
Enforcement Report Card, House Commititse on Ways and Means, 1991)

Incentives could gerve as motivators for States to improve
performance in all areas, inéluding establishing paternity and
child support orders. Unlike the current system, incentives
could be paid only when performance has increased or is being
maintained at the desired level. Ideally each incentive should
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encourage States toe commit additional resources to specific
activities which in the long run will lead to greater family
self-gufficiency and economic stability. Performance incentives
should also be clearly defined, reasonably attainable, and
financially attractive. The U.§. Commission on Interstate Child
Support recommended using mors performance based incentives in
funding the Child Support Enforcement Program. The Bradley,
Kennelly and Roukema bills implementing many of the Commission
recommendations would authorize studies or demonstrations to
develop bettexr performance based incentives.

How should incentives take into account the dual processing of
interstate cases?

Currently, child support ceollections from interstate cases are
credited twice in computing incentive payments -~ once by the
State which initiated the collection action and received the
collected amount and once by the responding State which secured
the reguired support payment. Thus, any restructuring of the
current system should address this duality. ({A similar issue
would arise if performance incentives are linked to the
achievement of specific standards or the performance of specific
tasks.) One possible solution would be to give primary gredit to
that 3tate which secured the actual collection amounts or which
performed the specific tagsk, Or given the low success rate with
interstate cases, we may simply want to continue double-counting
of interstate cases for any performance incentives developed.

what kind of incentives are considered in this paper?

In this paper, all incentives are designed to reward increasing
penetration, that is, for moving each State’s performance towards
some absolute standard (e.q., establishing paternities in x
percent of cases). Incentives are built into the finarcing
options in two distinct ways. One option includes direct
performance ingentives, with specific payments to States linked
to how they perform in five major areas: paternity establishe
ment, support orders, cases in paying status, AFDC terminations

" with child support, and overall cost-effectiveness. In some
cases, the specifie structure of the proposed performance
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standards remains to be defined, but could range from a fixed
amount or percentage for meeting soma absolute standarxd, to a
variable percentage payment which rises as improvemenis are
achieved or higher levels of performance are attained,
Alternatively, other options use a variable Federal matching rate
ag an lancentive, with the match increasing according to how well
States perform.

There is no magic about the five performance incentives selected.
They are used because they appear to represent achievement in the
basie mission of the Child Support Enforcement Program. Other
areas have been considered as well, for example, the percent of
awards with health insurance or other forms of hesalth care
coverage. Five performance indicators may be too many. The need
to simplify may indicate that fewer well chosen and reliable
indicators may be sufficient. The Department might alsoc want to
keep open the possibility of being able t¢ change by regulation
the indiaa?oxs used to ¢ompute the amount of Federxal support.
{Appendix B provides an additional discussion of considerations
for choosing performance indicators.}

Can negative incentives work as well as positive incentives in
improving performance?

Sanctions and penalties do represent potential negative
incentives which could be c¢onsidered for aghleving State
compliance with Federal sbjectives and program reguirements. The
use of sanctions or even reduced FFP might be considered in
conjunction with the option to stabilize FFP at a considerably
higher rate and eliminate the payment of performance incentives.
There is ample precedence to suggest that the threat of sanctions
and the imposition of audit penalties constitutes an effective
strategy to guarantee improved State efforts to provide needed
¢hild support services for deserving families. The threatr of
sanctions embodied into law appears to have contributed
significantly to the sharp decline in AFDC overpayments and case
error rates which occurred in the 1970's. {See Appendix ¢ for a
discussion ¢f the current effeacts of negative incentives.)
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3. pistribution of Collections

In FY 1992, States collected $7.96 billion in c¢hild support on
behalf of families receiving child support enforcement services.
Of this amount, $5.71 biliion was collected on behaif of non-AFPDC
families. Of the balance collected on behalf of AFDC families,
$435 million went to AFDC families, and $1.8 billion was retained
by thz PFederal and State governments. The federal government
pays lincentives to States from its share of AFDC collections,
{See graph entitled-Total Distributed Child Support Cellections}

Most AFDC families only receive the first $50 of current support
that a State collects each month., In & few States all or some
additional child support paid is us@d to recompute the AFDC
payment to take into account the gap between the State’'s AFDC
standard of need and the AFDC payment standard. Thesg gap
payments authorized in section 402¢aj(28}) of the Sovial Security
Act and implementing regulations in 45 CFR 232.21 were designed
to protect the income of AFDC recipients in States which, priox
to passage of PLL. 33-647, child support payments were permitted
to £i1] the gap between the State’'s standard of nead and the
State’s AFDC payment standard., The remaindsr of AFDC ceollections
is divided between the State and Federal governments to offset
the cost to each of providing AFDC benefits to the family. The
State keeps the same percentage of these collections as the
percentage it pays for the family’'s AFDC assistance (i.e., if the
State pays 45 percent of AFDC benefit costs and the Federal
government pays 55 percent, then the State keeps 45 percent of
the AFDC collections and the Federal share is 55 percent). Inm
non-AFDC cases, most ¢hild support collected is passed on to the
custodial parent,

The treatment of AFDC collections, from the reguirement that
families assign their child support rights to the State, to
decisions about how much goes te families, to the State and to
the Federal government, to how to treat arrearages and track the
distributions have made this particular area of child support
financing difficult to understand., In practice, the rules
governing this ares are extensive and complex. Discussed below
are some particular areas of concern that have received
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consideration in the context of developing alternative financing
options. A detailed disgussion of how the distribution rules
work is found at APPENDIX D,

Why is the distribution of child support collections for AFDC
recipients considersd part of the financing ¢f the Child Support
Enforcement Program?

Distribution of AFDC collections is not a financing tool per se.
Rather it represents a return of funds to the Federal and State
governments and increases budget flexibility. For wmany years,
shared AFDC collections have begn used to calculate the net costs
or savings that accrue to the States and the federal governments
as a result of c¢hild support activities. In the Presidént’s
budget decuments and the OUSE annual reports to Congress theseg
collections are displayed as offsets/savings to 8tate c¢hild
support enforcement expenditures, even though the ¢ollections are
actually offset against the States’ AFDC grant award request.
There are no restrictions on how the States may use their share
of the ¢hild support collected on behalf of current and formex
AFDC yecipients.

what is the assignment of child support rights o the State?

When a family applies for AFDC benefits that family must assign
to the State the right to any current child support due and to
any arrears that are owad t¢ the family (up to the total
aggregate AFDC p&ym&hts made to the family). ®hile a family is
on AFDC, States must first reimburse themselves for child support
due while the family was on AFDC before -they can pay the family
for any back support that is owed for periods when the family was
not recelving AFDC payments.

This assignment provision was enscted for several reasons:

{1} It was believed that most child support payments to
low-income families were made on an irregular basgis and
assignment would protect the family by stabilizing the
payments at the AFDC benefit level,

*
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{(3)

The State would not have to continually re-adjust AFDC
checks for over and under-payments resulting from
irregular collection of child suppoxrt. WwWhen the child
support program was authorized, most States would have
had to make such adiustments manuvally.

State and Federal governments c¢ould potentially recoup
past pald BFDRC payments by allowing payments for pagt-
due c¢hild support to be retained up to the total amount
of AFDC henefits paid. In effsct, past and current
child support became debts owed to the State and not
the family. Thus the assignment of support rights was
intended to offset the costs of providing assistance to
AFDC families. :

Does assignment of c¢hild support rights to the State have adverse
behavieral effects?

A common perception is that the AFPDC custodial families get
welfare~-not child support, and that the non-custodial parent
pays the State-~not the family. This perception exists in part
because with the exception ¢f the $50 pass~through, most child
suppoert is invisible to both parents.

.

This perception may reduce non-custodial parent’s
incentive to pay or Lo pay reqularly if he bellieves
that his payment is simply going to the State, and not
directly benefiting his children.

It may algo reduce the gustodial parent’s incentive to
work. For the AFDC custodial parent considering
employment, the earnings needed to egual or excesad the
entire AFDC monthly benefit amount would be gyreater
than the earnings reguired to equal or exceed the AFDC
benefit amount minug child support. If the c¢hild
support amount is not known to the custodial parent, it
will not be considered in achieving self-sufficiency.
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How does the current distribution system affect the economic
well-being of families?

The current distribution system affects families in different
ways. The incomg of APDC families is increased by up to $50 a
month because the $50 pass~through is disregarded in computing
the AFDC benefit amount. However, when arrears payments are
being made in addition to gurrent support, some families who
would have sufficient income to leave APDC becasuse of the
combined current/arrears child support remain AFDC eligible
because the arrears payment are not counted as income due the
family. For example, if an arrears payment of $10,000 was
collected, this income would be used by the State to recoup past
AFDC benefits rather than paid to the family so that the family
could establish economic independence. For current AFDC
families, the $50 pass-through provides more income but increases
dependency; the treatment of arrears potentially reduces
available income and also preolongs dependency.

For former AFDC recipients the current distribution system
decreases the economic viability of families struggling to
maintain self-sufficiency, States may retain any payments on
arrears to pay-off any child support debt still owed the State
for past due child support and for none-reimbursed pubkllic assis-
tance. This allows States to pay themselves back first for all
outstanding State debts, even when the arrears owed the family
accumulated after they left AFDC, The United States Commission
on Interstate Child Support cited this as one of the aspécts of
the current distribution process that needed to be revised. Other
advocacy groups, such as the Center for Law and Social Policy,
have also indicated their support for changes to the existing
arrears distribution policy regarding payment of arrears.

Baving assigned an AFDC family’s support rights to the State,
does the $50 pass-through increase their cooperation in pursuing
support?

While this provision was intended to create incentives for AFDC
recipient caretakers to caoﬁerate in the establishment of
paternity and ¢hild support awards, which ultimately might help
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to reduce their dependence on public assistance, there is no
evidence that it motivates coopsration and no link between
cooperation and paynment of the $50. In FY 1892, this provision
resulted in about $§352 million in payments to families,

This practice has had several effects:

. Only cases with current month collections receive the
pass-through. These cages already have an award and
the nonecustodial parents are likely to be the most
stable and highly paid. The possibility of obtaining
an award and thus the pass through may not be enocugh to
motivate cooperation in other cases.

. The $50 is not disregarded for determining Food Stamp
benefits. This reduces the value of the pass-through
in terms of family income to $35 and increases the
administrative aceounting burden on the State,

. State IV-A and IV-D administrators have expresssad
concern about the complicated nature of record keeping
for the pass-through and have alleged that these
provisions result in high administrative costs. (APWA
survey of IV Directors on the ¢ost of distribution
changes resulting from the Family Support Provisions)

How does the current distribution system contribute to the cost
of operating the child support enforcement program?

Bacause ¢f its complexity, distribution is & relatively expensive
function. On average annual distribution gosts reported by the
States are about 18% ©f total administrative costs of about 311l
per month per case with a collection. (Sixteenth Annual Report to
the Congress, Office of Child Support Enforcement) Most of these
costs are related to the cost of distributing AFDC collections
and take into account the $50 pass-through. In Georgia, one State
that has a waiver to simplify its distribution process by paying
8ll child support to the family and pay the AFDC grant as the
residual, the child support distribution costs are reported as
less than $1 per month per case with collections.
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It should be noted that simplifying the distribution of AFDC
collections for the child support enforcement program could
temporarily increase some AFDC administrative ¢osts, because ADP
systems for the AFDC program would have to be ilmproved Lo take
inte account potential variation in monthly child support
payments. Given current CSE statutory requirements that all
States have automated management information systems by 1995,
ageounting problems on the child support side may bhe only shorte
term. There is no similar date when we could expect AFDC ADP
systems to handle the change in distribution. Such reguirements
could, however, easily be included with other AFDC-related ADP
changes which will be required as part of welfare reform,

Are less economically advantaged States helped or hurt by the
current provisions for distributing AFDC collections between
States and the Federal government?

The present system splits AFDC gollections petween the Federal
government and States based on their financial participation in
providing AFDC assistance payments teo families. Since more
economically advantaged States pay a higher share of the
assistance payments, they c¢onsequently recover a higher
percentage of the shared APDC child support ¢ollections than do
poorer States. The calculation for determining the variable
match rates for sharing the cost of AFDC benefits between the
Federal and State government is designed to give the poorer
States a break. Using it for child support collections has the
opposite effect. For example, a poor State with an AFDC match
rate of 75 percent generally would pay 34 percent of the costs of
the CSE program, but would only recgive 25 percent of the AFDC
cellections. A richer State with an AFDC match rate of 50
percent would pay 34 percent of CSE administrative expenditures
but would get back 50 pérﬁent of the AFDC ¢ollections.

The Congressional Research Service in its 1989 report to the Ways
and Means Committes calculated that under current law provisions
the break even point for the poorest States is 55% higher than
the break-even point for the richest States (p.70)}. Additional-
ly, the difference between the break-even point for the State and
the federal government is five times greater for the richest
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States than the poorest States. If peor States act in their own

best interest and try ¢o break-even on the operation of the ’
program the federal government will break even. Yet rich States

would have to collect twice as much money to make the federal

government break-even as they have to ceollsct to make themselves

break even.

fiow is the distribution of AFDC collections treated in this
paper?

Current policy regarding the distribution of AFDC collections
exists within the tension created between the two potentially
conflicting goals of cost reduction and self-sufficliency. Child
Support ¢cllections on behalf of AFDC families were initially
seen as revenue that the government could use to offset growing
welfare costs. However, emphasis in the AFDC program has shifted
to promoting economic self-sufficiency of recipient families.
Child support collections can be viewed as income which should be
directly available to AFDC families to reduce their reliance on
welfare, and when combined with work can ultimately improve their
economic position.

This paper, and all of the options presented in the following
section, are groungded in the premise that the Chilid Support
program should provide a means to increase family well-being and
to help those on assistance to achieve gself-sufficiency. To do
this AFDC families must be aware of what has been collected, and
of its potential, if combined with earnings and the earned income
tax credit, to remove them from the assistance rolls.,

T¢ this end all of the options start from the premise that all
collections, whethexr AFDC or non-AFDC, should be passed in their
entirety on to the families for whom they were collected. This
treatment most completely addresses tws of the three goals of a
restructured financing system-increasing family economic
independence and simplification. The third goal of increased
investment in child support would also be addressed to the extent
that administrative costs related to distribution would be
reduced and States could then invest those resources in other
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moxe resulis oriented child support services, such as award
establishment,

There¢. is some congern, however, that this choice could undermine
some 2f the political support for the program among the States.
Child Support has often been sold as a money making program or at
least a nop-tax increasing program.. At least one State and many
local jurisdictions in county operated States, use the returned
AFDC ¢collections to operate their Child Support program.
Therefore, options, that pass some, but not all support to the
family, could also be considersd. Alternative ogptions for
digstribution including retalning arrearages to offset AFDC
benefit costs are discussed in APPENDIX E.

Would changing the distribution process result in higher net AFDC
costs?

The effect that changing the distribution process has on AFDLC
benefit costs depends entirely on whether the child support
received by AFDC families is considered countable ingome for
purposes of determining the AFD{ benefit amount. If the current
$5¢ pass-~thyough was eliminated, the cost of AFDRC benefits would
be reduced by an additional $332 million {(the amount of the $50
pass-~through in FY 1952y, If all AFDC-arrears payments vere
passed through to former-AFDC recipients, rather than retained by
the State, AFDC benefit costs would be increased by 8282 million.
Arrears payments for former AFDC recipients ave off-set against
current aggregate AFDC benefit costs. Making both these changes
would result in shared State and Federal savings of about $7¢
million.

T%eating current and arrears support for AFDC reciplents as
income would likely result in a small reduction in the AFDC
caseload, because some families would have encugh ¢hild support
income (especizally in combination with other income} to exit
welfare., Arrears payments represent about one~third of the child
support collected on behalf of AFDC recipients,

However, thers has been some interest in the possibility of
increasing the amount of child support disregarded in determining
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the AFDC benefit amount or allowing all States to use child
support to £i11 the gap between the AFDC standard of need and the .
AFDC payment standard. The Bradley, Roukema and Kennelly bills
{S. 638, H.R. 1600 and H.R. 1961} that would implement the
recommendations of the U.S. Commissicon on Interstate Child
Support, contain provisions to allow any State to become a £illw
the-gap State. If substantial changes were made in the amount of
the disregard or in the number of States using “gap” procedures
then less of the $2.25 billion in AFDC collections would be
available to reduce AFDC benefit costs. The experience of the
Georgia Welfare Reform Demonstration, which uses child support to
£i1l the gap, is discussed in APPEHDIX F ({forthcooming}.

There may be additional administrative cost implications for the
State, although not necessarily for CSE. From the CSE perspecs
tive there would bke little, if any, increased administrative
eost,  Instead of running three distribution pystems-one forx
current AFDC recipients, one foy former AFDC recipients (if any
AFDC arrearages remain) and one for non-AFDC reciplents, the CSE
system would only run one distribution system-all child support
would be received, recvorded and forwarded to the family. States
would still be required to track AFDC status on thelr data
systens because information on collections for AFDC families
would have to be forwarded to the AFDC program for automatic
adjustment against the next AFDC payment. The Family Support Act
regquired that all CSE systems have an automated interface with
AFDC by 1835,

Bowever; for the change in distribution to work efficiently,
State AFDC automated systems would have to be able o0 accept the
information from CSE and use it to automatically adjust the AFDC
benefit amount to take into account the child support collec~
tions. Currently not all AFDC systems are able to adijust benefit
payments based on this type of automated interface, Again, the
Georgia welfare Reform Demonstration would indicate that such an
interface is neither particularly complicated or expensive when
both the AFDC and CSE program are state-operated or when collect-
ion and check writing functions are centralized. It could be
assumed, however, that with increasing work participation and
other requirements resulting from welfare reform, improvements
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and changes will be reguired of the existing AFDC automated
systems to allow rapid adijustments in AFDC benefits due to
earnings, disregards and sanctions, Within this context, any
additional costs to improve AFDC automated systems to accept the
automated CSE information would not be substantial,

Would changing the distribution process adversely effect AFDU
families?

Any change in the distyibution process could adversely effect
some families. Eliminating the §50 disregard in the AFDC program
could result in some families having slightly less income or no
longer being eligible for AFDRC. Howvever, the decision to change
the disregard is not integral to the decision to change”
distribution. If all child support ¢olliections were passed
through to the family, the disregard for calculating AFNC
benefits could be eliminated, left at $50, or changed to some
other amount. Except for child support, all other income
disregards in means-tested programs are based on income that the
family receives directly and reports to the program eligibility
workers,

There are two other situations, howeveyr, which could adversely
gffect families. Both situations are related to the irregular
payment of c¢hild support. First, some families could periocdical-
ly lose eligibility for AFDC due to child support payments and
then have to reapply for AFDC when the next child support payment
was reduced or missing. Some procedure would have to be
developad to reduce the effect of churning due to sporadic spikes
in incemes on the client and the AFDC program administration.
With an automated syst&m;in place, it would be possible to treat
such families as APIC eligible but with z2exo payment for a number
of months (for example, three months) before terminating the
case. This would ensure that the increased payment was stable
before any action was taken to close the case. Some additional
Medicaid and ¢hild care costs might result from such a policy,
but they would not be expected to be substantial and would be
partially offset by reducing the AFDC administrative cost of the
churning effect.
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As a part of this policy consideration, there would also have to
be a decision about how to treat lump-sum c¢hild support arrearaqe
payments, such as taxw-oifset payments. Such payments could
easily make famillies ineligible for AFDC bepefits in the month of
receipt or longer. Undex current peolicy most non-repccourring
lump~sum payments make families ineligible for AFDC for a length
of time equivalent to the lump~sum payment divided by the monthly
benefit amount. The exception is income tax refunds., including
EITC payments, which are treated as rescurces, rather than
income, up to the allowable resource level.

The second problem area relates to irregular payments which would
not change eligibility status, but would cause the AFDC benefit
payment to fluctuate from month to month. If AFDC families were
treated like all other families they would receive their child
support on a periodic basis, within 15 days of receipt by the
State. PBecause the AFDC payment would be adjusted for the
receipt of child support in the following month, any reduction in
child suppoxt would reduce the family income for the remainder of
that month. Conversely, if the child support payment was highsr
than usual, the family would have to “"save” the money until the
next month to make-up for the reduction in the next AFDC benefit
check. 1In Georgia and in Australia there is a two month lag
between the child support payment and the benefit adjustment,
i.e., child support paid in April is accounted for in the June
benefit check. However, a calendar month does not have to be
used. The lag time could be.shortened by using an accounting
perisd for child support that runs from the 20th to the 20th or
some other comparable period which would accommodate the transfer
of information to the AFDC program,

One alternative would be to "hold” the child support for AFDC
families and pay the AFDC payment and child support at the same
time. <This would eliminate income uncertainty for the AFDC
client and if the AFDC payment and c¢hild support were made ags two
geparate payments {(perhaps with two different color checks) the
payment distinction could be maintained.

One objection to this alternative is that the advocacy groups
fought long and hard to reguire States to make child support
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payments to the family promptly upon receipt by the States,

Theilx contention was that the money belonged to family and not to
the State., States had used the argument of administrative
simplicity and stability of income flow in support of a single
child support payment date for all child support families, but
the advocates were not convineed. Advocates wanted the same
prompt payment standards to apply to the $50 pass~through for
AFDC families as well, aithaugh the Department did not make
follow their recommendation in the final rule. Holding the child
support payment for up te & month, even if the intent is to
stabilize the income flow for AFDC families may be segn as a
retreat from the prompt payment policy.

Qver time fluctuwating payments may become less of an issue, Over
half of all AFDC child support is collected through wage
withholding and the proportion of current support collected
through wage-withholdingﬁis substantially higher. 1I€, as a part
of the welfare reform initiztive, a new hire reporting system and
long arm wage-withholding go into effect, payment irregularity
and fluctuation may be limited to the self-gmployed and those
with periodic unemployment.

E. Fees and Cost Recovery

In FY 1932 only two percent of administrative costs were
reimbursed through fees and cost recovery, including interest.
However, the rate of recovery varied significantly among the
States, from zero recovery to about 17 percent of costs.

Currently, States must charge application fees to non-AFDC
applicants for child support services. They may ¢harge a flat
fee of up to $25 or devglop a sliding fee schedule. The State
may pay the fee itself out of State funds. Costs in excess of
fees may be recovered from the custodial or non-custodial parent,
e.g., genetic testing fees, tax offset fees. No fee oy cost
recovery is allowed against AFDC, Title IV-E Foster Care, and
Medicald~only recipients, nor can these individuals be charged an
application fee for the continuvation of c¢hild support services
when they are no longer eligible for AFDC or Medicaid benefits.
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Cost recovery due to interest results from the States placement
of undistributed child support in interest bearing accounts.

A State may slect to recover from either parent any ¢osts
incurred in gxcess of any fees collected. Fees and recovered
costs are subtracted from expenditures prior to application of
the federal matching rate and the computation of the State’s
cost~effectiveness yratic. Fees and cost recovery represent a
shared offset to expenditures and increase State incentives by
redaeiﬁg the cost of collections.

Why is such a small amount of program expenditures recovered by
the States?

Collection of fees and cost recovery has not been a State
priority. In the absence of & required minimum payment, many
States have chosen to set their fees at a nominal amount and to
pay the application and Federal Parent Locator Sexvice feesg fron
son~yeimbursable State funds. OQOther program fees are optionsl
{e.g., tax refund offset fees, genetic testing fees),

If universal services are a goal im child support, fees and cost
recovery will become more important, as the ¢osts of providing
services could increase substantially. The two States that have
substantially increased their fees and cost xecoveries are States
that have alsco chosen to incorporate most child support awards in
their State CSE system.

Are fees and £cOSt recovery necessary?

To charge or not to charge a fee has been a controversial issue
from the beginning o0f the program. If the noen-AFDC women who
would use CSE services are primarily poor and near-poor women,
hovering on the brink of welfare dependency, then charging fess
would be c¢ounter-productive. Making it more difficult to receive
CSE services could result in more families relying on welfare.
Certainly the strong political support for mandating CSE services
to non~AFDC women was in part generxated by research in the late
70's and early 80°'s showing the feminization ¢f poverty and by
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national statistics indicating that non-payment of support was at
least part of the reascn for female hesded-heusehold poverty.

However, of the families that voluntarily use CSE services only
15 percent have incomes below the poverty line and an additional
10 percent have incomes between 100 and 150 percent of poverty.
S0 three-guarters of the women using CSE are not poor or even
near poor. For non-poory families who have the means, thers may
be less of a reason not to impose fess and recover costs to
partially offset the costs of services provided., According to an
OCSE funded study by Advanced Sciences, Inc., the cost avoidance
for the government (Federal and State) of providing services to
non-AFRC families is only §1 aveided for every $5 of expendi-
tures.

The non~AFDC portion of the CSE caseload has grown substantially
since passage of the 1384 Child Support Amendments which made
services to non-AFDC families mandatory. In 1984 the non-AFDC
cas@leoad was 1.8 million, less than one third the size of the
AFDC caseload. In 1%%2 the caseload had grown to 6.4 million
about threew~guartérs of the size of the AFDRC caselcad of 8.7
million. As the non-AFDC caseload grows larger in comparison to
the AFDC caseload, the government costs in relationship to the
government savings will increase. Some states have responded to
this explosion in the caseload by taking fee and cost recovery
pelicies more seriocusly then they have in the past.

H

How are fees and cost recovery treated in this papex?

This paper does not incorporate fees and cost recoeovery into the
proposed financing options. However, there is nothing in any of
the options considered which precludes the charging of fges or
allowing States to undertake cost recovery.
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XIX. OPTIONS FOR RESZRUCTURING CHYLD SUPPORT ENFORCEMENT
FIRARCING

A. Assumptions

The fundamental premise underlying the options in this paper is
that the purpose of the Child Support Enforcement program has
changed, and that conforming changes therefore are needed in the
financing structure to reflect and advance the program’s new
direction., Whereas when the program was created, it was designed
to serve AFDC recipients and to generate revenue for the
government which ¢ould be used to offset the cost of recipients’
assistance payments, the Child Support program pow serves as a
vehicle to increase family well-being and economic stability for
both AFDC and non-aAFDC c¢lients.

To this end. in developing options, a nunmber of assumptions have
been made, as discussed below:

! KT ¢ ] 2L better. Despite
&QVLng had a ganerau& finanCLng structure, including
incentives, States have not worked a substantial
portion of thelir easeloads, and their performance
remains well below its potential, One focus of the
options should be to devise a structure which more
effectively induces $States to provide serviges to more ’
families so as to increase the number who are able to
become self-sufficient,

the ggal

+

or making progress

towards such a st&ndard {& q., establiahlng paternities
an 75 percent o©f cases).

in their IV D progqrams and gg g;@pilfv tmﬁav s comgiex
financing structure,
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mil . The goal af the pragram is tQ increase the
well-being of all families, helping those not on
welfare to stay off, and those on the rolls to find
theilr way to self-sufficiency, The emphasis needs to
be placed on increasing the success of activities
{e.g., paternity establishnent, establishment of
orders, increasing orders with collections} which
benefit all individuals, rather than on activities for
one group over another.

retained by the States or the Federal government.
Consistent both with the effort to increase familieg’
economic stability, and not to make distinctions
hetween those on or off of AFDC, all of the options
proposed below begin with the assumption of a 100
pexcent pass through of collections to all families.

In addigion %o these uadérlying agssumptions, several areas were
left unaddressed. UNHone of the options preclude changes should
decisions be made on these areas, nor are any of the options
dependent on their inclusion. These are:

. Feeg and Cosi Recovery. No recommendation has begn
included on whether fees and cost recovery polilicy
should be change. However, nothing in any option
precludes the charging of fees or the recovery of

costs.
. Universal Services. ¥For the purpoases of FFP and any

incentives, all families will be treated alike. 7The
issue of providing universal services is under review
by other groups. However, should a decision be made to
mandate child support services for evervone, the cost
implications would need to be considerad in terms of
the options which have been developed.
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: ibe Cages For purposes of

calculating incentives, some consideration will have to .
made regarding the double counting ¢f incentives. Given

existing repoxted State data it is not possible to

eliminate double~counting in estimating State perfor-

mance or performance incentives,

B. The Options

Building from the premise and assumptions above, four options
were developed:

Option 1:

Option 2:

Option 3:

Option 4;

Expanded Performance Incentives--Reduce direct Federal
matching and link Federal funding to specific perfor-
mance incentives which reward States for successful
action on more difficult cases;

Variable FFP With Incentives~~8tates receive variable
direct Federal matching dependent on their different
economic and financial abilities to fund their IV.D
programs. Incentives would be linked to collections.
Families would receive a bonus to establish support
Orders,

High FFP~-States receive very high direct Federal
matching providing a reliable and predictable source
of funding. This option has no separate performance
incentives but would have increased Federal contyrol;
and,

Tiered FFP-~All direct Federal matching for States
would be variable, dependent on how well a8 State
performed. (A matching rate ficor would be established
helow which no State would fall), Since performance is
built into the matching rates, this option has no
geparate structure of incentives.

A separate description and discussion of each follows.
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Pescription

Reduce direct Federal matching and in its place allow States to
meet or exceed thelr ¢osts through strong performance incentives
which reward States for caseload penetration and successful
action on more difficult cases.

Rationale and Current Problems Addressed

Current incentives give States little encouragement or reward for
investing resources in difficult cases. Every State receives a
minimum incentive regardless of performance, and the spread
hetween the minimum and the maximum incentive rates is small,
limiting the marginal regurn from investment of additional
dollars. PFurther, because direct Federal financial participation
{FFP} at 66 percent is high, States have less need to generate
addiviopal dollars over and above their minimum incentive in
order to cover their costs,

This optien would corrvect the current situation by creating real
incentives, paid only if a State achieves real performance-
oriented gyocals. HNo longer would all States automatically receive
a minirum incentive. Further, by decreasing the reimbursement
States obtain from direct FFP, and increasing the amounts which
can be pald out in incentives, earning incentives would become
mors far more important to States.

Discussion and Variations

Types of Incentives. While any combination of incentives could
be packaged under this option, five have been chosen which are
also used in other options which include a performance ingentives
component. These would apply to all collections, AFDC and none-
AFDC alike, and could be implemented directly or phased in over
time. ‘These five incentives include;

H

Total Cost-effectiveness (total collections divided by total
expenditures);
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Paternity Establishment (Percentage of Paternities Deter-
mined);

Grder Establishment (Percentage of Cases with Orders};
Paying Cases {(Percentage of Cases in & paying status}; and,

ArDC Terminations {due, at least in part, <o child support
collections)

The recommended approach to computing these five performance
incentives is to use "Weighted Ratlos.® That is, the Federal
Government would pay each State the eguivalent of a weighted
percentage of their Federal share of AFDC collectiong. This
amount would be based on 5tates percentages {(determined by each
State} on each ¢f the five performange incentives. For example,
a State might recelve no bonus for determining paternity in the
first 25 percent of its case load. From this 25 percent mark, as
the percentage penetration increases, the percentage incentive
would increase. The incentive would be set at the highest level
{and most performance enhancing) for deep penetration of the case
load.

Alternatives: There are two alternatives to welghted ratios:
Fixed Ratigs and Bonuses. Under Fixed Ratios, each State would
be paid a fixed percentage based on its percentage achieved on
each of the five performance indicators. Under a Bonus system,
each State would be paid a fixed amount for each ocourrence {($20
for each paternity established, ete.) Fixed Ratios and Bonuses
have the advantage of simplicity--but they provide little
inducement for States to work more difficult cases.

Reduction in FFP. For planning purposas, Statesg need to Know
that they will have & fixed rate of Federal financial participa-
tien. This is currently 66 percent. Option One would phase in a
gradual reduction in FFP, with gradual conversion to a strong
system of performance incentives. Thus, ¥FP could be reduced to
60 percent in modest increments of 2 percent every 2 years. Ths
first drop could be delayed anywhere from 1 toe 3 years, depending
on the magnitude of the other programmatic changes the States are
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asked to make. Alternatively, a more rapid phase-in could be

used,

g.g., reduction ¢f the FFP in larger increments to a lowar

final percentage, such as 50 percent.

Pros

¢ Places an emphasis on psrformance, and provides strong
financial rewards to States that can do so.

%

o Eliminates existing floor on incentives which renders
gurrent incentives impotent.

G Encourages and rewards States for working more difficult
zases which results in increased caseload penetration.

o States would be less likely to charge expenditures to the
Thild Support Enfercement program to take advantage of high
PFP yates as compared with all other options; cost alloca-
tion problems would be minimized.

Cons

o A less certain funding alternative for States, reducing the
direct FFP on which they can count., Subjects State planning
to the uncertainties of whether performance geals will be
achigved., Fails to recognize that some States will be
hamperad by an inability to increase resources necessary to
increase performance.

o kelatively complex option, especially in terms of setting
the incentives schedule.

OPTION 2: VARIABLE STATE FFP RATES WITH MODERATE INCENTIVES

Description

States recelve variable direct Federal matching reflecting their
different economic and financial capacity to fund their

iIv-D programs. Incentives would be linked to collections.
Families would receive a bonus to establish support orders.

43



Rationale and Current Problems Addressed

The current financing system of fixed national match rates for
expenditures clearxly favors the larger and more afflusnt States.
Since the poorer States have less money to allocate among all
programs, they find it more difficult to appropriate the
resources needed to correct problems and expand child support
agtivities. In addition, the current disparity betwgen Federal
mateh rates applicable to shared expenditures and those
applicable to shared AFDC colleciions confers a significant and
unwarranted advantage to the more wealthy States.

Option 2 attemptis to correct both of these ineguities. In liew
of the current fixed matching rate system, Option 2 proposes the
adoption of a variable State-specific FMAP match rate structure.
Such a system would encourage poorey States to zpend more State
funds on c¢hild support enforcement activities. At the same time,
it would also remove the disparities created because ¢f the use
of FMAP match rates for shared AFDC collections,

The current formula for determining incentive payments rewards
both inefficient as well as efficient State program operations.
All Btates -~ no matter how low thelr ratio of gross gollections
Lo program expenditures -~ reéceive a minimum ineentive of 6
percent of AFDC collections received plus 6 percent of non~-AFDC
gollections {capped at 115% ¢f AFDC ¢ollections). In addition,
the current system for calculating incentives tends to discourage
States from pursuing the more difficult or less productive ¢hild
support cases,

Option 2 would replace the current cumbersome formula for
determining incentive payments with a simplified fized percentage
commission system based solsly on collections, Since collections
might be viewed as a proxy for other actions {e.g., paternity and
arder establishment), State performance in these areas would
inplicitly be encouraged. Priority would go to the vollection of
child support funds from non-caretaker parents rather than to the
achievement of marginal incremesnts in the cost~pffectiveness of
the program. States would be able to set collectlons targets
knowing what the amount of their performance rebates would be.
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Finally, in ogder to secure the cooperation of the.caretaXer
parent in establishiag paternity, locating the absent parent, and
seguring a court order, there would be an assured bonus payment
of $300 to the family once a final court order has been
established. This bonus could be limited to AFDC families, if
costs need to be constrained. Alteérnatively, the bonus could be
given as a $50 monthly supplement te the AFDC payment rather than
through the Child Support Enforcement program.

Digcussion and Variations
This opticn has three principal components:

Q Pederal Financial Participation
Bet State FFP matching rates for expenditureg at the
variable Federal Medical Assistance Percentage {(FMAP} -~- the
same match rates as are currently being used to distribute
child support collections between the Federal and State
governments, and the same rates as arg used to reimburse
State AFDC benefit cosgts. (Nothing would preclude the
alternative of using nther variable rates.)

o Performance Incentives
@ive each State a fixed commission percentage based on their
collections as a performance incentive. The percentage
amount could be applied to either total ¢ollections or
differentially to AFDU and non-AFDC collections separately
to produce the same level of Federal financial assistance.
States could be mandated to reinvest all or part of the
monies received into their child support programs or gould
be glven flexibility in how these funds were used.

o Reward Families for Achieving Results
Give each caretaker parent & one-~time $300 payment for each
court order established. 7This bonus would be eguivalent %o
a $50 time-limited pass-~through for the first six months
afver a final court order has heen secured, Alternatively,
replace the current $50 pass though with an assured $590
bonus payment once the final court orxder iz in effect.
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Pros

o Does not confer advantages to larger and more affluent
States,
o Uses match rates already being used in other programs {e.g.,

AFDC, Medicaid).

o Recognizes differences in State financing capabilities,

o Incentives would be simple to administer and target a
primary desired outcome ~- c¢hild support collections.

o Incentives could be flexibly structured to apply to all or

only certain types of collections and would not penalize
States for working difficult cases.

o The bonus to families would assure them a guaranteed amount
unrelated to the amount of child support collectad. It would
also motivate States to pursue collections onge court orders
are secured,

© Bonus payment is large enough to engourage cooperaticon and
participation by the caretaker parent.

Cons

¢ Some States may suffer a loss of Federal financing

o Does nothing to assure that needed program services will be
provided for difficult cases

o Bonus approach penalizes families if court orders are

delayed or difficult to obtain, and ¢ould be vexy costly.
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OPTIOR 3: RIGH FFP/RO INCENTIVES/SANCTIONS FOR NON-PERFORMANCE

Description

States would receive very high direct Federal matching providing

a reliable and predictable source of funding, This option has no
separate performance incentives but would have ingreased Federal

control.

Rationale and Current Problems Addressed

This option is designed to eliminate the complaint that States
lack sufficient funding for their child support enforcement
progranms, and therefore do not perform at high levels across all
cagses. By providing a very high level ¢f direct Federal funding
for the program, perhaps even funding at 100% of expenditures,
States should be able to extend necessary serviges to all cases.

Discussion and Variations

This option could be structursd to provide a base 82% funding
level with variable rates increasing up to 100% to emphasize
certain worklioad or administrative activities, The base B2% FFP
funding level is roughly eguivalent to the present funding
styucture of 66% FFP and incentives, In FY 1992, although the
sffective FPP rate for States in the aggregate was 82%,
individual States recelved reimbursement under the current system
0f combined FFP and incentives that ranged from a high of 130% to
a iow of 71%.

el FFP tiers could be created whereby certain agtivities are
reimbursed at higher rates (e.g., FPFP could be incraased for
paternity establishment activities from the 8§2% basic rate
Lo 95%).

o $tates could be given increased FFP to achieve certain goals
such ag develop a uniform CSF administrative process,
centralize operations at the $tate level, develop a central
registry system, develop uniform/compatible computer systems
or develop uniform operating procedures.
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Alterpative: The Federal government could alsoc provide total

funding to Btateg for all expenses necessary to administer thelir ‘
child support program operatiouns. However, this would reguirve

increased Federal control through more extensive Federal

monitoring invelving both program oversight activities and audit

activities {e.g., increased audit activities to control allowable

coests) .

Under this alternative, the program budget would be limited by an
appropriation from Congress each year. However, the budget
allocation for each State would be difficult to determine due to
the vavriances in program administration among the States. To
effectively implement this option, the States would have to have
somg uniformity in program administration s¢ that a financial
management system could be designed to develop State-by~State
program budget estimates.

A successful example of this alternative is the joint administra-
tion of the disability program by the Social Security Administra-
tion (SSA) and the State Disability Determination Services
(DDS8s). S8A pays 100% of the costs (i.e€., over §$1 bhillion:
incurred by the states for performing this function while giving
the States maximum managerial flexibility. To monitor the
States, S5A has regulations which include standards for
“"acceptable” accuracy and timeliness of disability deteyminations
and also give SSA authority to conduct technicsl management and
assistance (TMA)} on an optional or mandatory basis for poor
performing DDSs. A recent GAO report concluded that the joint
administration of the program was satisfactory while acknowledg-
ing that improvements could be made.

Pros
0 Simple to understand and simple to administer.
0 States retain full responsibility o manage and operate

their programs with monitoring and oversight to be provided
at the Pederal level. States would s8till have some

investment in the program, and would, therefore, be able to
have influence over how the program is managed and operated.
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Eliminates incentives that have historically distingaisﬁad
AFDC and non-AFDC ¢ases and treats all types of cases the
same.

Provides a yreliable and predictable source of funding for
States, which would help States’ Governors and legislatures
to budget for the program. Also reduces the differences
that States face in' resource availability as a result of
demographics. This type ¢f approach has been advovated by
the IV-D Directors and is being considered by the Congress.

Reduces States' investment in the program which could
negatively affest their level of commitment. ;

pifficult to control costs as there is less incentive for
States to limit costs or to improve cost-effectiveness. In
addition, there may not be any corresponding improvements in
program performance. Federal monitoring would significantly
increase together with a corresponding increase in andits

- covering allowable costs; increassd emphasis would be placed

cn Federal performance standards and operating procedures.

resources needed at the Federal level for monitoring and
oversight activities could be considerable and gxtensive.

To justify thelr expenditures States could he reguested to
provide detailed information to include various worklead
reporting activities, staffing resources used, and reporting
of administrative costs.

Federal level monitoring activities could be minimized or
rendered ineffective 1if there is insufficient leverage
provided to require States to meet certain minimal program
performance reguirements.

Approach is not performance-based which could make motivat-

ing States’' performance more difficult, especially in terms

of encouraging States to penetrate specific CSE workloads ox
concentrate on specific areas where performance improvements
are neegded,
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o Various PFP tiexs ranging from 82% up to 100% FFP could
create an administrative burden without a corresponding ‘
program improvement. For example, if 82% FFP were paid for
one activity and 95% FFP paild for another activity, the
percentage increase in FFP may not lead to any difference in
State performance, and thus the additional administrative
purden of differentiating costs and reimbursements may not
be warranted.

OPTION 4: TIERED FFP {WITH INCEE’T;QES INCLUDED IN THE FFP RATE)
Description

All direct Federal matching for States would be variable. Higher
FFP matching rates above the floor would be paid based on how
well a State performed on a number of measuvres. (A matching rate
floor would be established below which no State would fall).
Since performance is built into the matching rates, this option
has no separate structure of incentives.

Rationale and Current Problems Addressed

Current incentives give States little encouragement or rewaxd for
investing resources in thelr child suppurt programs to improve
State performance. Rather, every State receives a minimum
incentive regardless of performance, and since the spread between
the minimum and the maximum incentive rates is small, the
marginal return from investment of additional dellars is limited.

This option would correct the current situation by linking FFP to
performance. As States increased their performance, their
Federal matching rate would also increase. As in option 1,
performance would be measured across five scales: Total Cost-
effectiveness, Paternity Establishment, QOrder Establishment,
Paying Cases, and AFDC Terminations Due to Child Support
Collections. Poor performing States would have less of their
programs funded by Federal deollars but such States could always
perform their way back to previous or higher FFP rates even after
their FFP rate was reduced for poor parformance.
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This option will also encourage States to invest more money in
their child support enforcement programs. States will only get
money from the Federal government if they spend money on the IV-D
program. This should be a strong incentive to invest in the
Xinds of activities that will maximize performance in such IV-D
functions as paternity and order establishment, and to do s0 in a
cost/effective manner. Where incentives are based on collec-
tions, working unprofitable cases is not a logical strategy for a
State to follow. This option does not base its incentives on the
magnitude of collections, but instead rewards the performance of
the IV-D funetions that are necessary to create a paying case,

Finally, this option would 2liminate the current linkage of AFDC
and non-A¥FRC collections, which is another problem with the
current system. Presently, a State’s performance in the area of
non-AFPDC collections may be constrained by its perforxmance in the
area of AFDC collections. Option 4 makes no distinction between
the two types of collections, Option 4 would also simplify the
incentive structure, since separate incentive payments would not
be reguired. Further, the incentive under this option would be
real, since it would stringently avoid paying States for non-
performance,

Discugsion

Under this option, each State would be sicored on a scale
consisting of each of the five performance measures. Pach
measure would account for 17 percent ¢f the total possible points
a State could get for maximizing that measure {100 percentage
points divided egually among 5 measures). Thus, if a State
established 80 percent of its paternities, it would receive 80 x
.17, or 13.6 points for that measure. The five measures treated
thus would add up to some number, with a ceiling of 100, that
would represent that State’s total FFP, If the State’'s total FPP
score were below 50, then the State would receive whatever the
floor was determined to be.

Theoretically, any of the five measures could be weighted
differently than equally if pelicy determined it desirable to
encourage paternity or orders or cost-sffectiveness.
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However, States would always be assured of a minimum Federal FFp
mateh. A matching floor would be established, under which no
state could f£fall, a State assurance for budget and planning
purposes. Penetration ¢of the hard-to-work cases would be the
only way a State could successfully earn FFPP above the dasignated
£loor. States would be avdited to certify the reliability of the
data on which their performance assessment and thus, FFP, are
calculated.

FFP floors and ceilings would have to be revisited on some
periodic basis in order to keep them realistic and meaningful.
The system would establish an FFP floor that would be guaranteed
to the State, but which could be set at different levels, but for
purposes of exposition, say, at 50 percent. There would alsc be a
ceiling that could likewise be set at different levels. It would
be all or a portion of the percentage point distance between the
floor and the ceiling that a State would earn and regeive as an
incentive for good performance,

Alternatives: Two alternatives to setting the ceiling at 10¢
percent include:

Ceilin £ BS regnt FFP.  Currently about 85 percent of the
States’ costs are paid by the Federal government, so this sub-
option would be similar to what is done now, except that all
Federal funding of the State programs in this option is done via
the FFP rate, and nothing via special incentives. A State does
not get full Federal funding unless it meets standards. The
State could earn up to 35 percent additional FFP for its program
if its performance were excellent.

: cergent FFP. This subwoption would alleow a still
hzgher percentage for good performance with the possibility of a
fully Pederally funded program and a small bonus for exceptional-
1y good performing States. Using the performance of the
theoretical State above, and setting each ©of the measures egually
at 22 percent (110 percent divided by 5 measures}, the state
would have earned an FrP rate of 67.32 percent,
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Pros

Increases establishment of paternity and gsupport orders. A
state will not do well in'th&s‘meaxure unless it establishes
paternity and support orders. In this way it is skewed
toward attention to AFDC cases because they are the cases
more likely to be lacking paternity and support orders,
Likewise, the measure "AFDC cases going off of welfare" does
the same thing.

Focuses on getting all non-custodial parents to pay
something. The measures promote attention even to cases
where the payment potential would not necessarily be great.
Paternity and order establishment may or may not pay big
dividends, but in Option 4 would count toward earning FFP.
Thus, there would be no motivation to ignore difficult cases
as not likely to pay off, as often happens now with teenaqged
father cases; a state that worked such cases might not get
immediate large collections, but would receive credit for
paternities and orders established.

This Option will encourage the states to go after these
short-run "unprofitable® cases.

The states are rewarded gtrictly for performance. <Compared
to the way incentives are now figured, the system is
relatively simple and easy to understand and operate.

Will not waste federal funds meant to encourage child
support functions on poorly performing states.

Performance measures could be weighted differently to
emphasize paternity orx order establishment. The state’'s
incentives are balanced across all of the functiecns that
IY-D needs ¢o perform and generally do not reward working
one type of vase over another. The total federal cost is
limited to current levels of expenditure, leaving room for
future initiatives sc that a creative and targeted set of
incentives could be designed that would encourage state
performance in child support areas not now covered.
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Cons

o States will have to work very hard to do well, and families
may suffer from States inability or unwillingness to invest
in their child support programs. 3States could, as they can
now, decide the program level by deciding how much of it
they are willing to anderwrite. States do not aiways fund
at the level that is needed to get the job done, This
option would de nothing te change that fact, but the federal
government would also not be putting money into the program
in the absence of State commitment.

o States would have to ¢operate outstanding programs to achieve
the level of federal funding that some «f them now achieve
under the current system, especially undey the 85 percent
ceiling sub-option.

€. §gmar§

The four optlons reflect different philosophies about role of the
Federal goveranment in supporting the Child Support Enforcement
Program and in the expected behavioral response on the part of
the States. All of the options have strengths and weaknesges in
relationship to the other options. The options have purposefully
been presented in highlight their differences. Variations or
hybrids g¢ould easily be developed. A table comparing major
provisions is presented on the following page.
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fxpanded Yariable Eigh Tiered
Performance FFP With FFp FFP

Incentives Incentiveas

Ontion 1 Ontion 2 Option 3 Option &

FFP Rate Minimal Variable vVery High variable
Incentives Hig; Moderate None Hone
Federal | .
Monitoring Muderate Moterate High High
Performance~Based Yes, Yes No Yes
. Btate Investment High to  Variable Very Low High te Low ;
I ‘

Low

Option 1 (Expanded Incentives) and Option & (Tiered FFP) have the
advantage of providing strong financial incentives for perfor-
mance. For the States the incentive effect of Option 1 may be
slightly greater since the amount ¢of the incentive is uncon-
strained by state expenditures. Option 4 maximizes the Federal
investment by limiting reimbursement to expenditures and ensures
that all federal payments are invested in the program. Becauge
both options have readuced FFP base rate of 50 percent this
changed could be perceived as a retreat by the Federal government
from its strong support for Child Support Enforcement even though
both provide the States with an opportunity to make up through
improved performance any funds lost by the reduced FFP.

Option_ 2 attempts to address the preblem of lower FFP in Options
1 and 4 with a halante between an incentive appreach and the need
to provide States with sufficient resources to operate a sound
CSE program. fThe incentive is much simpler in Option 2 than in
Options 1 and 4 because it is based solely on collections,
Howaver, other results oriented performance criteria would have
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to be built into the program management structure to prevent
creaming.

Option 2 is also the only option which specifically includes an
incentive payment fox the family, although continuation of the
$50 disregard is not precluded by the other options. The bonus
payment in Option 2 specifically rewards families for establish-
ing awards. This moves the incentive closer to an event that
the custodial meother c¢can c¢ontrel. The current pass~through is
dependent on the non-custodial parents willingness and ability to
pay c¢hild support.

In Option 2 and Option & the variable Federal share represent
different cost sharing strategies. In Oprion 2 the variable FFP
rate recognizes that States have differing economic circumstances
that van make financing program services {or benefits) more
difficult. The higher matching rate attempts to level the
playing field for the poorer Statesg, In Option 4 the variable
FFP rate is the incentive, with the Federal government’'s share of
the costs is proportional to performancs. Thus, good performance
is rewarded with progressively higher matching rates.

Gption 3 (High ¥FP) provides the States with a very high mateh
rate. The approach addresses State CSE Administrators’ concerns
that the fiscal and political atmosphere in some States prevents
the program from accessing needed resourcss, even when it is
likely that the State would be fully compensated for its efforts.
1f resource limitations at the $tate level are the major barrier
to program improvement, this option would likely have the
greatest impact on program improvement. It also reguires the
greatest level of Federal monitoring/auditing and a willingness
to take stiff sanctions if performance standards are not met,
While the financing of the program is not performanced-based, it
is assumed that program reviews and any resulting sangtionsg
{negative incentives)} would be based on results oriented
performance criteria.

Cost shifting is a problem which often materializes when ons, of
a related group of programs, has a substantially higher matching
rate. Option 1 with its low FFP rate would be less likely to
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tempt States to load up expenditures on the CSE program,
minimizing cost allocation problenms.

What should be noted is that the difference between the options
would play out more in how they affect behavioral responses, than
in any initial dramatic change in funding., Bach option can be
designed to replace, at least in the aggregate, the existing
level of Federal support for the CSE program. The options which
rely heavily on incentives can be based only on how well a state
meets an absclute standard or it can include maximum payment of
incentives for substantial improvements. Additionally., it would
also be expected that the implementation of the new funding
formula would be phased in over a period of years, with the new
funding formula gradually replacing the current financing
structure. This would prevent a substantial disruption in the
CSE program during the transition period.
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APPERDIX A

PROPOSAL FOR A NATIONAL CRILD SUPPORT ENFORCEMENT
REVOLVING FUND

Development of a National Child Support Enforcement Revolving
Fund would serve two purposes. Most importantly, it would
provide States {and their localities) with a source of funds
which could be used for short term, high payoff operational
improvements. Such improvements, despite their potential for
immediate returns, often are not made, victims of the need to .
concentrate scarce resocurces on simply insuring the provision of
basic, day-to-day services. )

Pigcussion of the Revolving Loan Fund Propossl

Why is there a need to establish a gpecial revolving fund?
Currently, Federal reimbursement covers 66 percent of IvV-D
program costs. States also receive incentives based on ¢ost
efficiency and their level of collections. Nonetheless,
additional funds, especially for program upgrades, must still
come through State legislatures, which increasingly look askance
at reguests for additional funding.

For localities, especially counties, getting monies for
improvements can be more difficult still., These jurisdictions
may derive a large portion of their operating monies from the
pass-through by States of loncentive funding. Such funding may
leave little money for improvements, especially where an up-front
local match may be a prereguisite.

Options have been proposed in this paper which would modify the
current Federal matching rate, the incentive structure, or both.
This proposal could serve to replace incentives funds should
changes be made in the incentives structure which eliminate
separate incentive payments to States, as is proposed in Qptions
3 {(High FFP} and 4 (Tiered FFP} in this paper. More to the
point, a revolving fund would provide an additional means by
which States could finance one-time program improvements
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irrespective of the fiﬁaﬂaing system which is ultimately selected
to fund ongoing program operations.

How might a revolving fund be structured?

i0an funds, although not common at the Feaderal level, are
administered by a number of Federal agencies, including the
Departments of Agriculture, Education, Interior, State,
Transportation, and Veterans Affairs, as well as smaller agencies
like the Federal Emergency Management Agency and the Small
Business Administration. ' Experience exists within HHS as well,
which doring the 19808’s administered the Rural Development and
the Community Development Credit Unilons Revolving Loan Funds.
Funds provided under current programs xange from tens to hundreds
of millions of dollars loaned annvally. Various of these
programs could be used as models in structuring a reveolving fund
for the Child Support program.

States can also provide relevant models. California, for
instance, runs a state-wide revolving fund to provide its
counties with "pump-priming® monies for child support program
improvements. Taking this program as a model, a national
revolving fund could be established using either appropriated
funds, or monies from fees and cost recovery to provide initial
capitalization {(approximately $100 million}. & goal could be set
te increase this total amount over time to 3 more viable level of
$250 million, which would allow maximum grants to States of §5
rillion. These subseguent increases could also come from fees
and cost recovery; alternatively, subseguent monies could be
derived by retaining and allocating to the fund a percentage of
the funds due to States as reimbursement for thelr ongoing
program operations under the Federal matching provisions, States
could also be encouraged to supplement these Federal funds with
resources of their own. (Califeornia‘’s program currently provides
ite counties with approximately $10 million annually cut of
combined Federal, State and county funds.)

Administered by the Federal Office of Child Support Enforcement,
the revolving funds would provide interested States with funds
for "pump~priming activities.® Fory purposes of illustration,
most projects might be assumed to require from $i00,000 to
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§306,000., This is coansistent with California’'s experience where,
in FYs 1992-82, projects funding ranged from 55,400 te 3$3.6
million with median funding of $90,.000. A maximum limit of %5
million per State and $1 million per project is suggested, which
would provide larger Jurisdictions sufficient funds to undertake
serious projects. Funds should be avallable for a maximum of
three years. This will insure regular turnover and an ongoing
stream of projects,

Whe would receive the funds?

States would be responsible for review and approval of any local
level projects, and serve as conduits for funding going 1o the
local level. To do otherwise would be unwieldy, perhaps
unmanageable, since counties and other local jurisdictions do not
normally interact directly with the Federal government under the
Iv-i system,

Howeveyry, where States themselves seek to apply for fonds for

Sratewide projects the issue arises regarding who is responsible

for choesing and approving what to fund. Such determinations _
eould be aould be retained at the local level or delegated to .
groups at the State level. One way of addressing this issue is
to allow States where the ¢hild support program is Statew
administered and State~run te apply for funds to make Statewlds
changes ©r to propose projects which would only affect some of
their subdivigions. And in State-administered, county-run
programs, States could be allowed to apply for funds for
Statewilde changes, but be reguired to make a portion (e.g., 25
percent) of funds available to counties or similar subdivisions
responsible for the IV-D program at the local level.

What activities should be allowable?

To have the greatest impact, this fund should focus on providing
seed money to get projects geing from which, once in place,
States are localities will immediately benefit and incorporate
into their ongcing program operations., Two criteria should be
applied in deciding which projects will be funded: whether
alternative funding already exists, and whether collections can
be increased as z result. #Within thesg guidelines, States should
have maximum flexibility in deriding which projects to fund.
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Sugygested activities include: implementation of best practice
© appreaches, provision of additional training, implementation of
changes to meet identified audit deficiencies, improvements to
reduge case backlogs,. or administrative changes {e.g., addition
of staff, installation of voice response systems, increasas in
service of process, or expansion of management information or
analysis systemsy..

¥Yhat issues still need to be resoclved?

A key issue remains: If States receive these funds as loans, how
will they repay them &t the end of the three vear project periocd?
Further key considerations include whether to charge interest,
and if so, at what rate.

In California, counties must currently repay the funds each
receives out of the increased collections on behalf of AFDC
families which are generated by their proiects. BEach California
county is reguired to project the amount by which its project
will increase cellections during the preoject period. Counties
realizing increases use their share to repay the fund; counties
with projects which fail to generate the projected increase in
collections must directly repay the amount provided by the State
out ¢f their own resources,

However, all of the options in this paper assume that AFDC
collections will be passed directly through to AFDC families.
This approach will remove such collections as a revenue scurce
for purposes of this proposal. One alternative is to allow
repayment out of incentive payments, assuming that projects will
result in higher performance, and thus larger incentives. This
would be a viable alternative under Options 1 and 2. However,
there are no separate incentives paid to States under options 3
and 4. In these cases, an alternative approach might be to again
tap some portion of child support fees, or more simply, to recoup
the funds through equal reductions in the State’s Federal
matching funds over the following four gquarters.
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APPENDIX B
PERFORMANCE INDICATORE FOR PAYING INCENTIVES

Five pexformance indicators have begn considered in this paper
replacing the cost-effectiveness incentive for AFDC and non-AFDpC
collections. These performance indicators are:

Total Cost-~effectiveness {(total collections divided by total
expenditures)

Paternity Establishment {Percentage of Paternities Deter-
mined)

order Establishment (Percentage of Cases with Orders)
Paying Cases (Percentage of {ases in & paying status)

AFDC Terminations (due, at least in part, to child support
collections)

These five incentives represent performance measures for
provessing a ¢hild support case from case start (paternity) to
case closure (AFDC terminationi--an advantage. The downside of
having five indicators is the increased complexity of the
financing system, especially if the incentives are weighted to
encourage States to make deep penetraticon into thelr ecaseloads by
working the more difficult cases., Using only the first three
indicators would simplify the structure.

The Welfare Reform enforcement work group concluded that anywhere
from three-fifths to three fourths of current IV-D cases with
ocrders would be enforceable by wage withhelding., The Paying
Cases indicator could reward the States for an action that is
fairly automatic, given a suppoert order and an employer’s
address. If the Paving cases indicator were to be changed to
encouraygse States to go after the self~employed {and other cases
that don’t lend themselves to wage withholding), the incentive
would encourage $States to uvuse alternative methods to wage
withholding-~a action we certainly don’t want the States to take.
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1f this indicator is used, the starting percentage for incentive
computations {below which States would not receive any Paying
Cases incentive} should be around 50 percent--which will
encourage States to pursue the more difficult enforcement cases
without discouraging them from pursuing wage withholding as the
first ¢cheice enforcement remedy. An absolute standarxd for the
Paying Cases indicator may not be appropriate unless the standard
is set wvery high, e.g. $0 percent of cases with orders.

The incentive for AFPDC termination has two problems. First, it
is based upon data that is very shaky in many States. BSecond, it
rewards State child support programs for occurrences that are to
a large extent beyond their control. Data collection on this
element would have to bé improved before it gould be uséd as a
performance indicator.
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APPENDIX C

POTERTIAL IMPACT OF REGATIVE INCENTIVES

EFFECT OF AUDIY PENALTY ON STATE CHILD SBUPPORT FPROGRAMS
{as of June 1993}

The audit and penalty provisionsg of the child support legislation
have significantly improved the States' ability to operate
effective child support programs. This is true even for States
where no financial sanction has been imposed. In general, the
audit penalty as a tool to motivate improvements in State
programs has been more effective than any other mechanism used in
the past, including incentive payments., Major improvement
‘attributed to the audit did not occur, however, until after the
first penalty was imposed on December 2, 1983,

The audit provisions in the c¢hild support legislation were

implemented in 1978 and the first aundits covered Fiscal Year

1977. Audit reports issued in these early years clted pumercus

program deficiencies, including many of which were recurring from .
cne year to the next. States took minimal action to correct

problems disclosed by audit because, at the time, Congress had

imposed a moratorium on enforcing the penalty. <Conseguently,

States most ofven ignored the awndits,

The 1984 Child Support Amendments strengthened the audit
provisions considerably by making them more reasonable and fair.
The improvements inciuded: the opportunity for States to take
corrective action and avoid the panalty, changes in audit
frequency, more precise evaluation standards, a definition for
substantial compliance with Federal program reguirements, and a
sound statistical basis for evaluating results. Since these
changes, 87 penalty notices have been sent to 52 different States
and territories for one more audit criteria not in compliance
with Federal reguirements., In all gases, States elected the
option of corrective action which suspends the penalty. HMHost
States successfully corrected the program deficiency cited in the
notice of substantial noncompliance. To date, 15 penalties have
been impeosed on eight States. Six of the sight $tates were
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penalized in consecutlive years, including one for three
consecutive years.

In most cases where the penalty was imposed, States appealed the
findings to the Departmental Appeals Board (DAB) and then later,
in some instances, filed sult in District or Circuit court. None
of the appeals or lawsults were successful in challenging either
the results in the audit reports or the audit methodology. One
audit was not upheld by the Board, however, because the audit
rasulis had to be based on a judgmental rather than statistical
case sample due to the inability of the BState to furnish a case
universe. The total amount available for collection from
penalties to date after rescoluticn of legal challenges is $23.3
million, including $1.8 million in interest. )

Taking the penalty and successfully defending State legal
challenges generated a new atiitude and a healthy respect for the
consequences of not complying with Federal program reguirements.
Unlike what happened after the early auvdits, States are makling
serious efforts to resclve problems. The numbers above; i.e., 44
States avoided the penalty by taking corrective action, show the
extent of this effort. One State, for example, responded to the
audit by significantly reorganizing its program, including moving
the program to a different State department and eliminating
ineffective cooperative agresments. Audit statistics updated in
June 1993 show that in 72 percent of all audits, Btates failed
one oy more audit ¢riteria. However, only 9 percent of the
States continved teo fail the audit after the gorrective action
period and Fellow-up review.

Even after the penalty, the record suggests that States continue
thair corrective actions and improve thelr programs in order to
eliminate the penalty. Several States in the penalty category
have undergone extensive legislative and other reform in order to
meet the minimum standards for operating & program in compliance
with Federal requirements.

The audit and related penalty provisions of the child support
legislation alse greatly benefit the program by helping to ensure
uniform and consistent delivery of all basic child support
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services. In the early 1%80s, States recelved incentive payments
of 15 percent of AFDC collections. As & result, the more .
difficuly functions of establishing paternity and support orders
received & low staff priority to the more lucrative work of
enforcing cases with existing AFDC child support ordexs. Audit
disclosures of continuing problems in these areas led to
legislative and programmatic changes to focusg more uniform
treatnent on paternity and non-AFDC cases, Without the audit to
disclose such trends and the penalty to enforce compliance,
uniform treatment would be dependent upon the varying State
agsessments of the importance of individual c¢hild support
functions.
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APPENDIX D
DISTRIBUTION OF CHILD SUPPORT COLLECTIONS

Currently, child support enforcement (IV-D) services are provided
to APDC, title IV-E foster care, and Medicaid applicants and
recipients referred to the IV-D agency. Services are also
provided to former AFDC, title IV-E foster care, and Medicalid
recipients who wish t£o continue to receive such services, In
addition, services are available to any individual not otherwise
eligible who files an application for IV-D services and pays the
application fee if the State does not pay the fee itself.

Except for amounts collected through the Federal and State income
rtax refund offset proress, amounts collected shall be treated
first as payment on the support obligation for the month in which
the suppoert was collected. Amounts collected in excess of the
reguired support obligation shall be treated as an amount which
represents payment on the required support obligation for
previous months. '

Federal and State tax offset processes are used to enforce child
support arrears. Under these processes, the State IV-D agency
certifies arrears to the State tax agency and\or the IRS for
coffset. Amounts collected through tax offset may only be applied
to arrears certified to the agency that performed the offset.
Collections made through the Federal tax offset process must be
applied first to AFDC and Title IV-E foster care arrears
cerctified for offset. <Collections made through the State tax
offset progess must be applied to certified arrears in ag¢cordance
with the State’s non-AFDC distribution policy when both AFDC and
non-AFrDC arrears were certified for offset. ZAmounts received
through either tax offset process that exceed certified arrears
must be paid to the non-custodial parent unless that individual
agrees to have the excess amount applied to other arrgars,

When a family applies for AFDRC, an agsignment of support rights
is made to the State by the custodial parent on behalf of that
parent and any child eligible for AFDC. The assignment includes
current, past and future support rights so lonyg as the family
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remaing on AFDC., Under Federal distribution reguirements, the
State pays an amount up to the first $50 of curvent support to
the family. Current support (child and spousal} in excess of the
$50 pass-through is retained by the State to reimburse the
asgistance payment made to the family for the current or next
month., The State pays any remaining current support {child and
spousall to the family. Current support {specific dellar amount
medical support} in excess of the $50 pass-through) is paid to
the State Hedicaid agency te reimburse Medicaid expenditures
incurred on behalf of the family. Support in excess of these
expenditures is paid to the family.

Support {child and spousal} ¢ollected in excess of the current
support obligation is applied to assigned AFPDC arrears and
retained by the State to reimburse past assistance payments made
to the family. Collections in excess of past assistance payments
are paid to the family. Support ceollected in excess of the
current support obligation that is applied to assigned specific
dollar amount medical support arrears is pald to the Medigaild
agency t¢ reimburse Medicaid expenditures incurred on behalf of
the family. <Collections in excess of these expenditures are paid
to the family. If an amount is collected which represents
payment on the required support obligation for future month{s},
such ampunts shall be applied to those months only when all prior
support obligations have been satisfied.

When a c¢hild becomes a participant in the State’s title IV-E
foster care program, the State makes an assignment ¢f support
rights on behalf of the ¢hild to itself. The assignment includes
current, past and future support rights so long as the child
remains in IV-E foster care. Under Federal distribution
reguirementsg, current support (child and spousal) is retained by
the State to reimburse itself for that month's foster care
maintenance payment., The State pays any remaining current
support {¢hild and spousal) to the State agency responsible for
supervising the c¢hild’s placement and care for use in a manner
that is in the best interest of the child., Current support
{specific dollar amount medical support) is paid to the Medical
agency to reimburse Medicaid expenditures incurred on behalf of
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the family. Support in excess of these expenditures is paid to
the family.

Child and spousal support collections in excess of the guarrent
support obligation are applied to assigned foster care arrears or
assigned AFDC arrears and retained by the State to reimburse past
foster care maintenance payments or past AFDC assistance
payments. Collections in excess of thege payments are paid to
the State agency responsible for supervising the child's
placement and care for use in a manner that is in the best
intevest of the child, Cellections in excess of the gurrent
support ohligation applied to assigned specific dollar amount
medical support arrears are paid to the Medicaid agency to
reimburse Medicaid expenditures incurxed on behalf of the family.
Collections in excess of these expenditures are paid o the
family. If an amount is collected which represents payment on
the required support obligation for future months, such amount
shall be applied to those months only when all prior support
obligations have been satisfied.

When a family applies for IV-D services, recelves IV-D services
as a Medicald-only case with an assignment of support rights, or
is a former AFDC, title IV-E foster care, or Medicaid recipilent
who continues to receive IV-D services, support collections are
distributed as follows for these non-AFDC ¢ases. Current support
is paid to the family with the following exveption. When the
family is a Medicaid-only recipient, current support (specific
dollar amount medical support) is paid to the Medicaid agency to
reimburse Medicaid expenditures incurred on behalf of the family.
Support in exeess of these expenditures is paid to the family.
Collections in excess of the current support obligation are, at
State option on a state~wide basis, applied to non~AFDC arrears,
including specific dellar amount medical support arrears assigned
to the State by a non-AFDC Medicaid-only recipient, or to
assigned AFDC or foster care arrears.

Collections applied to non-AFDC arrears are pald to the family
with the following exception. Collections applied to specific
dollar amount medical support arrears assigned to tha State are
paid to the Medicaid agency to reimbursgse Medicaid expenditures
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incurred on behalf of the family. Support in excess of these
gxpenditures is paid to the family. Collections applied to
assigned AFDC arrears or assigned foster care arrears arxre
retained by the State to reimburse past AFDC assistance payments
or past foster care maintenance payments. Collections in excess
of these payments are paid to the family (excess AFPDC arreavs),
or paid to the State agency responsible for supervising the
child’'s placement and care [(excess foster care arrears}.
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APPENDIX E
DISTRIBUTION OFTIONS

We have identified several options for revising the current
process for distributing child support collections. These
options described below include the advantages and digadvantages
of each. Under each option, all child support paid to an AFDC
family would be reported to the State IV-A agency. Support
payments would be used by the IV~A agency in redetermining the
family’s eligibility for and amount of assistance under the AFDC
program. In addition, specific dollar amount medical support
collections assigned to the $tate would continue to be pald to
the State Medicaid agency. Also, collections made on behalf of
children placed in foster cars under the title IV-E program will
continue to be paid to the State IV-E agency.

Option 1: State pays all child support collections to the
family. Under this approach, the State would pay child and any
spousal support ¢ellections to the AFDC family, and any other
family receiving child support services. Medical support
collections not assigned to the State would be paid to the
family. The AFDC assignment of support rights would be replaced
by a regquirement that all support be paid to the State.

Anmounts tollected in excess of the current support obligation
would be applied to arrears in accordance with a state-wide
distribution policy. Tax offset cvollections would be applied to
certified arrears under a gimilar policy.

Advantages:

-The digtribution process is simplified. Caseworkers will find
it sasier to understand and explain to ¢hild support recipients

~Costs related to the use and maintenance of Htate automated
distribution systems would bg significantly reduced

~The non-custodial parent may be more likely to comply with the
support obligation because child support is going directly to
the family
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~Family responsibility and non-custodial parent relationship with
the child are fostered by the payment of support to the family

Disadvantages:

~The AFDC grant would have to be adjusted on a more frequent
basis because support payments are often not paid on a regular
basis, and the amount of gach payment may vary. As a resulg,
AFDC administrative costs would increase

-States would have to reprogram their autcmated distribution
systems to implement the new distribution process

~APDC family receives more income if the non-custodial parent
does not pay on time. For example, the nop-custodial parent has
& support obligation of 5200 & month. PDuring January, Februavy,
and March, the non~custedial parent does not pay any child
support. The family receives an AFDC grant of $300 a month
during each of these months ($900)., The non-custodial parent
pays $600 neaxr the end of March which satisfies his current
support obligation and arrears. The family receives the $660
and goes off AFDC, If the non-custodial parent had paid the
current support obligation during January and February, the
State would have saved 3200 a month {$400) in assistance
payments to the family if the child support reduces dollar for
doliar the amount of the grant to the family.

~AFDC collections currently made by the State are split between
the State and Federal government to reimburse the cost of
assistance payments made to AFDC families, Because all child
support collections would be paild to the AFDC family under this
option, the Federal government would have to come up with
another funding source for incentive payments to the State

Option 2: State would pay current child and any spousal support
collections to the AFDC family and any other family receiving
child support servicsgs. Current medical support ceollections not
assigned to the State would alsc be pald to the family. Any
excess amount collected would first be applied to arrears owed to
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the family, including arrears that accrued before the family went
on AFDC, or the child was placed in title IV-E foster care.

Under this approach, a assignment of support rights would only be
in affect while the family was on AFDC, or Medicaid-only, or the
ehild is in IV-E foster care. Assigned arrears would only be
satisfied after all arrears owed to the family were satisfied.
Tax offset collections would first be applied to certified
arrears owed to the family.

Advantages:

—Costs related to the use and maintenance of State avtomated
distribution systems would be reduced

-Family would receive any cuxrrent child and spousal support
payment made while the family is on AFDC, and any payment on
child or spousal support arrears that accoruved before the family

went on AFDC. These arrears would be satisfied before arrears
that accrued while the fanmily is on AFDC

~The non~custodial parent may be more likely to pay support in a

timely manner because all current child support payments go
directly to the family

~FPosters family responsibility and the parent child relationship
baecause the family receives all child support payments made in a
timely manner

-The State would retain any support payments applied to AFDC
arrears to reimburge the State and Federal goverament for
assistance payments made to the family

~The Federal government could continue to use the Federal share
of payments on A¥DC arrears as a funding source for incentive
paynents to the State

Disadvantages:

~The AFDC grant would have to be adjusted on a more frequent
hasis because support payments are often not paid on a regular
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basis, and the. amount of eag¢h payment may vary. As a resuli,
APDC administrative costs would increase

-States would have to reprogram their auvtomated distribution
systems to implement the new distribution process

~The RFDC family does not recelve any excess payments applied to

AF¥DC arreaxs

~The Federal share of payments on AFDC arrears may not pe &
sufficient funding socurce fox incentive payments to the State

Option 3: State would pay current child and any spousal support
collections to the AFDC family and any other family receiving
child support services. Current medical support cellections not
assigned to the State would also be paid to the family. The
State would have flexibility regarding the treatment of excess
payments., Under this approach, the State would establish a
state~wide policy regarding the distribution of payments that
exceed the current month support obligation. Excess payments
could be applied first to arrears owed to the family, arrears
owaed to the State, or some other method applied to all cases.
Tax offset collections would be applied t¢ certified arrears in
accordance with the State’s policy for distributing payments in
excess 0of current support.

Advantages;:

~Costs related to the use and maintenance ¢f Btate automated
distribution systems would be reduced

~The family would receive any current child and spousal support
payments made while the family is on AFDC

~The non~custodial parent may be more likely to pay support in a

timely manner because all current support payments go directly
10 the family
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~Fosters family responsibility and the parent child relationship
because the family receives all child support payments made in a
timely manner

~The $tate would retain any support payments applied to AFDC
arrears to reimburse the State and Federal government for
assgistance payments made to the family

~The Federal government could continue to use the Federal share
of payments on AFDC arrears as a funding source for incentive
payments to the State

%

Disadvantages:

~-The RFDRC grant would have to be adjusted on a more frequent
bagis because support payments are oftes not paid ¢on a regular
basis, and the amount of sach payment may vary. As a result,
AFPDC administrative costs would increase

-8tates would have to reprogram their automated distribution
systems to implement the new distribution process

~-The family would not receive payments applied to child and
spousal support arrears that accrued before the family went on
AFDC

=R Btate could elect first to apply all excess payments to AFDC
arrears in order to give priority to the reimbursement of
assistance payments made to the family

-The distribution of excess payments when both arrears are owed
te the family and arrears are owed to the State would depend
upon State policy. Therefere, a family in one State may not
receive the same amount of ¢hild support as a family in another

State under the same circumstances

~The Federal share of payments on AFDC arrears may not be a
sufficient funding scurce for incentive payments to the State
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Option 4: State continues to retain current c¢hild and certain
spousal support to reimburse the AFDC grant with the AFDC family
receiving the $50 pass-through. Current child and any spousal
support is paid to any other family receiving child support
services. Current medical support collections not assigned to
the State would also be paid to the family. Any excess amount
collected would first be applied to arrears owed to the family,
including arrears that acerued before the family went on AFDC, or
the ¢hild was placed in IV-E foster care. Under this option, a
assignment of support rights would only be in effect while the
family is on AFDC, Medicaid-only, or the child is in title IV-E
foster care. Tax offset collections must first be applied to
certified arvears owed to the family,

Advantages:

~Btates would have to make minimal changes to theilr auvtomated
distribution systems to implement the new distribution system

~Family would receive any payment on child or spousal support

arrears that accrued before the family went on AFDC. These » .
arrears would be satisfied before arrears that accrued while the

family is on AFDC.

~The Federal government could continue to use the Federal share
of AFDC collections retained by the State as a funding source
for incentive payments to the State

Disadvantages:

~The distribution process would continue to be complex and
difficult for caseworkers and clients to understand

«Curyent child and spousal support payments would sontinue to be
treated differently for families on AFDC and families otherwise

receiving child support services

-Costs related to the uvse and maintenance of State distribution
systems would be significant
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CHILD SUPPORT ENFORCEMENT PROGRAM ACCOUNTABILITY
EXECUTIVE SUMMARY

This paper ocutlines an cutcome~oriented approach to c¢hild support
enforcement program accountability and responsibility. The
proposed option balances the Federal government's oversight
responsibility with States' responsibilities for child support
service delivery and fiscal accountability. It focuses on
results, not procedures. It provides for performance meagures
and standards which encourage program improvement. It also
ensures adeguate scrutiny of State management control systens
because, while the sffectiveness of the progran is our primary
goal, efficiency and economy are integral to that end. The
option has four elements:’

First, a

s would be
developed and standards of performance set. States that mest or
exceed the performance standards for each of the performance
neasures would receive an economic reward. Failure t¢ meet the
goals would preclude enhanced Federal funding or could result in
reduced levels of funding.

Enhancad te al assistance. Because cof the large proportion
of interstate child support cases, this option would recognize
the need for continued Federal mandates to ensure consistENT
paternity and support laws across State lines. It would enhance
Federal scorutiny of State laws to ensure States have the proven,
effactive toels and structures to work cases. This option would
enhance the Federal role and capabilities in providing technical
assistance, training and dissemination ¢f useful information to
States,

State self-moniteoring., JInstead of Federal audit scrutiny of
detailed statutory and regulatory case processing requirements,

Statez would be responsikle for ensuring that their programs
operate under approved procedures. States would accomplish this
through pericdic reviews of progranm cperations and the
estahblishment of advisory commitiess, ombudsman programs and
administrative grievance procedures to handle specific



individual's concerng.

Federal stewardehiv. Btates are responsible for ¢reating and
maintaining accurate automated and manual financial and case
processing systems. With State responsibility clearly defined,
the Federal audit could focus on evaluating the States! own
verification systems and conducting those audits and tests
determined to be essential to ensure fiscal accountablility and
accuracy of programmatic data,




ACCOUNTABILITY WITHIN THE CHILD BUPPORT ENPORCEMENT PROGRAM
Introduction

This paper proposes an approach to ensuring programn
accountability and responsibilicy which is much nore outcomee-
oriented than the current detailed scrutiny of State child
support enforcement programs. It retains agpects of the current
pracegé that are congistent with the new focus on effective and
timely delivery of services to our customers. It presents
opportunities for problem identification @&z a starting point for
enhanced technical assistance to States. It balances the Federal
government's oversight responsibility with States!®
responsibilities for child support service delivery and fiscal
accountability, It draws on Vice President CGore's National
Performance Review (NPR} report recommendations with respect to
recrienting the focus of the Inspectors Gensral and empowering
State and local governments. Tt assumes nmaximum use of the
latest technology teo help get the 4ob done. Finally, it
recognizes that State-generated programmatic data must be
accurate and reliable, which is critical to any evaluation of
programn performance.

Qurrent procass

First, the current process will be briefly described because
aspects of that process are enhanced and retained under the
proposed option outlined in this paper. Under current statute
and practice, State progranm performance and compliance with
Fedaral reguirements are evalunated in four ways.

_ w3 v ) s : S5tates subnmit plans
aartifyzng th&t the State mests Federal regquirements for program
operation and attach mandated State laws and procedures. Federal
regicnal offices scrutinize the laws and procedures and approve
rlans which meet Federal mandates. A decision to disapprove a
State plan or amendment can be made only after consultation with
the Secretary of the Department of Health and Human Services,
because disapproval would result in the loss of all Federal
funding of a State’s child support enforcement program, and the



possible loss of a portion of the State's AFDC program. Due to
the severe consequences of State plan disapproval, no plan has
ever been disapproved., The threat of disapproval has generally
been sufficient to convines recalcitrant States to enact mandated
paternity and child support laws. This can be a drawn-out
process and does not always ensure that adequate laws and
procedures are in place.

Audit and venalty process, The Federal statute also mandates
pericdic comprehensive Federal audits of State programs to ensure
substantial cempliance with all Federal requirements., States are
audited at leagi once every three vears, or annually should they
fail an audit and not correct identified problems during their
corrective action period, If deficiencies identified in an audit
are not correqted, States face a mandatory fiscal penalty of at
least one percent of ithe Federal share of the 8tate's AFDC
program funding. The psnalty increases to up to $ percent with
repeated fallure because of the same deficiency{ies). Once an
audit determines substantial conpliance with previously
identified deficiencies, the penalty is lifted.

DBriven by the statutory and regulatory specificity, the audit has
grown to lgok at almost every aspect of the child support
enforcement program to determine substantial compliance with
detailed regulatory reguirenents. For this reason, as well as
the organiiatianai fragmentation and inadeguate recordkeeping
that have characterized many State support enforcement programs,
the audit is a time~consuming and labor intensive process for
both Pederal auditors and the States. This, in turn, has led to
criticism from State officials and c¢lient advocacy groups.

ede monitoring. In addition to the State plan review
process discussed above, Regional offices are responsible for
providing policy guidance and technical assistance to States and
for menitoring State programs. They review State procedures,
conduct program reviews, and otherwise oversee program operations
tr help States adopt procedurss and practices that increase the
efficiency and effectiveness of their programs. The extent and
impact of this monitoring varies, depending on priorities and the
allocation of resources.




Financial reviews/audits. Regional offices are responsible for
acting upon ¢laims for Federal financial participation in State
administrative expenditures and monitoring the resolution of
financial and programmatic deficiencies identified in audits. To
the limited extent that resources permit, Federal auditors
conduct full-scope administrative cost audits of State programs
to assess the adeguacy and security of financial operations and
conduct other audits of program operations as regquested for the
purpose of improving tha’efficienay, affectiveness and economy of
State child support activities.

Considerationa

The Federal government's' oversight responsibility reguires that
States be held accountable for providing chlld support and
paternity servicas to¢ children. How should States be held
accountable for operating their child support programs?  Any
approach should ensure that the most fundamental goal of the
progran is met: delivery of adequate and timely serxvices to as
many children {customers} as possible.

Second, the level of State performance in achieving that
fundamental goal must be measured and standards of performance
gset which encourage improvement in all State programs. The feocus
should ke on results, rather than the details ¢f how Btates
process cases to reach those desired results. The performance
measuras and standards should encourage States to be innovative
and to adopt new approaches in order to achieve the desired
rasults of the program -~ establishing paternities and support
orders and collecting support for children. 7This is consistent
with Vice President Gore's National Performance Review goal of
cutting red tape, most particularly with respect to helping
improve State prograns and empowering State and local
governnents,

The Federal government must ensure fiscal and programmatic
accountability and responsibility. Given the Federal funding
levels of the child support program, adeguate scrutiny of State
managenent contrel systems will ensure the appropriateness and
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integrity of those systems. While the effectiveness of the
program is our primary goal, efficiency and economy are integral
to that end.

Proposed option

The option ocutlined here addresses each of the considerations
just discussed: Providing adeguate and timely services:
evaluating and improving the level of State program performande;
focusing on results, not procedures: and ensuring fiscal and
programmatic responsibility. It ensures consistent paternity and
suppoert laws across State lines. It eliminates the current audit
of detailed statutory and regulatory case processing
requirements; audits instead would focus on ensuring the
reliability of data used to measure performance. It also assumes
maximum use of technology to help States and the Federal
government maet their responsibilities to children. This means
there must be operational automated child support enforcement
case processing systems which possess adequate internal contreols
and permit self-evaluation as well as testing and evaluation of
S$tate dats to ensure effective and appropriate provision of
services.

Resultg-oriented performance meagures and standards. To measure

the effectiveness of the program in delivering services to
children and to create incentives to States to improve their
program performance, the first step would be to develop & limited
number of results~oriented performance measures focused on the
core functions of the program. Performance measures might
include the penetration rate and timeliness of services
delivered, e.9., what percentage of the paternities needed vere
established within a reasonable period of time, or what
percentage of support ordered was collected? Next, standards of
performance would be set:; for sxuanple, States would bhe expected
to establish paternity within a specified time period in 75
percent of c¢ases needing paternity established.

States that meet or exceed the performance standards for each of
the performance measures would receive an economic reward. For
example, if the Federal reimbursement rate £0r progran
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expenditures is set at, say, 70 percent, a State might receive an
additional % percent in Federal funding for every performance
Cstandard met., If three standards are met, the Federal funding
level would be 85 percent. In this way, States would be
encouraged to reach performance goals in service delivery and
would be rewarded financially for doing so. Failure to meet the
goals would preclude enhanced Federal funding, or might result in
reduced levels of funding.

Clearly, this appreoach reguires that neaningful reporting
regquirements must be developed which ensure that the data
necessary Lo measure program performance and evaluate the program
are maintained and accessible for testing. There must be 2
balance between necessity and burden, but it will be the State's
responsibility (and t¢ its ultimate advantage} to establish
accurate and verifiable reporting mechanisms.

Enhanced technical assistance. With redirection of the Federal
audit, enhancement ¢f the Federal role and capabilities in
providing technical assistance, training and dissemination of
useful information to States and in serutinizing their laws and
procedures to determine that they meet Federal mandates are
essential. It is critical that 3tates have and employ the tools
for successful child support enforcement. Federal agency efforts
to engsure that States enacted proven e€ffective laws and
proceduras to meet the detailed reguirements of the 1984 and 1988
Amendments have paid off: most States have the framework and
tocls for an effective program in place. Problens remain in
simplilying and completing this framework and translating lavws
and policies into day-to-day operational practice.

The direction of Federal jinvelvement in the child support
presents an interssting contrast to the general direction taken
in the NPR Report, that of reducing the number of Federal
mandates. On the contrary, the number of mandates being lmposed
on the States in the arsa of child support enforcement has
increased. This trend will likely continue, in part because of
the need of program ¢onsistency to address the pagticular
problens in providing services to the 30+ percent of children
whose responsible parents live in diffsrent States, Children
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have a right to receive the support they are due, regardless of
where they, or their noncustodial parents, live. The certainty
of receiving that support should be agsured by laws and
procedures which are similar across State lines.

Nevertheless, contimiing to impose detailed precsdural
reguirements on State programs is inconsistent with a
performance~criented process which focuses on results. The
option outlined here creates a2 balance which ensures consistency
and measures yesults, The Federal government oould regquire
States to enact proven effective laws and procedures for the
program without specifying detailed case processing reguirements
in regulations. For exanmple, States c¢ould e regquired to enact
laws mandating State-level administrative enforcement remedies
and centralized collections, leaving the procedural details to
the States. The audit to determine. whether cases were processed
in accordance with detailed regulatory reguirements could be
eliminated, in favor of measuring proegram results. Therefore,
within a basic statutory framework, specific case processing
decisiong are left to the States while accountablility is a
funetion of performance levels which ensure thalt appropriate
services arve provided to children. And, rather than continue to
publish and audit detailed, process-oriented requiremnents, the
Federal government could provide that detail in the form of
technical assistance and written guldance on innovative
approaches to successful delivery of services., There would also
be economic inducements for continuing, verifiable State
performance improvement.

State self=-monitoring, The first two elemants of the option
outlined here will ensure that State programs have the essential

tools for an effective child support program and that State
performance ig measured against results-oriented goals, with
financial incentives for improving program performance.

However, in the absence of the current audit scrutiny of case
processing, whether thogse tools are used and cases are processad
appropriately must be determined, obiectively and effectively.

States will have the inherent responsikility for ensuring that
theiy programs operate under approved procedures, Rather than
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having the Federal audit scrutinize coverall S$tate compliance with
the detailed, case processing requirements, States could be
reguired te conduct peripdia reviews of program operations and to
establish advisory committees, ombudsman programs and
administrative grievance procedures to handle specific
individual's concerns about program operations and case
procassing.

This aspect of the option ocutlined here would be responsive to
anticipated advocacy concerns that States will fail to use the
tools and procedures the Congress has determined are essential
for successful delivery of services. A number of States already
have advisory compittees, administrative procedures to handle
specific case complaints, or both,

Federal stewardship. The final oritical element of this option
would ensure fiscal accountability and accuracy of preogrammatic
data. The need for fiscal accountability is basic. Equally
important, however, is ensuring the accuracy of programmatic gdata
upon which performance measures, standards and levels of program
funding would be based. The current audit process was carefully
crafted to ensure that it produces statigtically valid and
legally sustainable findings. These procedures have mat with
great success, and they have served as an important stimulus to
promete significant change and improvement in many States!’
prograns. If we refocus the audit and move to results-griented
measures which are deternined based on $State-produced progran
data, the integrity and accuracy of that data are coritical.
Without reliable data, any decision based on that data iz subject
to challenge. How do we ensure the validity of programmatic
data?

The States are responsible for creating and maintaining accurate
auntomated and manual financial and case processing systens.
Mechanisms for testing the validity of systems and data should be
regquired, making naximum use of available technology and meeting
General Accounting Cffice audit standards. With State
ragpongibility clearly defined, the Federal audit could focus on
evaluating the States' own verification systems, and conducting
those audits and tests determined to be essential to ensure
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figeal acccuntability and accuracy of programmatic data.

The NPR report recommends reorienting the Inspectors General
focus from strict compliance auditing to svaluating management
contyrol systemg SO as to prevent waste, fraud and abuse, and to
ensure aefficient, effective service. Thisz basic premise should
guide the Federal audit function in the child support arena as
wall. The examination of these management control systems and
opinions rendered must continue to be based upon a critical
examination of the evidence maintained by the State. Whatever
form this evidence takes, it must be sufficient, competent and
relevant to enable sound detersinations of the reliakility of the
nanagenent contrel system.

workgroup te davelop datalls of this option

This paper presents the outline of an option foyr ensuring
accountability of State child support programs. The details of
each aspect of the coption are best defined by those interested in
ensuring the success of the program. To draw on existing
expertise, to forge consensus, and to ensure the resulting
process is accepted by those who will implement it, the workgroup
should include both State and Federal program. representatives.

An approach corafted through such a partnership can be successfiul.
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Qctober 1993



EXECUTIVE SUMMARY

H

The Federal Government's spending on CSE training, both for its own
employees and for State staff, lags behing private business spending as a percent of
trudget. The Office of Child Support Enforcement {OCSE) assessments of States’
CSE training programs have found them to be in substantiai need of improvement,

Reasons inciude iarge caseloads, high staff turnover, the variety of staff to be
trained--ranging from new front-tine workers to experienced judges, and changes in
the complexty and technical nature of the CSE Program over the past 10 years.

OCSE funded several large training contracts through most of the 1980s but,
tecause of budget constraints and tacking hard data as to their effectiveness,
discontinuea all but one of them starting in the late '80s. The National Training Center
(NTC), within QCSE’s Division ¢f Program Operations, was established to help fill the
gap caused by the loss of these training contracts.

With a staff of just five professionals and one support, however, NTC has not
had the resources to be a major factor in the States’ training efforts,

A new appreach is needed which takes advantage of the improvements in
technology over the past decade and is backed by funding which permits
simultanecus approaches along several lines; videotapes, teleconferencing, computer
based training, and, where appropriate, contracting out of spacific tasks.

Options presented inciude changing Federal laws {0 recognize the imponance
of training; mandating training at the Federal and State level; developing & core CSE
. curriculum: implementing a State Trainer Certification Program; and providing
adeguate funding for training activities.

The conciusion: training will continus 10 lag without an infusion of new funds
and the aggressive support of agency heads.



CHILD SUPPORT ENFORCEMENT TRAINING

b

BACKGROUND

- In 1891 the National Governors’ Association issued the following pronouncement:

“The Governors believe that a major factor in operating successful child support
enforcement programs is adequately trained staff.* In spite of this endorsement, few
States nave appropriated funds adequate to the task.

State child support enforcement staff from top to bottomn, from directors of programs
to new frontine workers, face an urgent need for training. [n the face of this need,
meager resources are devoted almost exclusively to orienting naw staff, with little
follow-up or orrgoing training efforts,

Two negative consequences flow from this; fine staff consistently demanstrate a poor
understanding of even the most basic techniques of child support enforcement; and
officas lack up-to-date manuais and other reference materials necessary for expiammg
pelicies and procedures to szaff

it is gasy 0 find proponents of training when support is limited ta the spoken word
but much harder when funding is under discussion. The fact is that training is kkely to
be tunded, i at all, only in flush times. At the first sign of fiscal trouble, the piug is
pulled.

The National Commission ¢on the Public Service reports that private businesses spend
3 to § percent of their budgets on training, retraining, and upgrading empiloyee skilis.
That may not seem like mucn until comparison is made with the Federal Government,
which spends fess than one percent. The same can probably be said of State chifd
supporn enforcement programs.

One reason for this discrepancy may have been a raiuctance 6 fund evaluation of
training programs. Without evaluation, it's difficult 1o show a relationship between
training and increased productivity. Generally, however, Federal officials have only
anough funding for one or the other--not both., |t amounts to a Hobson's choice



Training may get the funding but since it is seldom, if ever, evaiuated nNo OnNe knows
whether it makes employees more efficient and/or increases produciivity.

When money is tight, training budgets are among the first to be hit. Even the Office o
Child Support Enforcement (QCSE), which has a better record of support for training
than many other Federal agencies, cut back severely on its training contracts in the
late '80s as budgets were being reduced.

To speak to this issue, OCSE is awarding a demonstration grant 1o develop a
process for determining the impact of fraining on child suppon managers and front-
ine workers. The intent is 10 begin gathering information atiout the impact of training
on both new and existing workers.«does it, for example, improve the productivity of
workers and quality of service to the public--relative to cost.

STATE TRAINING ASSESEMENTS

The record of States in support of training is no better than the Federal Government's.
In 1991, QCSE carried out an assessment of States’ training programs. The
conciusion: in a period characterized by compiex lsgal, economic, and social issues,
CSE training activities were given low priority for developing staff and imparting
program knowiedge. Comprehensive training programs at the State level were largely
ignored in favor of less costly supervisory orientation and on-the-job training.

Part of the difficuity for States is the enarmous increase in the complexity and
technical nature of the Child Support Enforcement {CSE) Program over the past 10
years. Legislative changes such as the CSE Amendments of 1984 and the Family
Support Act of 1888, as well as initiatives like the Federal CSENet project, have
reinforced the need for regutar, professional training of CSE managers and front-line
workers at the very time many States gre reducing CSE staff or doubling up on
responsibilities,

How a State is organizea to deliver CSE services may aiso present obstacles 1o
trainers. One IV-D director, for exampie, has noted how, urider a centralized, State-



administered program, he could easily mandate training for all State staff. The
situgtion is very differant in county administered States.

Standardization of proceciurés. centrally agministsred, would reguce fragmentation
and duplication of effort, enabling the efficient produciion and distribution of uniform
training programs, core curricula, and other materials. State and local practices now
vary so significantly that curricula must be tailored 1o individual States.

Other problems which frustrate the capability of States to provide reguiar training are
the large caseloads--workers typically carry in excess of 1,000 cases and can barely
kesp pace with the workicad fet aione find time 1o be trainad: the high turnover of
staff--astimated 10 be in the twanty percent range for the 87,000 caseworkers
nationwide (and probably much higher in urban jurisdictions); and the broad raix of
staff to ba trained--ranging from new front-line workers to judges who rotate
assignments frequently and IV-D directors,

The training needs (and wants) of each of these audiences s different and must be
met in different ways. Judges believe they are special and do not like to have V.0
officials int their training sessions. They prefer 1o be trained by other judges--not
"rainers.” Ling workers tend 1o be uncomforiable when, as happens frequently,
supervisory staff are included as part of their training.  Also, in their efforts {0 atiract
these diverse audiences, training organizers must confront competition from othier
programs, interests, and demands.

An updated look at State training programs, this one a sufvey conducted by the
National Council of State Child Support Enforcement Administrators in 1983, continues
1o point up problems for CSE training programs. A number of States with large
caseloads, including California, Fiorida, Ohio, New Jersey, New York, and
Perinsylvania did not respond««wﬁiCh may suggest they had little to report in terms of
training activities.

Of the 34 States that did respond, three quarters said they provide orientation courses

for new employees. Many of these, howaver, are of short duration--a day or two of
BVEN, in Some instances, only a few hours, Every State but one reported having &
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designatad official responsible for training. But many of these individuals are .
responsible for other areas as well, such as palicy, and spend only a fraction of their
time on training activities.

Nearly two-thirds of the 34 States said they hold annual training conferences (either
State or Association spensaored). But the typical attendance pattern for these
canferences is tor the same staff to go year after year. It is doubtful that more than a
quarter of any State’s CSE staff receives training over the course of a year.

While each of the 34 indicated that a substantial amount of training in the past 12
manths had eken place on topics ranging from enforcement techniques to systams,
- eSpOnses were weak concerning the availability of fraining for legal stalf; use of
videotapes and other state-of-the-art training technology; regutar contact and
exchanges of information with trainers in other States; regutar use of format
curriculum; and finks with private sector suppliers, including colleges and universities,
as sources for training.

Evidence that States see & continuing need for Federal training assistance can be .
found in the substantial ist of course topics and related materizls requested from

QCSE:

n [imersiate and UIFSA;

n review and adjustmsnt of ordesrs;
L mid-level management;
- program standards:

- medical support;
] in-hospital paternity establishment; and

» training for new V-D directors,




A survey made of Regionai Office (RQ) CSE Program Managers by OCSE's National
Training Center, aiso in 1993, found, with one important exception, a similar
identification of need. The exception: RO Program Managers identified mid-fevel
management training for States as a low priority.  This survey also documented
continuing requests by States for training courses "such as those previously delivergd
by the National Institute for Child Support Enforcement (NICSE),” a request recalling
the haicyon days of OCSE fraining in the early and mid-1980s.

¥

OCSE ROLE IN TRAINING

From 1979 through the late 19808 QCSE contracted with outside organizations, at an
aggregate commitment of $1 1o 2 million per year, t0 provide on-gite training to States
across a broad range of topics, including legalfjudicial. These organizations included.
along with the flagship NICSE, the American Bar Associstion (ABA), the Child Suppon
Technology Transfer Project, the National Center for State Courts, the National
Conference of State Legisiatures, the National Council of Juvenile and Family Count
Judges, the National District Aftorneys’ Assogiation, and the National Governors’
Association.

Al of these contracts, with the exception of the one with ABA, were allowed 10 lapse i
the face of budget constraints fated by the Federal Government during the late '§0s,
The ABA continues 1o provide training 10 the public and private bars at an annuat cost
of $300 to $350 thousand. But this training, while valuable, covers only a narrow band
of CSE staff (attorneys and a few caseworkers and managers) when compared with
what was formerly available.

Wanting 10 help fill the gap caused by loss of these contracts, in early 1931 OCSE
established the Nationat Training Center (NTC) within its Division of Program
Operations. This decision was based partly on the recommendations of a training
advisory group which met several times in late 1890 and early '81. The group's
mermbers included 15 experts from State and jocal child support enforcement
programs and national associations,



The purpose of the Center--which is staffed with five full-time professionals and one
support staff, is 1o boister States’ training initiatives through a variaty of means:
curriculum design/deveiopment; dissemination of information and materals: and, (¢
the extent that resources aijow, the conduct of direct training. The Center’s fraining
budget: less than $1,000 a vear. Center staff coordinate their efforts with those of
fraining managers in the States to keep duplication {0 a minimum.

The Center is assisted in its goals by designated training fiaisons in each Regional
Office, who serve as the primary training link between Central and Regional Offices.
Regional Training Liaisons work with NTC staff in identifying training materials and
resources, provide periodic briefings to Regional staff on training issues, and are
active participants in NTC's Nationai Training Workshops.

Quring #ts first two and one-half years of operation, NTC has delivered three national
training workshops, several training of trainer workshops for State trainers, and a few
on-site presertations at State CSE conferences. The Center has also distributed
some fraining curricula to States and prepared a number of articles on training for
publication in the QCSE nswsletter, "Child Support Repon.”

In no meaningful sense, however, can ths efforts of the National Training Center be
said 1o be mesting States’ training needs. The job is simply {00 big to be hancied by
a few conferences and a smatl number of publications. Even i OCSE were sill
funding training contracts in the $1 to $2 million range, however, it would still not be
enough. The CSE landscape in 1993 bears litle or no relationship to the one of a
decade ago, and training units, fike other paris of the organization, must adjust.

A NEW APPROACH

What is needed is a new approach which takes advantage of the improvements made
in technology over the past decade and is backed by fundling which permits
simultaneous approaches along several lines: videotapes, teleconfgrencing, computer
based training, and, where appropriate, contracting out ¢f specific tasks,




Teleconferencing holds promise as an effective means of reaching large audiences at
reasonabile cost per panticipant, Videotapes can suppiement and update, and in
some instances replace, publications and curricula which take considerable time to
produce and, because of the speed of change in the Program, tend quickly to
become dated,

This approach requires training t6 bie available 1o Faderal as wall as State staff. OCSE
should be the ieader in CSE training, but, in fact, training is rarely available (o its own
staff. This leads inavitably to feelings on the part of Federal staff that managers
considers fraining 1o be a matter of low priority. In particular, as the CSE Program
continues to evoive into areas of high tech, it becomes doubly important for Federal
staff who work with State trainers 1o keep up-to-date, since advances in technology
may well hold the most promise for heiping States.

ROLE OF TECHNOLOGY

To ensure that the training needs of staff are met, regardless of which facet of the
CSE Program they represent, whils providing training in the most cost-effective and
efficient manner, OCSE must take the lead in developing state-of-the-an training
methods. This is especially trugs as States design and implement statewic_ie automasated
systems. One exampie of state-ofthe-ant training is computer based training
technoiogy (CBT). -

Developing curriculum with the use of this technology has several advantages over
conventiocnal methods. First, CBT Is ideai for seif-instructional courses, Besides doing

away with the need for--and saving the cost of--a live trainer, CBT enables staff to
coordinate their own training when it is most suited to their schedules and pace
themseives through the curriculum on an individual basis.

Second, CBT courses ensure consistency of information. While different live trainers
may present the same information in ways that leave room for interpretation, everyone
nears the same message in the same words from CBT,



Third, CBT offers an important indirect advantage. As more training is designed and
deveioped that requires upgraded computer hardware and software, States tecome
more wiling 1o invest funds in the necessary equipment. That is, state-of-the-art
raining "pushes” technology.

This type of behavior was observed in 1991 when QOCSE developed a software
package that generated automated interstate forms. As States became aware of this
product and realized what a potential time saver it could be, many purchased
additional upgraded printers S0 staff could uge the software.,

Technoiogy by #self, however, is not the cure-all for what ails States’ CSE training
programs. Even those States with advanced automated systems seldom use them to
fuil aﬁv&r&zagé in child support enforcemernt caseloads, For exampie, with respect 1o
iocating noncustodial parents and their resources, access 1o data may be plentiful but
enly for the refative few wno know how to use the system well,

The coninuing automation of the Program, like other changes, presents training
challanges as weil as opportunities: challenges to assist States in their efforts to
acquire necessary training in the use of systems hardware and software; cpportunities
to blend state-of-the-art training, including, as mentioned earlier, computer based
trairing technology, into training sessions for both managers and front-line staff,

OPTIONS

The combination of high caseioacls and insufficient training resources ied the U.S,
Commission on inerstate Child Support in its Repont to Congress, "Supporting Our
Children: A Blueprint for Reform,” 1o make a number of recommendations concerming
training, including:

- that Federal law be changed to regognize the importance of training 10
the effective, efficient operation of the Program.




= that the Federal Government prom{zigate reguiations that require States
10 have minimum standards in their plans for waining that include initial
ang ongoing training for all persons invalved in the Child Suppon
Enforcement Program under Title V-0

Minimum standards couid be defined by convening a State/Federal Work Group,
similar to the already-mentioned training advisory group, to study the issue and make
recommendations 1o QOCSE,

Frequently overicoked in fraining pians are State V.D directors. But this group is
among the most *needy” in terms of training, First of all, the wrnover rate among
directors of child support enforcement programs is very high-perhaps 25 to 30
percent a year. Secondly, a State’s performance is influenced by the leadership and
managernent ability of those at the top. '%’zain%rig which focused on leadership,
inciuding, for example, sessions on how to draft effective legistation, work with
individuai legislators to obtain support for the Program, and make strong
presentations before legisiative committees couid pay off in increased support.

New V.D directors in particular could benefit from an intensive 3-5 day course which
nciuded, besides leadership/management styles and a legisiative component,
atterition to such topics as allocation of resources, personnel policies, and media and
pubtic relations. Follow-up training for this audience could be provided by making
arrangements for time on the agendas of reqularly scheduled mestings and
conterences af IV-D directors,

Other Commission recommendations:

B that States be required 10 offer a minimum number of hours of training
each year to their CSE empioyoes.

. that OCSE be required {0 train all Federal employees upon initial
employment on the operation of the program and on changes in Federal
laws, policies. and procedures as they ocour.



» that OCSE provide a federally funded core curriculum, with annual
updates, 1o all States for use in developing state-spedific training guides,
since gach Stale’s laws and requirements ara different.

TRAINER CERTIFICATION PROGRAM

One way to ensure that minimum training standards wouid be met, would be 1o
establish a Trainer Certification Program. This could either be Federally administerad
or State administered in accordancs with Federal regulations.  Such a program couid
provide for increased management and worker training, as weil as encourage a
greater commitment 10 training on the part of States. Kay elements of such a plan
would include:

. devalopment of centification standards appropriate for both managers
and front-line staff, which could be accomplished by a joint Federal/State

Work Group;

n dasign and development of a training curriculum based on those
certification standards;

L a pilot test of the curriculum, drawing staff from several States to provide
sufficient varisty of background ang experience; and

n design ant implementation of a formal evaluation process 10 assess the
impact of the certification program on improving operating parformance.

This program, like those of other professions such as family counseling, accountancy,
and law, also would require a stated number of hours of training each year to retain
centification.

FUNDING

As memioned, the Federal Government spends less than one percent of its budget on
training. The reason, accerding to the Vice President’s National Performance Review:
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Federat menagers tend (o view training as a cost, in contrast to corporate CEQs who
view it as an investment. Hers again, this may be true of government as a whole,

During the final two years of the NICSE contract, however, States paid $1,000 for each
course delivered by NICSE trainers. Prior to implementation of this policy, courses

. were provided without cost. There was a reduction in requests for courses after the
fee was installed, but States generally showed a wilingness to pay for training they
believed to be worthwhile, so long as the expenditure qualified for Federat Financial
Participation (FFP).

We should not, however, fool ourselves into thinking that a serious training effort can
be mounted without significant new expenditures. All plans for CSE training, in the
finat analysis, stand or fall on adequate funding. The idea that training can be
provided 10 States of anyong else without a reaiistic funding base carries about the
same chance for success as undercapitalized new businesses.

In summary, the need for training clearly exists at the State level, as does the
willingness to support it at the Federal program lsvel. But if any lasting resulls are to
be achisved, training must be adequately funded. States may well be willing to put
up fimited amounts of money for training (during goed times and with assured FFP),
but no substantial ameunt of training s tikely ever to take place without & fresh
infusion of Federal funds earmarked for training and supported by heads of agencies. -

1
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8ince its inception in 1975, the Child Support Enforcement (CSE)
Program has become increasingly more complex. State and local
organizational structures and operations vary widely. IV«D
caseloads have grown while staffing has not XKept pace and lean
budgets at every level of government as well as State staffing
ceilings limit IV-D hiring.

An array of Federal, State, and local data show that IvV-D
staffing levels are inadequate and that worker to caseload ratios
are frequently over 1,000 However, because comprehensive data
on national staffing of the CSE Program is almost nonexigtent,
further study is urgently needed.

Two approaches, which differ in scope and depth, are described.
One appreach is to conduct a comprehensive national study. The
.second approach is to conduct individual studies of each State
CSE program. Under both options, not only staffing but the
factars which impact it must be examined. As part of the
national study a staffing simulation mode)l that would accommodate
major program variables and forecast optimum staffing levels
could be developed.

Regardless of which option is selected, we must encourage States
to undertake their own internal operations analygis and make
program inprovements. States will need hands-on technical
agsistance to do this and this may regquire ths provision of
enhanced funding and the redeployment of CCSE resources. If,
despite all of these efforts, substantial deficiencies continue
to be identified, or if State authorities are unable or unwilling
to hire adgditional staff, OCSE could mandate staffing standards.

In summary, substantial improvement in State staffing levels and
program performance will reguire both the commitment of States to
evaluate and reengineeyr their prograns and the provision of
adeguate technical assistance under Federal leadership.



8T 1T _OF THE OBLEM

Since its inception in 1975, the Child Support Enforcement
Program has become increasingly more complex. IV-D caseloads
have grown while staffing has not kept pace. Although Congress
gave the Office of C&ild‘Suppart Enforcement {OCSE) the authority
to egtablish minimom organizational and staffing requirements for
IV-D programs, this has only been done on a very limited basis
because of the difficulty of establishing minimum staffing
standards vhen State and local organizational structure and
aperations vary so widely.

CEKGROUND

The Child Support Enforceément Progran has grown increasingly more
complex since 1875. The CSE Anmendments of 1984 and the Family
Support Act of 1988 mandated a wide variety of far reaching and
complex reguirements. For example, in response to the
regquirenent that States use expedited processes, State programs
have moved away from exclusive use of the court system for
establishing and enforcing child support obligations to using
gquasi-jodicial and administrative precesses. IV-D staff in
States with administrative process have additiocnal
responsibilities and are called upon to make more decisions about
what actions to take on cases. Thig increase in both program
scope and complexity necessitates a lower caseload to staff
ratio.

A primary fact of life is the current fiscal climate.

Governments are dealing with budgetary shortfalls at all levals--
national, State, and logal. This is ocourring at a time when
additional IV-D reguirements are being added such as non-IV-D
income withholding, periodic review and adjustment of orders,
increased paternity establishment, and medical suppert. For
example, a recent report calculated that the average time it
takes to modify one child support order is 48.5 hours.

A related constraint which States frequently face is a gtaffing
ceiling above which they cannet hire. Some then hire contractors
to get around this requirement. Hiring contractors and/or
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privatizing parts of the program, of course, has both pres and !
cons but is ancther issue which nust be considered when analyzing

staffing.

£

Despite all of the improvements that have been made in the CSE |
Program and all of the Federal and State funds that have been

invested,

staffing levels remain totally inadequate.

Strengthening the laws related to CSE will only benefit the ;
Program and the public 1If States have adeguate staff to impl&meﬁt
and enforce the laws. . :

THE_HEED FPOR_NA

1
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Comprehensive data on national gtaffing of the C8E Progran is

almost nonexistent. However, DHHS’s Preliminary Data Report fox
FY 92 showed: :

#
the IV-D caseload increased 13 percent nationally te an
all~time high of 15 millien;
it
. |
the national caseload has grown almost 37 percent since
1888;

the number of cases per FTE, which dropped slightly in
FY 91, increased to 368; and f

even though States have continually set records in éoma
areas, the percentage ¢f paying cases hag remained E
essentially the same for several vears; only 19 percent
e¢f the national IV-D cageload are paying cases.

»

For GAO’s February 1892 report, "Interstate Child Support - %ige
Withholding Not Fulfilling Expectations," they interviewed a |
sanple of 136 offices that serve counties with more than 100,000
population. GAO asked these offices "to rank the top three |
factors that might contribute to the time it takes to obtain wage
withholding.®* The size of the caseworkers’ caseloads is ranked

as the third highest cause.




In Januvary 198%, under contragct to OCSE, the National Governors’
Association published an issue of their newsletter, Capital
Ideas, entitled, "Staffing Deficiencies in the Child Support
Enforcement Program.” Some relevant highlights of this
pubklication are: ‘

¥
] The national average caseload for an AFDC worker is 66
while for a CSE worker it is 361.

» As many as half of the FTEs (in c¢hild support} do not
work on cases; they are supervisors, policy analysts,
clerical staff, accountants, and trainers. Net them
out of the eguation, and the caseloads would leok even
nere burdensome.

. Staff turnover 'in the CSE Program is a major hurdle
facing CSE directors, and that congtant turnover wastes
training funds.

Btate data furtheyr illustrate the current situation.

" In 1991, the IV«D caseload in Washington, DC was
approximately 65,000, The staffing celling was 140 but
only 107 positions are filled. Therefore, each DC
caseworker had a cagelgad of ovver 1,200 cases.

= In late 1992, OCSE staff provided onsite technical
assistance to the Domestic Relations Branch (DRB} of
the Philadelphia Pamily Court. &Staffing was found to
be a major problem. The resulting report concluded
that:

- In the past 2 years, the DRB caseload had
increased by 12,000 cases while the enforcement
unit had experienced a 40% reduction in staff.

- The DRB‘s caseload was 328,249. Their full~time
sguivalent staff was 286. This yielded a staff to
caseload ratio of 1:1,148,



It is good to keep in mind that there is considerable skepticism
about State caseload data as reported for various reasons. An
example which demonstrates how difficult it is to gather
meaningful and comparable data is that Jurisdictions vary in how
they define & case. In some States, a noncustodial parent and
child constitute a case. In cother States, a custodial parent and
child constitute a case. One noncustodial parent may have
several cases with various children and custodial parents,
Sometimes the sams family will have both a AFDC and & non-aArDC
case.

The US Interstate Commission report contained two recommendations
en staffing.

" The Federal Office of Child Support Enforcement should
be reguired to conduct staffing studies for sach State
child support program and report such results to
Congress and State officials. As a condition of
receiving Federal funding, States should be reguired to
provids staff at the level recommended in the study.

» Each study should include a staffing standard for sach
agency and court involved in the IV~D child support
process., All such studies should inelude a review of
the automated case processing system and include
methodelogy for review of staffing standards when
systems are implemented. The Commission recommends
that the report address space, systemg, and other
nonstaff resources nesded to suppert additional staff.

OCSE has long been aware of staffing problems in State and local
IV-D programs and ig very close to awarding a program lmprovement
grant to develop and test a methodoloegy to determine the
appropriate staffing standards for child support offices, related
contractor services, or discrete functions within a child support
office. This includes an examination and analysis of the way the
program is organized, the way cases ayre processed, the level of
automation, the level and use of administrative procedures and
the extent of program fragmentation. This is a first step in
addressing the staffing issue.




Twa options to address IV-D staffing naticnally follow.

ORTIONS

Below are two options designed to address the inadeguacy of IV-D
staffing nationally. Because data is lacking, both recommend
studying the issue further, The first option ls to undertake a
national staffing study. A possible product of this study could
be a gtaffing simulation model. The second option echoes the
staffing recommendations of the Interstate Commission. Both
aptions require that States go their part in conducting internal
operations analysis and advocate technical assistance to States.

OPTION #1. UNDERTAKE A NATIONAL BTAFFING STUDY.

A comprehensive, national staffing assesspent hag never heen
made. Given the great diversity in State and local progran
structure and coperations and the lack of data, further study is
urgently needed.

A national staffing study would need to examine a wide ramge of
management and organizational igsues not just staffing. Peor
management, inefficient use of resources, lack of training, and
duplicative procedures aggravate staffing prdblems. Management
literature recognizes that productivity does not increase in a
direct ratio to the size of the project team and that excessive,
nisplaced resources actually cause productivity and efficiency to
decreass.

Implementing Activities for Option #1.

The following four components-~development of a staffing model,
State internal reviews, provision of technical assistance, and
possibly mandating staffing standards--are integral to
implementing option #1.

» A staffing simulation model to forecast optimum staffing
levels and configurations could be developed,



UsSs5io

The model could accommodate variables such as the degree of
program centralization, organizational structure, urban
versus rural, the various levels of automaticn, and other
factors deemed appropriate. The model might also identify
staffing levels and configurations that impact most
positively on productivity in the varying environments.

States must conduct internal coperations analysis and
reengineer their 1Iv-D programs.

Discussion

At the same time that the national staffing study is being
conducted, States should be encgouraged to conduct their own
comprehensive, internal analysis. State and logal IV-D
officials must examine and work to improve theirx
organizational structure, case flow, administrative
procedures, and address the full array of management
considerations. They must increase efficiency and
effectivensss, reduce duplication and waste, and improve
client service. The current national move toward provision
of universal CSE servicez makes this "¢lean up® effort even
moye critical.

In order to accomplish this obijective and have every State
examine and reengineer its IV-D program, enhanced funding
may be necessary. Enhanced FFP at the rate of 30 percent is
currently available to States for automated systems and
genatic testing. The anticipated payoff makes the
investment in these two critical arsas worthwhile. This is
in addition to the 66 percent Federal match for
administrative costs. If State inefficiencies are allowed
to flourish and continue to bog down case processing and
client serxvice, much of the anticipated benefits will not he
realized. State operations analysis will ensure that all
invested rescurces will be maximized and vield benefits for
all parties.
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Providing the enhanced funding and conducting the internal
analysig should be done in concert with the statewide
automated systenms process. Simplifying and streamlining
precedures and eliminating duplication will complement the
development and implementation of the automated system.
Automation of inefficient procedures must be avoided,

Provide comprehensive technical assistance to States.

bi scussion

A national effort to assist States is critical. A full
range of technical assistance is needed in management,
progranmatic, systems, and administrative functions. OCSE
does not currently pessess sufficient resources to offer
such assistance. In the spirit of the Vice President’s NPR
report recommendation to recorient the Inspectors’ Ceneral
focus from strict compliance auditing to evaluating
managemnent control systems o prevent waste and ensure
efficient, effective service, refocusing CGCSE’s areas of
emphasis and shifting OCSE reszources could help to address
the provision of technical assistance to States.

Providing adeguate technical assistance to States is a hugh
undertaking and will reguire the commitment of substantial
respources, both financial and human. Funds must be made
availabkle to enable Federal, State, and contractor staff to
vork onsite. 1In order to aveid reinventing the wheel and
conserve resources, a technology transfer system could be
used to share best practices among States.

OCSE's past experience with technical assistance has been
very positive. In the late 19$70s and the early 1980s, OCSE
invested considegrable resources in conducting ongite
management studieg, AL that time, there was considerabkle
feedback that these studies were very helpful in promoting
program efficiencies. Under OCSE's Technoloegy Transfer
contract, onsite technical assistance and analysis of
management and staffing issues were provided to
jurisdictions including Washington, DC and Mississippi,
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More recently, OCSE staff provided onsite technical .
assistance in locate and enforcement to Philadelphia and to
Prince Georges County, MO,

. Consider mandating staffing standards.
Discussion

If subgtantial deficiencies continue to be identified or if
State authorities are unable or unwilling to hire additional
staff, OCSE could impose the reguirement that those States
hire additional staff. The actual number of mandated staff
would be based on data from the naticnal staffing study, the
results of the State staffing demonstration grant, and
projections based on the simulation model.

Mandating staffing standards has both pros and cons.

Sometimes Federal mandates are helpful te IV~D agencies

because they cannot be ignored by State legislators.

Mandates will ensure improved staffing levels and provide .
better service to families. It will, however, bs costly to

the Federal government under the current funding structure.

In addition, States may resent yet another Federal mandate

even though they will realize additional revenue from

increased child support collections.

Conclusion for Option #1,

State program performance cannot be optimized without the
investment of substantial resources. OCSE cannot be a full
partner in this effort without ghifting resocurces to refocus on
these objectives. With an eye toward assisting States rather

than punishing them, these resocurces must be invested wisely.

The activities described under option #i--the internal State
analysis, technical assistance, and a staff forecasting model~~
will result in greatly improved program performance in all

States.,




OPTION #2. IMPLEMENT THE RECOMMENDATIONS OF THE US INTERSTATE
COMMISSION TO CONDUCT STATE BTAFFING BTUDIES FOR EACE BTATE CSE
PROGRAM .

The Intsrstate Commizsion recommends that each State study should
include a staffing standard for each agency and court involved in
the IV~D process as well as a yeview of the automated case
processing system, and an analysis of relevant nonstaff
resources. (See page 6 for full text of recommendations.)

Thig indepth approach of\ﬂonduatinq an individual, comprehensive
staffing study in each State may require even more rescurces than
undertaking a naticenal study as described in optien #1, Given
sufficient resources, some or all of the State studies could be
done under contract., OCSE could, in conjunction with
contractors, conduct some of the studies,

In addition to reviewing' each State’s automated system during the
study, a methodology must be developed to reassess staffing after
the automated system is implemented. As a State progresses
through the various stages of automation, fregquent reallgnment of
staff may be necessary to maximize benefits. Other factors which
impact on staff such as space, currency of policy and procedures,
and sufficiency of training must also be examined,

An additional consideration is that conducting studies in and
mandating staffing standards for program components outside of
the IV-D agency may well be problematic. OCSE has no authority
to get standards for courts or for agencies within county
governnent such as the sheriff’s office. If both parties do not
agree to execute a cooperative agreement, IV-D has no authority
to mandate requirements. As discussed above, mandating staffing
standards for IV-D agencies has both pros and cons.

Since there is considerable similarity ketween option #1 and
option #2, much of the discussion of State internal analysis and
technical assistance under option #1 is alsc relevant to option

i



#2., To avoid duplication, this discussion has been shortened
undeyr option #2.

2 States must conduct internal operations analysis and
reengineer their IV-D prograns.

Discussion

The sooner that State inefficiencies are minimized the
sooner will resources be ¢onserved and client service
improved. State operations analysis leading to program
inmprovements will help to ensure that all invested resources
will be maximized and yield benefits for all parties.

" Provide technical assistance to States.

Biscussion

Again, a national effort to assist States is critical to
success. A full range of technical assistance i$ needed in
management, programmatic, systems, and administrative
functions, '

As in option #1, requiring States to *"clean up* their programs
and providing them with adeguate technical assistance to deo so
will yield program improvements in all States.

CONCTUSION

Staffing levels impact all parte of the CSE Program and child
support is a c¢ritical component of welfare reform. 7The great
diversity among State and local programs and the lack of data,
necessitate further study.

Bringing State staffing levels and program performance up to

where they should be and up to public expectation is a mammoth
undertaking. States must do their part to analyze and reengineer
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their prograns and substantial technical agsistance is coritical
to this effort, States cannot do this alone, OCSE must take the
lead.



