


WELFARE REFORM INFORMATION TECHNOLOGY WORKGROUP
Child Support Enforcement

To improve child support enforcement, welfare reform workpapers have been developed to
consider: making child support services more universally available; improving enforcement
and collection procedures; ensuring equity through timely review and adjustment of orders;
establishing a new-hire reporting system to improve the timeliness and increase the
effectiveness of wage withholding; and improving the location of putative/non-custodial
parents. This paper considers ways to bring added value to the progranil proposals by
leveraging the effectiveness of these proposals through the application of Information

Technology (7).
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This paper proposes: improvements to States” automated systems, including a State
centralized collection capability; a national capability to improve both intrastate and interstate
processing; and other IT options for fusion with program goals. It is structured as follows:

Section | Introduces the subject and provides an overview of the CSE information
infrastructure proposed in this paper.

Section Il Presents the baseline technology at the Stale level, highlighting the avtomated
capabilities that States will be required to have by 1995,

Section JII  Discusses proposals for IT improvements to States’ systems, including 2
technology for centralized collections.

Section IV Examines the CSE Clearinghouse concept, including options for its
development and the communications network which would be needed o
support it.

Section ¥ Presents other IT alternatives to improve establishment and enforcement.

Section VI  Summarizes the proposals by child support functional area. In addition,
proposal considerations are highlighted, and noted as to whether the individual
proposals are appropriate for legislation/operation or should be treated as iests
or demonstrations,
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1. INIRODUCTION

Over the past years, many—including the States responsible for its operation—have criticized
the ineffectiveness of the Child Support Enforcement (CSE) Program. Federal and State
reform efforts have resulted in comprehensive legisiation intended to correct the weaknesses
in the program, and program improvements are expected. However, more needs o be done
to ensure thiat both parents provide for the support and well-being of their children.

Some of the basic problems with the program stems from the organizational fragmentation,
and the lack of uniformity in the programs among States, or even within a State. In effect,
there is no “systam” for operating the child support program. While this systamic problem
affects the entire program, it has proved particularly problematic in the enforcement of
interstate child support cases. Because of the organizational fragmentation and the lack of
structure, automation efforts have been extremely difficult. In fact, many States have either
not attempted, or have attempted and failed, to automate the entire program. Now, they will
succeed--thanks to the Family Support Act provision which requires each State 1o have 2
statewide, operational system by 1995, To the extent that problems are due to a lack of
information, a statewide automated system will correct some of the deficiencies associated
with organizational fragmentation. Because the major portion of transactions across program
operation Hines are informational, i.e. State/county 1o prosecutor, State/county to court, or
prosecutor 10 court, the application of technology will result in an infrastructure which can
foster strong partnerships and cooperation.

The automation required by the Faxm}y Support Act, will help to alleviate another major
program problem-—ineffective case management. Currently, actions taken on a case are
caseworker-reliant and reactive. Extensive human intervention is needed to move a case
through the processes of locate, establishment, enforcement and collection. As a result,
caseworkers are continuously working off a backlog of cases. Having individual caseworkers
make decisions on each case was not a problem when caseloads were small. But with more
than 13 million cases nationwide, this degme of individualism becomes impossible.

Stalewide automation projects, when implemented, will make a big difference in the
management and aggressive working of a case. The systems now being developed and
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implemented are proactive--designed to automatically take the "next Jogical step” in a process
without caseworker intervention. The Family Support Act automation requirements coupled
with performance standards, will go far in ensuring that all cases receive the proper service
and will establish a basic structure for an operational CSE system which will move the
program into a new age of service to the public.

The Massachusetts Departrent of Revenue serves as an example of what can be achieved
through automation--the exact type of automation envisioned by the Family Support Act
system requirements. Rather than relying on individual caseworker actions, case activities
for the eaforcement function, are routinized and handled through automation to the extent
possible. Cases with similar characteristics are grouped together; decision rules determine
what type of enforcement actions are to be applied to the cases within the groups; and the
computer automatically takes the appropriate enforcement action.

In August 1992, when Massachusetis began its automated enforcement strategy, collections
stood at 65% of the child support owed by obligors hiving in Massachusetts. By March
1993, with the automation strategy fully implemented, the ratio had risen to 80%.
Unfortunately, the compliance rate for out-of-State obligors was much lower since
Massachusetts couldn’t apply its strategy to those cases, With an estimated 30 percent of
cases being interstate, this same problem will be replicated nationwide unless a strong system
1o ensure efficient interstate case processing is instituted.

A, Overview of Information Infrastructure

The basic technology principle of this paper is the creation of a2 CSE information
infrastructure. In creating the infrastructure, this paper introduces the concept of a Child
Support Enforcement Information Clearinghouse (hereinafter the "Clearinghouse”). The
Clearinghouse concept is presented as a result of the Workgroup™s analysis of other papers,
where reforms of the child support program were examined. With the Clearinghouse, States
will have a powerful locate capability and information source, of which the FPLS will



become a part.  The Clearinghouse concept and statewide automated systems are the
principle entities of the infrastructure. In combination, they have the potential to improve
enforcement nationally, through improved locate and increased wage withholding, and to also
make a dramatic difference in interstate case processing,

To better understand this principle, this section provides a logical view of the information
infrastructure concept. The options presented Iater in this paper relate to this technology
principle and its parts: State automated systems; the Clearinghouse; External organizations;
and a Communications Hub (the Network) 1o connect each entity. {See Figure 1) ‘

wiatewnde Avtomated SyIens

These are the first and primary entities in the CSE information infragtructure. The
major processing of case actions will happen here. For illustration purposes,
Figore 2 shows only some of the major data sources coming to the State system.

As its name implies, the Clearinghouse isn’t a federal data system that performs
individual case activities. Rather, it is a compilation of abbreviated case and
employment information that logically "points™ 1o where detailed case data resides.
While information will be coming 1o and from the Clearinghouse for processing, the
Clearinghouse will contain only enough data to do an intelligent match. The State

CSE Agency still retains overall processing responsibility. It also avoids the
perception that the Clearinghouse would indeed be the "mother” of all databases for
the child support program.

transactions, €.g. electronic data interchange, will become ¢ritical to ensure the
accoracy of data transmission between the various entities which form the
infrasteucture,  Please note that only some of the major sources are listed here.  As
Figure 2 shows, external organizations may be other government agencies or
information networks.



In order to connect all entities in the infrastructure, & communications hub would
serve as an information pipeline. Consistent with the *information superhighway”
mnccpt this paper recognizes that there are several different options to achieve the
wﬁnﬁctmt’y that would be needed, with a focus on utilizing an existing network,
Since connectivity can take the form of several different media, (audio, data, images,
text, and video), the hub is identified not only for communication, but also for value-
added network services, This would allow the testing of IT alternatives presentad,
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0. STATE SYSTEMS

Given States” responsibility for administering the Child Support Enforcement (CSE) program,
State systems serve ax the foundation for the infrastructure discussed in the previous section,
These systetns are key to the success of the Clearinghouse concept.

A. October 1, 1995 Systems Requirements

The Family Support Act of 1988 mandates the implementation and operation of 2
comprehensive, statewide, automated CSE system in every State by October 1, 1995, The
legislation does provide waiver authority for a single system if the State has an altemative(s)
which will allow the State to meet the CSE audit requirements. To obtain a wajver,
implementing regulations stated strict criteria, one of which is that there must be electronic
Lnkages to any waived alternative system. Three States have been granted waivers for the
court refated collection component of their statewide system, because the courts within these
States already had an automated system (o accept, receipt and record collections. These
three States: Iflinois, Kansas, and North Carolina, will each download and upload the
collection information to and from the Court component of the system and the State’s
gutomated system,

In accordance with the Family Support Act requirements, a statewide and comprehensive
automated CSE system will control, account for, and monitor all factors in the determination
of paternity and the collection of support. While the level of automation among States will
vary, all will have a systemn which will improve program administration and case
management. As stated Section I, these new and augmented systems will be much more
proactive than in the past: they will drive caseworker actions and automatically perform
logical, process-related functions and routine, clerical-type activities. Caseworkers’ time will
be available to focus on those activities requiring human skills and/or intervention.

To be considered fully operatibnal, the system must use automated procedures to initiate a
case, perform locate, ¢stablishment, enforcement, and collection activities; and contain all
data necessary to effectively manage a case and meet all Federal reporting requirements,



Specific automation requirements are contained in the OCSE's “"AUTOMATED SYSTEMS
FOR CHILD SUPPORT ENFORCEMENT: A GUIDE FOR STATES® (the Guide), dated
Iune 1993, The Guide identifies specific processes to be performed to meet Title IV-D
program requirements, provides a list of recommended data elements and describes the
degree of automation expected from the system. Because outside influences often dictate
whether ceriain features can be implemented, there is a certain amount of flexibility provided
regarding the level of automation a State must achieve. For example, the Guide specifies
that a State should establish automated interfaces with certain information sources. Yet, if
ene or more of those sources do not have automated capability, this requirement cannot be
enforced. Similarly, some sources, while having sufficient automation, have been unwilling
to establish an interface with the CSE system. In both cases, we pressure the State to have
these electronic interfaces, but only require that the system have the capability to interface
once automation capability becomes available, Often, if the State establishes the capability,
the need to interface is pushed 1o 2 higher level within a State and with the extra attention
and commitment, the interface iy accomplished.

Previous papers have used the terms dishursement and distribution interchangeably. The
former is the 1ssuance of a payment to the custodial parent, where the latter is the application
of AFDC payments to accounts in accordance with Federal and State rules. In aufomating
the distribution process, all collections will be automatically allocated and applied to the
appropriate account, i.e., to current payments, to arrears, 1o the family, to interest, e, The
distribution algorithm, particularly for AFDC collections, i complex and will be fully
automated in the Statewide systems now under development. This is, however, the only part
of the collection process which will use the full capability of technology. States continue to
automate a currently fragmented, labor intensive and error-prone process for their payment
receipt and disbursement functions. Examples of improvements which will be achieved by
automating some functions in the collection process include:

» automatic billing of all cases other than those with income withholding in
place;

» autornatic batching and reconciliation of payments as they are keyed into the
system;



= appropriate application of Federal and State rules in the acceptance,
distribution and maintenance of payments received; and

. automatic generation of notices to AFDC and former AFDC recipients
regarding support collections received, and to the IV-A agency regarding
collections received an behalf of AFDC recipients.

The Child Support Enforcement Network (CSENet), designed to link together the statewide,
automated CSE systems, is now being used as an interim solution to the linkage between
systems in all States. CSENet provides data exchange support to facilitate the transfer of
certain interstate child support data among States. Once fully operational, CSENet will
eliminate the need for mailing certain interstate forms, and will automatically issue
information to and from the initiating and responding State systems. CSENet will be
operational with linkages o and from States by October 1, 1995, States are currently
establishing the antomated interfaces needed to make CSENet fully operational.

CSE systems that are certified as meeting the Family Support Act provisions will
automatically generate the various documents relevant to case actions, i.e., petitions,
summonses, eto. Legal documents may, however, nol be standardized within a given State
because of individual Court requirements. To accommodate these differences, 8 document
generation capability will reside at the County level, The automation of Child Support
Guidelines will also help in the establishment of child support orders. Similarly, sysiems
will include automation 10 assist in the review and adjustment procedures and the process
requirements necessary o initiate immediate wage withholding. Finally, all systems will
have automatic interfaces with:

Federal Parent Locator Service (FPLS);

State Employment Security Administration (SESA);
State Tax or Revenve Agency;

Internal Revenue Service (IRS); and

CSENet.



As discussed earlier, interfaces with other local sources and some Federal programs such as
Titles XIX, IV-E, TV-A, and IV-F, will be dependent on those sources” automation

capability.

ﬁ. Szatus of State Systems

Every State has a system development or augmentation project underway. These systems are
complex and are not as far along as would be expected, considering the October 1, 1995
deadline. We expect most States will meet the required operational date, although about 10-
12 may not become operational until early 1996,

All States will have the capability to maintain a record of IV-D c¢hild suppont cases/orders
within the Siate. The detail of the record at the State level will depend on the design
configuration of a Statewide system. For these statewide system projects, the design
configuration will fall into one of three categories: centralized, distributed, or guasi-
distributed. With an emphasis on centralized collections, in each of these types of
configurations, billing will be antomated, but other aspects of payment posting and receipting
may not be.

Of the 54 States and ternitories, thirty-seven (37) States will have a centralized database
design configuration. In a centralized design (including New York and Texas), the full child
support record will include collection history and accounting information in one database at
the State level. Cases may be worked at the county level. Court or attorney staff may have
some data entry, but will have full data query capability. Payments may be received at the
county by a clerk of the court or other designated office. Of these 37 States, 21 have laws
designating the local level as the agency to accept and receipt collections, and in many cases
to disburse payments.

Eight (8) other States will operate a distributed database design configuration. In a fully
distributed design (including California, Michigan and Pennsylvania), an abstract record of
all cases is maintained at the State level. This record contains limited demographic and
record location data, The State and Counties operate on fully compatible hardware which
has been appropriately sized by caseload. The State's database is part of the overall network
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and connected to the actual operational data at the local, court, or prosecutor level
throughout the State. The full child support record and all information about collections, as
well as the automation nesded 1o assist in accepting, posting and recording payments, is
maintained at the local or regional Jevel, All eight States will have a county level payment
receipt and disbursement authority.

Nine (9) other States, (including South Carolina, Georgia, and Nebraska}, will operate with a
quasi-distributed database design configuration. For these States, complete AFDC records
are maintained at the State level and, depending on the State, most information for non-
AFDC clients is also maintained at the State Jevel. However, in most of these States, the
non-AFDC payment processing function and the *official payment record® are at the county
level. In all of these States, the State maintains a record, at the State !e#e], to indicate
certain agcount and identifying record location.

Of the above seventeen (17) distributed and quasi-distributed State configurations, many of
the Counties or courts have the responsibility for both IV-D, non-AFDL and non-IV.D
payment collections.

Federal certification of statewide automated systems will ensure that each State system
contains all necessary basic case information (o effectively and efficiently perform all
functional activities for existing IV-D requirements, However, specific State design criteria
are determined by a Swate's laws, policies and procedures. These design criteria significantly
influence the selection of the hardware/software environment, database organization, and
network environment. The result is that no two systems will be designed in exactly the same
way, even when they utilize the same basic operating environment, e.g., hardware, software
tools, telecommunications, operating systems.
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States' development and implementation of the comprehensive, automated child support
enforcement systems discussed in Section 1 will go far toward ensuring that: (1} the
program is more responsive ta the peaple that it serves; and (2) caseworkers are better able
t manage their burgeoning caseloads. But these systems now being developed will not go as
far as they must to address the dramatic improvements expected under the Welfare Reform
proposals. Information technology improvements at the State level will be needed to address:

» Universality - States will be required to increase their staff, and will consequently
require an increase in supporting hardware.

ility ~ There is a need to facilitate

effective communications among the entities within the infrastructure by using

Electronic Data Interchange (EDI) for effective Jocate and interstate processing. A
key element in the infrastructure is to establish electronic standards and capabilities
within and between statewide systems,

i

Enabled Centralized £ ipns - There is a great need for technology to
facziztate the co?alacﬁea and disbursement of child support payments. This need will
intensify for two reasons: (1) the anticipated surge in caselcads and payments
resulting from immediate wage withholding for all new support orders issued in a
State after January 1, 1994; and (2) the need w simplify the withholding process for
employers. While current State sutomation plans will result in some streamlining of
paymient processing, it will not eliminate the fragmented and inefficient processes for
payment, receipting, processing and dishursement.

et ansfer (EFT) - Barriers need to be addressed and corrected to
make ciactromc funds transfer a way of operation within the Child Support program.
Some technology related solutions are needed but the initiative needs national
attenztion. EFT needs to be used to quickly and accurately move payments from
Point A to Point B.
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A. Universality

If legislation mandates that all child support cases be administered by State CSE agencies, the
primary technology issue becomes one of sizing the hardware and establishing procedures to
handle increased volumes. It is estimated that the introduction of universality may respltina
large increase in the nember of child support cases, However, because the move 10
universality would be gradual, i.e., as new children were born to unwed mothers and as new
cases applied for services, States® need for increased capacity would also be gradual, The
systems which States are now developing would 1ot be made obsolete a3 a result of
universality. Upgrades could be introduced over time, with capacity issues addressed as
actual numbers could be more closely estimated for the size of the new cascload. More staff
would be required to bandle the increase in cases. More personal computers and related
hardware would be required for new caseworkers. Telecommunications systems would need
10 be upgraded or replaced to handle the additional volume, and additiony! processing and
storage capacily would have {0 be added. In some States, there would potentially be the
need 1o upgrade the operating system software or database management systems. Some may
even need 1o establish separate databases.

B. lnteropersbility

As discussed in Section II, no two State systems will be completely alike, We would not,
nor ¢o we need, to consider having States scrap their existing or developing systems ©
ensure consistency, However, as we move toward establishing communication linkages, we
will need to ensure that information can be accurately transmitted between States and external
entities. To do that, we will need {o establish standard transaction formats, where the sender
and receiver know the type of information that is being sent and know how the information
will be structured. Data which are transmitted in a electronic, standardized format is known
as electronic dala interchange (EDI). For example, if the IRS bad asset information and the
State of Utah was Jooking for asset information on John Doe, Utah, through its CSE system,
would initiate an electronic "Assets Information Request” by building an electronic
information packet. The information packet would first indicate the type of information
being sent, followed by all available information on John Doe which was needed to respond
to the request. The information would be provided in a standard format, i.e,, the name,
social security number, etc. would be placed in specific segments of the information packet.

13



IRS, receiving the information request, would know exactly how to read the packet because
it would be structured based on the fact that the packet was designated an "Asset Information
Request.”

EDI technology is currently in use by many government and private organizations in lieu of
paper data exchanges: medical information is transmitted to Medicare by doctors;
prescription data are electronically transferred from pharmacies to fiscal agents for electronic
claims processing, and Sears uses EDI o electronically order goods from their suppliers and
provide receipts for their delivery. CSENet provides an example of how this technology will
work as it moves information on interstate cases between States using standard transaction
formats. The key to success will e in parrowly defining the fype of information to be
included in the EDI "packet.® Since States use different naming conventions for the same
data elements, States will have to map their own data elements and, with an automated
program, transiate these to the standard data elements and format. This will not be an easy
process, but would be significantly easier than trying to impose the same system on each
State at this advanced stage of States’ system project life cycles.

€. Centralized Collections

The focus of this discussion is not that of consideration of centralizing collections from an
organizational perspeciive, but instead fo consider an approach similar o that now being
demonstrated in New York State, As a first siep for consideration, the definition of
tentralized collections needs 16 change to eliminate the perception that information and
contro! will be taken away from the local levels. Technology fusion with functional
requirements can be accomplished so that the distinction is blurred between the State level
{centralized process) and local level (decentralized) control.

In the New York demonstration project, electronic equipment (the type used by banks and
financial institutions) and information technology-driven procedures are combined to enable
the State to achieve the benefits of 4 centralized approach to payment processing. At the
same time, the eleven pilot Districts are provided with the desired information control and an
appearance of local funds contro] because checks bear a local level signature. The proposal
here is to change the working definition of centralized collections from *designating one
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point {a unit), within a State, for receiving, accounting for, and disbursing child support
payments” to “having a single State level technology-enabled system (a single electronic
and computer-iriven process) within a State, for receiving, accounting for, and disbursing
child support payments.,* -~ - - -

1. The Problem ,

Collection and disbursement of child support payments can be complex and difficolt,
States receive collections from a number of sources including: wage withholding;
direct obligor payments; payments from other States; Federal and State income tax
offset: unemployment compensation offset; Hen proceeds; lottery and other windfall
prao&ds; and IRS full collection. Payments must be matched and credited to the
correct case, the AFDC collections must be distributed, and non-AFDC collections
must be promptly disbursed. Other activities include billing the obliger and
monitoring the payments on each case. All of these problems can cause errors and
delays in getting the support payments to custodial parents and their children,

Currently, State CSE programs use one or more of several different agencies, {e.g.
county court clerks, the central IV-D agency, or a central payment clearinghouse), for
receiving and disbursing payments, These agencies, may not handle non-IV-D
payments and may perform only a part of the collection and disbursement process.
For example, in many States the County clerks are responsible for receiving,
receipting and recording monthly child suppart payments, and are considered the
“official record keecpers. Yet the State central office has responsibility for receiving,
receipting and recording other collections such as: State and Federal tax offset;
unemployment compensation; collections resulting from enforcement of a lien or
bond; and collections from “windfall-type”™ payments. The State central office also
has the responsibility for billing and notification of custodial and non-custodial

parents,

These decentralized processes result in inefficiencies. There are: delays in recording
and processing of payments; redundant processes at State and County levels;
inconsistencies in State records and “official records;” inconsistent procedures and
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operations among local governments within a State; and poor and excessive utilization
of staff throughout the State,

Over thirty States accept, post, reconcile, and process payments at the County level,
The Family Support Act automation requirements will streamline and automate States’
current fragmented payment processing with the help of limited automated procedures
built into the statewide systems.  Distribution of collections, which is a State level
function, will be an exception because it requires intensive computer resources as well
as interfaces with State IV-A and IV-E programs. As a first step toward true
efficiency, States need 1o establish a centralized collection unit which would handle
payment acceptance, posting, reconciliation and disbursement, subsequent to the
distribution of collections,

2. Centralized Collection Point s Not Enocugh

States and OCSE auditors indicate that handling large numbers of payments,
maintaining internal controls, and decreasing the risk of errors and delays, can be
dong more effectively by designating one point within the State to receive, account
for, and disburse child support payments. While such a unit would be an
improvement over the decentralized process, simply having one centralized collection
point is not enough, As examples, Delaware and Virginia have established one point
at the State level to receive, receipt, collect and bill obligors, yet their ability to
efficiently process payments has only improved slightly.

Today, sixieen States (16} could implement centralized collection, since they have the
statutory authority to, or currently operate their program at the State level. Twelve
{12) State statutes refer to making payments through the child support enforcement
agency, others have laws referencing a central depository,

States are not making investments in advanced electronic data capture and
disbursement technologies. With the exception of New York in its pilot operation
and, to some degree, Colorado, States with centralized collection authority or
responsibility are not maximizing the efficiency of the process with technology.
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3. Single, Technology-Enabled Centralized Collections
A single, technology-enabled system at the State level, would include the following:

maximum use of electronic funds transfer (EFT) technology to include the
acceptance and electronic processing of collections from employers, obligors,
State and Federal agencies, and the disbursement of payments to local
agencies, custodial parents, and other States;

a lockbox payment concept, combined with procedures for eliminating cash
payments;

high-speed check processing equipment, e.g., optical scanners and micro ink
character recognition (MICR] processors, for electronic capture of check
information, and encoding of check for expedited bank processing;
high-performance and fully automated mail and postal procedures for the most
productive and cost effective processing of incoming and outgoing mail, e.g.,
bar codes for routing and zip code information, pre-sorting, and labeling
oulgoing mail;

technology and procedures which will allow the State to receipt collections and
disburse payments as if they were handled by the local government, e.g.,
Payments being made to0 a custodial parent would appear {o come from a local
gavemr;:ent;

standardized, technalegj}*driven procedures to capture check amounts,
reconcile problems with paymenis and returned checks, and to capture data for
updating of the statewide automated system;

a voice response unit (VRU) providing custedial and non-custodial parents

" access to Agency information;

fully automated billing and statement processing;

outreach activities through marketing, recruiting, training and sharing
information for: 1) encouraging the use of tape processing and EFT from
employers and direct deposit to custodial parent accounts, and 2) electronic
debit of payments from non-custodial parents; and

guality control and audit procedures for all processing.
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D. Electronic Funds Transfer (Collection and Disbursement of Payments)

To ensure the rapid and efficient movement of collections from non-custodial to custodial
parents, ACF must require the use of electronic funds transfer (EFT) technology. Obligors
would be provided with electronic alternatives for payment submission. Disbursements could
be handled by electronic benefit transfer technology, direct deposit, or other EFT technology.

1. Wage Withholdings - Currently, ACF is in the process of "marketing” electronic
fund transfer/electronic data interchange (EFT/EDI) technology to employers across
the country, Because many employers rely on vendor-developed payroll software or
payroll provessing companies, ACF has made contact with these companies,
encouraging them to develop a CSE module, Plans are being made to encourage the
use of EFT/EDI by other Federal agencies in their role as model employers,

The EFT process should cut costs for both employers and CSE agencies, as well as
hanks, because manual procassing and paper checks will be eliminated. However, for
maximum benefit, the use of EFT technology by employers should be mandated
through legislation. While many States currently have legislation that mandates the
use of EFT in the submission of State tax withholdings, the timing requirements for
submission vary based on the amount of tax 1o be remitted. Small employers may be
totally exempt from the requirement. IRS is in the process of conducting pilot
projects, in Georgia and South Carolina, using EFT for Federal tax withholdings.
ACF legisiation could parallel the requirements established in either State or Federal
legislation, whichever was more inclusive.

: et Pa gogs - All obligors would be encouraged to transmit
yments using EFT wchnozegy Non-custodial parents would be given the option of
using: recurring automatic withdrawals, such as that used for morigage payments,
where a specific amount of money would be withdrawn on a specific date; or an
- automatic withdrawal initiated through a Voice Response Unit (VRU), coupled with 2
personal identification number; similar to what many people use for variable monthly
bills.  As an alternative for persons without savings or checking accounts, the non-
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custexdial parent could be issued a plastic card to deposit cash through an ATM
machine into a State owned bank account.

1shurserments ayment: her States - Collections made on behalf of other
States will, under current regulatmns, be t:ansmltted to those States using EFT.

Receiving banks will credit the CSE agency’s account with the payments and forward
the identifying information for posting and distribution. When States are transmitling
*special” eollections, such as a State tax refund offset, States will couple an EFT
transaction with a CSENet transaction, identifying the payment so that it can be
properly distributed against the certified arrearage.

: - Jouseholds - Many States are moving toward the use of
Electronic Benefit 'I”ransfer {EBT) technology for the distribution of food stamp and
AFDC benefits. In such States, any $50 pass-through payments distributed to AFDC
houscholds will be deposited into the houschold’s EBT account. The State could also
include any custodial parent without a checking account in its EBT project.
Houscholds already having existing checking/savings accounts, regardless of whether
the State used EBT, would have such payments directly deposited into those accounts.
Inforrnation on deposited payments would be provided using Voice Response Units
{VRUs).

[SEM her Households - States would deposit payments into existing
checlungz’savmgs accounts of custodial parents. State banks conld offer “free”
checking accounts or other accounts accessed through plastic card technology {e.g.
ATM)}, Information on deposited payments would be provided using VRUSs.
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In an increasingly mobile society, the locate function becomes one of the key factors in the
successfol processing of child support cases. Currently, after States’ exhaust all available
internal locate resources, cases are referred to OCSE's Federal Parent Locate Service (FPLS)
to match against other sources including: the Internal Revenue Service (IRS); the Social
Security Administration (S§SA); the Depariment of Veterans Affairs {VA); the Selective
Service System; the Department of Defense; and State Employment Security Agencies
{SESA} for employment information. OCSE has also served as the central point for the
Federal Tax-Offset Program, negotiating on behalf of the States with IRS. Although FPLS is
very cost effective, there are limitations. Failed locate referrals must be resubmitted. State
agencies cannot access SSA or IRS databases to perform on-line name searches for SSNs,
And, due to SESA system limitations, SESA matches can only be done on a semi-monthly
basis for a maximum of 200,000 cases.

The Clearinghouse is intended to overcome these limitations and to incorporate nationally
some of the common external matches currently being performed by some States, such as
interfacing with credit bureaus. The integration of CSENet into this Clearinghouse would be
both logical and cost-effective since a communications network would be constructed to
receive and transmit information to and'from Stales. The other function which would be
logically handled at the national level is the identification of new-hires. The concept of 2
national new-hire registry, where new-hires would be matched against putative/non-¢ustodial
parai\ts identified by States, was introduced in the New Hire Reporting welfare reform paper
and is incorporated here.

This national level function would provide a more integrated environment to assist States in
performing external case processing functions. Creating a national level Clearinghouse to
handle these improvements makes sense because:

L central development and maintenance of applications and databases would minimize
redundancies and overlaps in individual State systems;
- economies of scale can be exploited to acquire and employ more advanced and
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efficient computer and network communications systems in a cost-effective manner;
and

B it is desirable 1o ensure uniformity and consistency in communicating with external
agencics 1o contain costs, improve communications, and minimize the impact on those
organizations® internal operations.

_ This section discusses the Clearinghouse’s functions, presents its operational procedures,
discusses options related to its location and finally identifies telecommunications hub
alternatives. In the discussion, the three registries (Employment, Locate and Child
Support), are presented as scparate entities, however they would all be a part of one
database in the Clearinghouse, * For each putative/non-custodial parent in the Clearinghouse,
only minimud identifying data, sufficient to allow the necessary matches to be made and to
allow information to flow to and from the States, would be maintained. '

The Need for SSN as the CSE Universal Ydentifier

The Clearinghouse concept assumes that the social secority number (SSN) will be the
universal identifier. A universal identifier is needed to allow States to more efficiently match
their own databases and to allow the correct Jocation of an individual in an interstate case
from a poo! of millions, Issues related to privacy, accuracy and data integrity as a result of
using the SSN, (a5 were cited in the Health Care Reform debate on using the SSN as the
universal patient identification number), would have to be resolved. Although far from
perfect, the SSN is the only available, logical choice to be the universal identifier.

A, Clearinghouse Design

The National Child Support Enforcement Information Clearinghouse is a single database
which provides functional and operational capability to serve three major registries: The
National Employment Reglstry, the National Locate Registry, and the National Child
Support Registry. Each of these registries is needed for interstate case processing, and will
also be used to perform national level responsibilities that are currently provided by FPLS
and CSENet.
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The Clearinghouse would integrate most national level data exchange activities currently

being performed for States. In addition to the benefits offered for intra and inter-state case
processing, the Clearinghouse would result in dramatic improvements in wage withholding.
. The Empleyment Regivtry, for example, would serve as a valuable spurce of all employer

" data, including new hire information, The Clearinghouse would match any new-hire record

received from an employer against the Child Support Registry and immediately notify the
State Agency of the match, Taking the concept one step further, the State Agency, receiving
the notification of employment, could either immediately issue & notice to the employer or, if
the employer had agreed to accept an electronic notification, forward an EDI transaction to
the employer via the Clearinghouse. New-hire data in the Exployment Registry would also
facilitate the locate function, allowing establishment of paternity and child suppont orders.

The following explains the registries of the Clearinghouse, including database design
alternatives and data capturing methods.

Employment information is the most valuable data source for locate and collection
activities. However, there are two major prcblﬁmi with the State Employment
Security Agency (SESA) information currently being used. First, a significant
percentage of noncustodial parents frequently change jobs in order (o avoid paying
child support. Current reporting mechanisms associated with income tax, Social
Security, and unemployment insurance withholding, can take up to three or four
months to report a new hire. Second, there is no centralized employment database to
expedite the search process. To obtain employment information on out-of-state non-
custodial parents, the Federal Parent Locator System (FPLS) must broadcast the
request transactions 10 all SESAs to match against their databases. This broadeast
feature becomes a limitation because small-State SESA’s cannot handle the same
volume of cases that 2 larger-State SESA might be able to handle. -

To resolve these problems, the Clearinghouse would establish a National
Employment Registry. The core data or foundation for the Registry would come
from the SESA’s quarterly employmaent wage reporting data and SSA’s eaming
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database for the self-employed.. This data would be supplemented by new-hire
information to create a nationwide, up-to-date employment database, immediately
available for the Clearinghouse to match against all non-custodial parents referred by
the State for locate or wage withholding purposes. To ¢reate the initial database, both
SESA and SSA would send exiracts of their existing databases 1o the Clearinghouse.
This is similar to what is now done for the Electronic Parent Locator Service by
SESA’s in participating States.!

The Employment Registry would only contain essential elements required for
positive identification of putative/non-custodial parents and the employers for which
they work:

= Name and $5N of employee;

Employer Identification Number (EIN);

Address of employer (maintained in & separate EIN data file);

Health insurance coverage plan {if available);

Date of hire; and

Date of transaction.

‘8. New Hire Reporting
The most desirable approach to identifying newly hired non-custodial parents
would be to develop a mechanism that allows a "one-time, one-step™ near-
realtime veporting of new hires by employers. Such a system should be
designed to allow an employer to meet all new-hire or change-of-status
teporting requirements imposed by a myriad of Federal, State, and local
government orgazximticmé.

The Electronic Parent Locator Network {EPLN) is an interstate
database which serves nine States ~ Alabama, FPlorida, Georgia,
Kentucky, Mississippi, North and South Carolina, Tennessee, and
virginia. EPLN operates by obtaining, from each participating
State, a limited extract of their SESA database, Vital Statistics,
and Department of Motor Vehicles. fThe nine States can each guery
the EPLN database on~line, providing a single point of access to a
variety of interstate information.
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The Employment Registry would be designed in the most modular and
flexible manner to allow capturing new-hire data, regardless of its source of
information.  Additionally, the approach selected could be one which includes
a phased-in implementation, i.e. establishing a simplified CSE reporting
system which could later be abandoned when another system becomes
available for piggy-backing.

There are three potential options for collecting new-hire information. A
discussion of each follows:

Option ] - Interface with the National Health Core Registry

The President’s Health Care Reform Plan will require firms to certify that

individuals are covered under the employer’s health care insurance program.

Thus, an siecnrate, up-to-date record of an individual's employment status and

health insurance plan will bave to be maintained in some form of registry.

The update transactions to the registry would be an ideal source of new hire

information for the CSE Program. '

2ros.

This is probably the most cost-effective and efficient option because:

¢ information will cover essentially every worker in the U.S., including ‘
the self-employed;

©  data would include insurance coverage information which would allow
the IV-D agencies or courts o determine the availability of medical
inserance to the non-gustodial parent for purposes of providing medical
support; and

¢ no additional costs would be incurred by employers, States or the
Federal government in providing CSE informatien.

While this may be the most desirable option, there are two major potential

drawbacks:

¢ may rot be fully operational until 1996-1998; and
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¢  ACF may encounter difficulties in obtaining the proper legislative
authority to access the data. Media discussions have indicated the need
to use the Health Care Security Card and Number for health care
purposes only, and not as a national identifier. This would not rule
out, however, obtaining an extract of the employer reporied data.

Option 2 « Coordinate with the Wage Reporting Simplification Project

A major Federal initiative now underway is the Wage Reporting Simplification

" Project (WRSP) and an associated subproject, the Simplified Tax and Wage

Reporting System (STWARS). WRSP seeks to consolidate all Federal

. information and funds collection activities involving the employer-employee

+ relationship, including the registry of fact-of-employment, into a single entity

. reporting requirement.

R System and communication costs would be Jowered because equipment

and administrative costs would be shared among programs,

- Cons: |

4 An incurred repoifti:tg burden would be placed on employers because
only the CSE pwgmm would require timely reporting of employment
information. ,

° The sysiem may not be fully operational for sometime since the final
capabilities and configuration of WRSP and STWAKS are yet to be
finalized.

Option 3 - Access States’ New Hire Databases
* About 10 States have already begun to implement new-hire reporting systems
io enable IV-I¥ agencies to obtain employment and wage information more
- quickly. It is expected that more States will impose such a repemng
requirement in the near future,
Prog: :
¢ The information is already {or will be) available in those States which

implement 2 new-hire reporting requirement,
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4 Most existing prbgmms are labor intensive {employers are sending the
States a copy of the W.4), no automated reporting system is in place,

¢ Reporting requirements differ from State to Staie, i.e., timing,
employers required to report.

¢ This would be the most expensive alternative {for both employers and
the CSE program) since the data would have to be maintained at both
the State and Federal level,

* Since there is no assurance that all States will implement a new-hire
reporting requirement, Federal legislation would be required and
¢xisting State systems would have to be brought into conformance with
national requirements.

~ The most complete and current employment information would be resident in
the National Health Insurance Clearinghouse database after all citizens enroll
under the National Health Insurance program. However, the use of and access
to this information, even if Lmited solely t0 an intercept of the update
transaction, is controversizl. Should this information becomes available to the
CSE Program, however, interfaces with other employment databases would be
unnecessary, Since the availability of health enrollment information may not
be imminent, it would be more pragmatic 1o move toward creating an

independent CSE new-hire reporting system.

b. Employer Reporting of New-Hire

Because of differing technological capabilities, a variety of reporting methods
would be made available to employers for reporting new-hires. The methods
could apply to either State-level or National-level data capture. These would
include:

Method 1 - Paper-based Scannable Worksheets _
Most appropriate for small employers, the form could combine information
currently captured on paper by States, the IRS’s W-4, INS's 19, 88A, or any
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reporting requirement to identify an individual's health plan coverage.
{Voluntary reporting of the existence of a child support award by a non-
custodial parent could also be included.} The form could be completed on the
new hire's first day, then mailed to a central State processing center for
scanning {optical character recognition devices could be used for hand written
submissions) and processing.

Method 2 - Touch-Tone Telephones Combined with Voice Response Units
Also suitable for Jower volume new-hire sites, this method would require
employers 1o have either a touch-tone telephone or tone generator on a rotary
telephone. An employer PIN or other identifier would be required to prevent
tampering. Voice-response units could be used to generate prompts and
confirm entered data and could be programmed (o support other languages
such as Spanish, Mandarin, Vietnamese, etc.

Method 3 - Off-Line Point-of-Sale Devices or Personal Computers

This method would use a dial-in capability (modem or acoustic coupler) to
connect an employer’s computer or point-of-sale device (similar to credit card
verification equipment) {o the designated database. The number should be toll-
free for ease of employer access. A standard format and application would be
supplied to the employer. Once on-line, the system would accept multiple
submissions. The firm could dial in, select the approprate/compatible
software and either key in data or submit it electronically. While immediate
data receipt and verification would be supported, batch transmissions should be
sent at night. This would be very suitable for Jarge employers since it could
be built off an employer’s installed system or ¢could be an independent stand-
alone system.

Method 4 - Other Electronic Media for Large Volume Data Trancmission
Major employers and payroll service firms with sufficient processing capacity,
could easily furnish new-hire data to either State or Federal registries.
Submission of magnetic tape or other storage media is particularly useful for
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medium to Jarge employers, Next day air shipment of media is widely used
and is relatively cost effective, particularly if the firm hires on a cyclical basis,
On a cost per transaction basis, this would be quite inexpensive.

. 2 The National Locate Repistr

The National Locate Registry, as part of the Clearinghouse, would enhance and
subsume current FPLS functions. The Clearinghouse would accept State locate
referrals, matching them against available external databases (including the
Employment Registry discussed above), and refer locate information back to the
State for appropriate action. To maximize operational efficiency while minimizing
computer resource requirements, the Locate Regisiry would only include the
following data elements:

Name and social security number of the putative/non-custodial parent;

Date of birth, if available;

IV-D agency FIPS code;

IV-D case identification number;

A locate indicator; and

The date the case was submitted or new information was received to update an

existing case. :
In addition to matching against external information sources currently avgiiable to
FPLS, three additional sources are envisioned: Credit Bureaus, the National Law
Enforcement Telecommunications Network, and the National Criminal Information
Center.,

There are three top credit reporting agencies: TRW, Trans-Union, and CBI-Equifax.
States do not consistently and efficiently access Credit Bureau data for locate, and pay
between $1,75 and $3.75 for each paper-based credit report. The approach would be
to negotiate a national contract for high volume electronic fransactions and use
electronic data interchange to transmit data 1o and from the States and the three major
credit bureaus. By placing this interface at the national level, costs would be reduced
both because of volume and standard electronic access with no human intervention. -
In addition to serving as a locate spurce, these credit burgaus could also provide
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income and other financial information not disclosed or reported to other
organizations, including the IRS. The credit bursaus interface would also serve as the
reporting mechanism for delinquencies and the existence of support obligations.

ACF needs o negotiate an agreement with law enforcement agencies to access the
National Law Enforcement Telecommunications Network, and the National Crininal

Information Center.

The {‘Xeannghwm will maintain a registry containing all non-custodial parents which
have support orders. The basic data in the Child Support Registry would be name
and social security number information derived from State systems. It would be
matched against the Employment Registry and, once baseline data were established,
any changes in employment information would be reported back to those States
"registering” the non-custodial parent. Other new/updated information available to
the Clearinghouse, including health-coverage, would also be reported back 10 the
State. The information content of National Child Suppe:‘t Registry would include
the following:

» Name and SSN of the npn-cus:odial parent;

Date of birth of the non-custodial parent (if available);

Current employer identification number (if available);

Health insurance plan;

IV-D agency FIPS code;

IV-D case identification number; and

Date of case submiital or date of latest upkdate on an existing case,

The entry pc:unis fa: mformatmﬁ into the system will vary widely, depending on the type of
information and the party providing it. The Clearinghouse will perform top
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level processing functions, aggregating inputs from employers, States, and other entities
nationwide. Because of the varying size of these entities, the method of input could range
from direct slectronic transmission to manual transfer to a third party, having an interface
which could convert paper documents into an electronic format,

the following operational procedures are illustrative of the general approach.

When the Clearinghouse first becomes operational, it will interface with alf
SESAs and the $SA to obtain employment abstract data to establish the initial
National Emiployment Registry,

On 2 daily basis, the Clearinghouse will interface with the designated new-
hires data collection agency, e.g., IRS, SSA, Healthcare Clearinghouse, or
Siates, o collect the new hire transactions o spdate the database.

During the month after a quarter ends, the Clearinghouse will interface with
SESA’s to collect data to update the database and confirm the new-hire reports
received from employers.

The Clearinghouse will have daily processing cycles to match:

L 4 newly received employment data against all cases; and

¢ the entire Employment Registry against newly received or updated
State referrals.

Accept child support locate transactions from States,

~On a regular basis, match all cases in the Locate Registry against all new and
" currently available FPLE sources, including the Employment Registry.
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. When positive matches occur, transmit the information obtained, i.e,, sddress,
asset, employment, health ¢are insurance, eic, o the initiating Siate.

= On an on-going basis, rematch all cases in the Locate Registry spainst newly
obtained or updated external sources until the initiating State withdraws the
locate request.

» Establish a National Child Support Reglstry to identify all non-custodial
parents who have an order.

" On a daily basis, the Clearinghouse would match all cases against the
Employment Registry, and report back to states on:
¢ new-hire obligors who were previously unemployed;
¢ obligors who had changed employment; and
¢ obligors who changed their insurance coverage plan,

Because the Clearinghouse will have the ability to detect non-custodial parents having
multiple orders issued against them in multiple States, initiating States could be
alerted to coordinate the review and adjustment of cases and/or the issuance of wage
withholding notices.

C. Clearinghouse Location
There are three main options for the location of the Clearinghouse. A brief description of
gach follows:

Qotion ] - Clearinghouse Resides at the ACF Data Center
Under this option, the application software for data capture and editing, and the
database would all reside in the ACF Data Center.

Pros: _
4 This scenario is totally consistent with the current operational environment,
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similar to FPLS and tax-offset.

Although the current system may need 1o be upgraded to provide more
processing power and storage capacity, the basic infrastructure would remain
unchanged,

"~ ACF maintains total management control over operations,

. The ACF Data Center would carry some redundant data which already resides

in the SSA databases.

It may not efficiently take advantage of 8SA’s telecommunications utilities,

currently connected to all States, which will likely be expanded to interface

with the Health Care Clearinghouse and nationwide employers in the future,

Qption 2 - Clearinghouse Resides st SSA Data Center

SSA could be requested to expand its current database to accommodate a few specific
IV-D data elements.  SSA computers and its network would be responsible for all
application systems and communication support.

Pros:
¢

SSA already maintains master records for all individuals in this country. This
approach would eliminate the data redundancy concers.

In the future, SSA's database will have current address information for most of
the wage eamers 10 allow them to forward a Personal Eamings and Benefit
Estimate Statement.

SSA, IRS and Department of Labor are involved with the Simplified Tax and
Wage Reporting System (STAWRS). When the project is implemented, SSA
will have a network connecting all employers in the nation.

To ensure that every individual is provided with health insurance coverage
under the Health Care Reform proposal, it is very likely that direct
communication channels will be established between the Health Care
Clearinghouse and 55A 1o cross-match their individually maintained databases.
This potential setup would azizm.States to obtain the most current employment
data.
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Since SSA’s database maintains a great deal more information than is needed
for the CSE Program, the size of the record and the large database volume
may create barriers to efficient and flexible processing.

A large setup often lacks the flexibility to make system changes to
accommodate new program requirements,

ACF will no longer maintain total control over dalsbase operations. In
situations where multiple projects are competing for the same system
resources, child support processing may not receive priority consideration,

Option 3 - Clearinghouse Resides in Regional Closters

Studies have shown that most non-custodial parents in interstate cases reside in
neighboring States. Therefore, it is reasonable to consider establishing Clearinghouse
operations in regional clusters. Each location, or cluster, would maintain 3 regional
database.

Pros:
7

Most of the non-custodial parents could be located efficiently and expeditiously
since the regional cluster’s database would be much smaller than a national
one and thus would not require fong computer processing ime to complete the
search procedures,

To locate the non-custodial parents residing in other regions, interfaces with
databases maintained by other clusters would still be required. This might

- result in either establishing a de facto national database or requiring

complicated procedures to interface with other clusters.

D. _Telecommunications Hub

To suppont Clearinghouse operations, a large scale communications hub {or network), must
be established. This network would have to handle the transmission of: employment data,
including new-hire information, from other entities to the Clearinghouse; identifying
information on putative/non-custodial parents; and information sent to and received from
locate sources, In addition, the network would have to be able to process and direct EDI
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transactions between States, the Clearinghouse, and External Organizations involved in the
processing of interstate cases. This would enable connectivity to and from the Clearinghouse
and the information contained in its three registries: Nationa! Locate Registry, National
Fmployment Registry, and the National Child Support Registry. The design of this
network must include the following salient characteristics:

5 support of standard EDI wansactions o allow interoperability between State systems
and with external sources, and permit the Clearinghouse to receive and respond to
information referrals or inquiries;

= sufficient ¢apacity to carry information on new-hires, interstate activity, new/revised
locate information, new/revised State information on non-custodial parents, and other
requirements;

E interfaces with the network, as well as the network ilself, would be designed basad
upon Federal Information Processing Standards (FIPS) to allow for interoperability
and scalability;

L] gateways would be available for direct network connection to other commercial
networks and to allow external organizations “dial up” capability into the network
using modems; and

¥ high level security, reliability, and availability would be accommodated by providing
data encryption between all connections, use of alternate routing, and increasing fault-
tolerance by incorporating points of redundancy in the design.

Child Support Enforcement Network (CSENet)

ACF has just installed CSENet which links all State IV-D agencies supporting
standard transactions in processing interstate child support cases for locate,
astablishment, collection and enforcement functions. CSENet uses the FTS2000 X.25
Packet Switched Services (P5S). States are provided with CSENet workstations that
have a dial-up port 1o access the PSS at & rate of 4800 {up to 9,600} bits per second
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(bps). The CSENet host computer, which serves as the conduit for moving
) transactions between States, is connected to PSS by a dedicated 56,000 bps line at the
service delivery point,

Current Limitatlons of CSENet

Although the CSENet design concept could be expanded to provide an end-to-end
information network linking all State systems, and all other cntiﬁc; involved in
interstate case processing, there are problems in using CSENet o provide the
telecommunications and network services required for the Clearinghouse.

CSENet c:iirentiy lacks the performance capability to transmit large volumes of data
such as the employment and new-hire data required to establish and maintain the
National Employment Registry.

Furthermore, the CSENet host computer and those used in States, are workstations
designed to provide a communication capability only between each statewide sysiem
and the CSENet host, The workstation at the hub host site does nol have the capacity
or speed which would be needed to accommodate the functions presented in this paper
for the Clearinghouse,

Finally, the CSENet contract prohibits a large-scale technology upgrade which would
be neaded to provide the computer resources and software support pecessary to
manage the Clearinghouse functions.

Thare are four options available for providing the network capability to operate the
infastructure presented in this paper. These are: (1) supplement the current CSENet with
ancther network connecting entities beyond the corrent CSENet; (2) establish a new
decicated network replacing CSENet; (3) integrate with the S5A network; and (4) integrate
with the new Health Care Reform network. ~
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Option] - Supplement CSENet Using Existing ACF Networking Capability

As stated above, CSENet is currently capable of linking all State IV-D agencies, and

accepting and directing EDI transactions for the processing of interstate cases. A new,

seoond network which would obtain employment and new-hire data, and interface with
external organizations for locate purposes, and connecting external entities including SESAs,
the Health Care Clearinghouse, IRS, SSA, Credit Bureaus, employers and post offices, could
be: developed by an integrator.

Pros:

¢ CSENet hardware and concept is already in place, and could be used in small and

 medium size States. (CSENet workstations are capable of being linked; therefore,
this is a viable solution in small or medium-sized States where we could link
workstations.} This would allow ACF to protect its previous investment in existing
CSENet hardware. ‘

#  CSENet will be able to support basic interstate case processing functions cost
effectively. Developing an interim, secondary network for other interfaces would
allow us to piggy-back with other government or public networks (e.g., Health Care,
§SA}, should they become available. ‘

4, The basic design and knowledge for this network is already in place and ACF will
continue to have tolal control over the network,

Conss

4 Some increases in management and operations overhead could be expected with two
separate networks,

& If additional network services are dedicated to the CSE program, cost may be higher
than desired, ‘

Orfion 2 - Establish a New Network Replacing CSENet

A completely new network could be designed which would be very similar to CSENet. A
new procurement would be initiated 10 ?cquim alf network communications services
discussed in this paper, including FPLS and current CSENet network capabilities,

4 It could be designed to specifically serve the needs of the CSE Program.

¢ It would eliminate the overhead associated with having two separate networks.
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K b ACF would have total control over the network.

¢ ACF could protect its investment in CSENet by using the State workstations in small
andd medium States. In large States, a separate, larger-scale open system UNIX-type
server would be needed, These servers would use the same operating software now
used in CSENet workstations, which operate under UNIX,

Cons:

L All network expenses would be bome ‘entirely by the CSE Program,

¢ The costs and risks associated with procuring such a large and complex network (and
value-added services) would be high,

Option 3 - Integrate with the S5A Network

The Social Security Administration maintaing over 1400 local and district offices nationwide. -

All of the offices are interconnected with the main SSA complex in Woodlawn, Maryland

throuéh an IBM SNA-based data netwark. This system allows for the direct query and

update of SSA files from terminals and personal computers located within local and district

SHA offices. This system is also linked with the SSA 800# for voice communications. 38A

has begun to develop a video conferencing system which allows interviews to be conducted

in various areas of the country without requiring the individuals to travel. Many of the

systems and programs of SSA are compatible with OCSE systems in fact, the current ACF

data center 15 co-located in SSA's Woodlawn complex, SSA shares resources with ACF

new, €.§., S5A has atiowed ACF to be part of their large-scale network (DataMover)

contract with States, ‘

Pres: |

¢ A functional network linking the States exists.

4 Connections to additional sites would be relatively easy.

¢+ Due to usage sharing, costs would be low and readily established.

#  S5A has the technical expertise to operate and maintain the network.

¢ ACF has a history of partnership and cooperation with SSA.

Cons: ‘

L4 ACF would have little control over network functions since SSA business would take
priorily.

L Although SSA offices and 800# services are available for servicing clientele, they
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_ may be stretched to capacity.
¢ There may be "political” opposition to having SSA assume functions closely related to
non-SSA business. On the other hand, Senator Moynihan (D-NY) may support

sharing resources among two of his favorite programs.

Cption 4 - Integrate with the Health Care Reform Network

As part of Health Care Reform (HCR), a series of networks will be established to capture

and transmit health care data, including enrollment, medical service encounter, and cost.

These networks will connect each of the various health care plans, alliances, States, and

F]ederal agencies with a number of clearinghouses and a central repository. The general data

réquirements for CSE are similar to those for Health Care Reform and the connections points

ave also similar, generally being States and employers. Integration, at least as far as

transmitting on the same lines, is feasible.

Pros:

¢ Information requirements and connection points of HCR and CSE are similar;
information flows are also alike.

¢ Because the HCR infrastructure is still in the design phase, it could be constructed to
additionally support CSE requirements.

¢ CSE information security would be assured since ACF would be using the best
privacy and security measurements as those designed to protect Health Care data.

¢ Costs would be lower because HCR and CSE would share in establishing and
operating the network.

Cons:
¢ The new initiative under one network would create a very risky and uncertain project.
¢ HCR may not want to share its network or employer information which CSE would

glean from enrollment data.
¢ ACF would not have complete control over the network.

In addition to the above options, ACF should closely observe the development of the new
National Infrastructure Initiative (NII), an administration initiative to develop an electronic
data highway providing access to computer and information services for the citizenry.
Should it become available, ACF could use the infrastructure to supplement CSENet.
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The achievermnent of dramatic improvements in the program, partim;iaz}y in the ares of
establishment and enforcement, requires testing and evaluation of techaologies which offer
leveraging capability. In this section, the paper proposes a number of technology strategies.

Research has shown that timing is critical in successful patemity esiablishment, and that ties
between the mother and father are usua}iy closest at the binth of a child. In out-of-wedlock
bisths, research has further shown that the relationship between the unwed mother and father
ofien diminishes rapidly afler the birth, Two states, Washington and Virginia, have
demonstrated the cost effectiveness of establishing paternity at the birth of a child,

IT could be further used to improve the current research findings by providing State IV-D
sgencies with opportunities to begin work on patemity establishment prior to the binth of 2
child. " Interfaces could be established to access the medical claims data from Medicaid,
WIC, and other programs which provide family planning services, to identify women who
an» receiving prenatal care,  The advance information about expectant mothers could provide
the following benefits:

» IV-D agencies could begin, at the earliest possible time, work to complete the
establishment of paternity at the birth of a child.

L If appropriate, IV-D agencies could contact the expectant mother to inform her
of the importance in establishing patemity to protect the future welfare of the
unborn child,

L If acceptable to the medical community, the IV-D agencies could advise the
medical provider to inform the mother about the availability of state IV-D
services.

Using video eanfezencmg msif:ad of face-tc»fm contact for court or acimzstranve hearings,
especially for interstate cases, has the potential to alleviate the travel and scheduling
difficulties, and improve the timeliness of hearings.
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Video conferencing equipment and communication costs have been reduced significantly and

stxadily over the past several years. According to industry analysts, they should continue fo

docrease. The cost impact will be further minimized if the same video setup is used to
_.support multiple programs, ¢,g., Child Support, Social Security and Veterans Affairs

" " bensfits. There is a growing presence of video in the courtroom today, According to The

)S’gzhimm, *...more than 50 courls scattered around the pation are using video

hookups to arraign defendants, set bond or handle other criminal justice proceedings.”
Although there are some doubters, the use of video in the courtroom is helping to cut the
bottom line in the money-starved justice system. Pilot initiatives for some programs have
already begun in State and Feders! agencies; arrangements to expand their use are possible.
We believe that expanding this "accepted® technology for use in CSE is a worthwhile
pursitit,

urderstanding the complexity of laws and rules, There is potential for developing expert
systerns to assist States in this determipation. For example, an expert sysiem coulri be uzed
to determine and/or provide information on:
» jurisdiction over 3 case, especially concerning use of long arm statutes against
a non-resident or a military obligor;
B applicable state Yaws for the case, and the choice between either the one or
two-state avenue in seeking an order;
- appropriate procedures for procuring reimbursement for past expenses for
children, obtaining medical support, and modifying support awards; and
= models for review and modification, and for award guidelines.

D. Use U.S. Postal Seryice (USPS) as the Process Serve
ACF could work with the Department of Justice and State and local law enforcement
representatives to study the feasibility of using the U1.S. Postal Service as the process server,
This process would work as follows:
L States would forward service notices to USPS electronically via fax or
electronic data interchange (EDI) technology; and
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- In addition to normal mail delivery hours, USPS would make special deliveries
' during weekday evenings and weekends, similar to the level of service
currently provided for Express Mail.
Such a process is potentially feasible and justifiable because;

= USPS has about 30,000 offices nationwide, enabling them to serve every
location in the United States;

» USPS, operating as a qué,si non-governmental entity, is seeking increased

| revenues from multiple sources and is willing to offer more services. For
example, in the past year the Post Office has signed agreements with some
Federal agencies to offer EDI message authentication and value added network
services; and

" Since many of the notices could be delivered with other mail, this altemative
could be very cost-effective.

E. Establish Nationwide Evidentiary Documents Authentication Agent:
To simplify the procedures and improve the imeliness of admitting evidence to a tribunal,
especially in interstate cases where the documentation authentication requirements differ,
ACF could institute a program for authenticating documents. The salient characteristics of
the: program would include:
L Establishment of a national, elected board who would develop the
qualifications and certification requirements for individuals who would be
Heensed as 3 Document Authenticating Agent (DAAY;
» DAA would have authority of authenticating a paper or electronic document to
be admitted to a tribunal;
s Paper documents could be stamped with seals by the DAA and mailed directly
to the tribunal;
L Electronic documents, in text, image or video format, would be "signed™ by a
DAA using the digital signature cryptographic technique as proposed by the
National Institute of Standards and Technology (NIST);
[ The Tribusal would use the same cryplographic technigue 1o verify that the
electronic document received is indeed signed by the DAA; and
2 All courts would admit evidence authenticated by the DAA.
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Recognizing that this is a significant proposal, it would be necessary to work with the

Lepartment of Justice to joindy develop legislation if it is pursued. However, the

technological capability currently exists to support such 2 proposal.

To ensure that the State w?uch needs 0 m}fam or modify an order can obtain the original
ouder expeditiously and be able to comprehend the terms of the order enequivocally, ACF
could develop application software which would allow Court or Administrative Law Judges
oifices’ o record support obligations electronically, including all the following uniform terms
recommended by the ULS. Commission on Interstate Child Support and conforming with pre-
syrecified standards:

the daxé that support payments are (o commence;

the circumstance upon which support payments are to terminate;

the amount of current child support expressed as a sum certain, arrearage
expressed as a sum certain as of a certain date, and any payback schedule for
the arrearage;

whether the support whgazmn is in a lump sum (not allocated) or on a per
child basis;

if the obligation is a Jump sum, the event causing a change in the support
obligation and the amount of any change;

other expenses, such as ‘those for child care and health care;

names of parents;

Social Security numbers of the parents;

mames of all children covered by the order;

dates of birth and S5Ns of children covered by the order;

court identification (FIPS code, name and address) of the court issuing the
order;

method of payment;

health care support information; and

party 1o contact when additional information is obtained.

The electronic order would also contain the obligor’s aggregated financial/non-financial data
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oa which the amount of award was based, including:
®  otal annual income;
. total liquid assets; and
» total value of other financial resources.

The same NIST proposed digital signature cryptographic technique as described above will
be deployed to ensure the authenticity and security of the orders. A standard EDI transaction
would be established 1o allow the order be transmitted to any requestor electronically, The
electronic orders could be maintained at the State level or nationally in the Child Support
{learinghouse.

If it was maintained nationally, whenever new financial resource information was obtained
through interfaces with extemal organizations such as IRS or credit bureaus, the system
could automatically compare the new information against what was recorded in the original
electronic order and alert the IV-D agency to review and adjust an existing order if
substantial increase in the obligor’s financial capability was noted.

gating child support have all reported that one of the major problems in improving the

program is the lack of staff and resources, We suggest that ACF take advantage of mult-

niedia technology to develop computer-based training programs especially oriented to the

training of newly hired case workers, Subject matter would include: ‘
" Policy and procedural requirements for all major elements of the program;
. Investigative interview techniques; '

» Operational instructions and procedures for available automated systems,
including safeguarding the privacy and security of information residing in the
automated systems; ‘

B Methods to use when dealing with different states for interstate establishment,
tollection and enforcement; and

. Techniques which may be used to relieve case workers' pressure and improve
the quality of “work life."
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H. ¥alue-Added Clearinphouse Network Services

Cnce the Clearinghouse and network become operational, they ¢an be used to deliver

&iminisira,ﬁve messages, legal documents and notices o expedite the processing of interstate

support cases. To ensure that documents are delivered in a format consistent with the forum

Sute’s requirements, the Clearinghouse would maintain complete references concerning

Asplicable State and local laws, regulations and administrative procedures associated with

esablishment, collection and enforcement. These electronic documents could be, as

discussed above, service notices for parentage or support actions to the USPS, and
authenticated electronic evidentiary documents 1o the tribunals, They may also be expanded

W include:

n National subpoenas to information sources, e.g., financial institutions, health
insurance companies or employers, to chtain the most current evidences;
Original court orfders to a court or & collection enforcement agency;

Wage withholding notice orders to employers; and
Administrative elecironic messages between parties involved in case
processing.

1. Provide States On-ine Access 10 SSA and IRS Databases to Obtain/Verify SSNs
ACF could negotiate with boih SSA and IRS to allow State IV-D agencies to have a direct,
on-line access to their databases to validate an SSN, or to permit a name search to obtain an
urknown SSN. To ensure that proper security measurements are in place, ACF would need
to develop guidelines concerning:

= Physical security requirements for the area where the terminals are Iocated;

n Internal controls 1o assure that the application can only be used by autherized

State IV-D personnel for only the CSE Program; and

L Audit trail reqnircmants,'
T permit the States to obtain and verify SSNs directly would enable them to begin locate
activities using their internal respurces at the earliest possible time. Not only would this
iniprove the timeliness of case processing, it would also save both State and Federal
resources by eliminating the current steps for preparing and sending the request to the FPLS
for missing SSNs.
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A. Functional Sununary

I this paper, the vision and concept of a nationwide Child Support Enforcement (CSE)}
information infrastructure was introduced. The infrastructure consisted of four major entities:
State systems, a CSE Information Clearinghouse, externa! organizations, and a
communications hub, or enterprise network, t¢ connect the entities for improved locate,
establishment, enforcement and collections activities, The greatest improvement as a result
of the infrastructure, will be to interstate case processing. The technologies targeted to
irmprove program functional areas are identified below.

1. LOCATE:

Establish the Clearinghouse to include:

n The National Employment Registry;
" The National Locate Registry; and

= The National Child Support Registry.

Integrate the FPLS and CSENet with the Clearinghouse and improve locate through:
- Development of automated procedures for proactive locate;
n Acquiring extract data from SESAs for the Employment Registry;
n Accessing electronic Credit Bureau data at a national level;
- Accessing National Law Enforcement Network and Nationa!
Criminal Information Center data, and
» Accessing new-hire information,

2. ESTABLISHMENT

L Develop expert sysiems to analyze laws, rules and procedural requirements for
establishment and enforcement; &

x Develop expert system models for review and adjustment and for establishing
orders using guideline formulas;, ©
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L Use of video-conferencing in liev of court appearances or administrative
¢ , hearings; &
m Interface with Medicaid and WIC for information on women obtaining prenatal
Ce e e care to initiate paternity establishment prior to birth; &
T . Establish 2 document authenticating agent program to allow a certified agent to
authenticate evidentiary documents for admission to tribunals; &
Use a digital signature approach to issue support orders electronically; ¥ and
" Issue electronic orders/notices for wage withholding, &

» Establish an Employment Registry to improve States” wage withholding
capability; and

[ Contract with the UL S, Postal Service as the service agent fo deliver service or
subpena notices. &

. .

n Provide for a single, technology-enabled centralized collection system at the
State tevel: and
® . Fully implement Electronic Funds Transfer technology.

3. JRAINING
= Develop computer-based, multi-media training programs.

The & symbol indicates that there is & need to test and evaluate the application on a
denonstration basis. The Child Support Program has not used research funds (o test
information technologies, other than EFT, since interstate demonstration grant authority
expired in 1987, We propose that a research capability and research funds be earmarked for
information. technology testing.



B. Other Considerations Raised In This Paper

1.

The need to use SSN as 2 national identifier.

The need to change the working definition of centralized collections.

2.

3. The need to negotiate with the Department of Labor and SESAs for extract of
employment data, '

4, The need to negotiate with SSA and IRS to allow State on-line access to obtain
and/or verify SSNs.

5. The need for CSE Information Technology Research and Demonstration
Capability.

6. The need to negotiate & national contract with the three major credit bureaus .

7. To the extent that EDI transactions are directed to multiple government
agencies, we will need to work with the American National Standards Institute
{ANSD) to establish an CSE X-12 Electronic Data Interchange standard. This
standard must be published in the Federal Register. {Current CSENet EDI

: standards are not X-12 compatible but may need w be.)
C. Next Steps

While we realize that the proposed technology alternatives presented in this paper are
feasible, it is important not 0 overlook the time necessary fo implement some of thesa
proposals. Technology changes, especially ones that impact an organization’s operation,

arer’t fast and easy, They will take time to plan, develop, and implement. Of no small

consequence is the degree of interface necessary with other entities. The coordination, and

possibly legislation necessary to impiemént these will also take time.
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To finalize the Clearinghouse system design concept and data collection methodologies, we
believe that further explorations and/or studies are required in the following critical areas:

We believe that the most complete and up-to-date employment information
source will be national health insurance enroliment data. Consultation with
higher authority is needed to determine the availability of the data for welfare
reform purposes in the future;

The Health Care Agency will most likely have a high performance network to
transmit and receive the health care data. Any new or expanded network
efforts for the CSE Program needs to be closely coordinated, or perhaps be
part of the legislation on Health Care Reform efforts;

ACF needs to issue a contract o an objective and not-for-profit organization 1o
conduct a detailed study, in close coordination with SSA, to determine the
most cost-effective and efficient system environment to support Clearinghouse

operations;

ACF and the Department of Labor need o discuss and examine the best short-
term solution for the Clearinghouse to obtain the SESA employment data to
establish the National Eﬁmplaymmt Registry, and the most appropriate long-
term alternative to accass the information, if the Health Care registry is not
available. These areas may also need legislative action;

ACF needs to discuss with the U.S, Postal Service its long-range plan t0
develop 2 value-added network to provide nationwide EDI service support;

ACF needs to negotiate with the Department of Justice concerning access to
the National Law Enforcement Telecommunications Network, and the National
Criminal Information Center. This could also require legislative action; and
ACF needs to organize focus groups, on a regular basis, to identify other
potential innovative technology not addressed in this paper.
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EXECUTIVE SUMMARY

{Te be completed when papexr completed}



CHILD SUPPORT ASBURANCE

1. BACKGROUND

Statistics available indicate a consistent inability, over the past
decade and a half, of the child support system te insure & reliable
and adequate income source for a great number of ocuxr nation‘s
children living in potentially eligible families. The numbers are
well known and often cited: only 58 percent of families potentially
eligible have a legally enforceable award, 50 percent of those
families with an award receive the full amount due and 25 percent
réceiva nothing. Poverty among children in single parent
hsuseholds is unacceptably high -- upwards of 50 percent of these
children are poor.

It has long been recognized that c¢hild support enforcement, even
nﬁéex optimal scenarios, cannot reduce current poverty and welfare
dapendency rates by a substantial amount. Yet reform efforts over
the past twenty years have focused primarily on the enforcement
side of c¢hild support, that iIs, ensuring that the noncustodial
parent is held accountable for support ordered. There can be
little argument that these efforts have resulted in child support
iscome for many custodial families. Hidden in the averages and
pircentages used to assess the effectiveness of the child support
system, which indicate little improvement over the past decade and
a half, is a dramatic increase in the size of the demographically
eligible population, from just less than 8 million families in 1979
to over 12 million in 19%91. Also obscured is the fact that the
composition of the population has shifted over time to harder to
serve families with considerably more never married female heads of
households relative to other groups.

Given the combination of a child support system which has been
largely ineffective in keeping up with changing demographies, the
inability of inter-family transfers to insure sufficient income to
many custodial £families and a welfare system that has little
support, proposals have come forward to provide a publicly funded
child support payment,



Under these proposals, the government would provide an assured
payment if c¢hild support from the noncustodial parent was not
forthcoming or fell short of a minimum guaraniged amount,
Depending on design, such a system could insulate middle income and
wealthier families against risk of irregular or late payment while
targeting help to low income families by providing a supplement
when the noncustodial parent earns too little to meet a minimunm

payment.

In this paper we will explore the design and administration of such
a system, including issues of: eligibility, benefit structure,
interactive effects, financing and implementation. RBach of these
issues have been exploxed in greater detail in separate papers,

The Emergence

caxrfinkel was one of the first to propose an overhaul of the
current private c¢hild support system which included the recognition
that private support alone would not substantially increase the
esonomic well-being of eligible families. Garfinkel {1982}
proposed a publicly funded child support benefit as part of a total
razform of the private c¢hild support system, The total reform
package, Child Support Assurance System, included the use of
valform guidelines to set award levels, universal wage withholding
£2 collect current and past due support and a guaranteed minimum
benefit. While the first two parts of the proposal moved forward
ia Wisconsin and eventually made their way into federal law, the
gaaranteed minimum benefit was never implemented in Wisconsin.

Haore recently, Eliwood {1988} has included a guarantzed minimum
benefit in his welfare reform proposals. His proposal, Child
Sapport Enforcement and Insurance has two major compenents:
eaforcement and insurance. The first component would be based on
A new system to establish paternity in all cases of ocut of wedlogk
birth and to dramatically change enforcement of child support
osligations so that all noncustodial parents pay a fair amount of
gapport for their children. Under the insurance segment, a minimum
insured child support payment would be provided, so that single
phrents could count on some support even when the noncustoedial
parent 1s unable to pay.



Several bills and proposals have also come from (ongress calling
for demonstration projects or national implementation of child
support assurance. Former Congressman Downey and Congressman Hyde
proposed a national child support enforcement and assurance program
which dncluded the minimum benefit (19%2). Senators’ Dodd,
Rockefeller and Bradley have included demonstration projects for a
gaaranteed minimum child support benefit in proposed legislation.
The Natlienal Commission on Children, the Commission on Interstate
Child Support Enforcement and the American Bar Association have
eadorsed pilot testing of the child support assurance concept.
Miny advocacy groups, including the Children‘s Defense Fund, have
eaxdorsed a national program.,

New York is the only state to implement a variation of the child
support assurance medel. The New York Child Assistance Program
{UAP), currently in operation, is a variation of a child support
assurance program. It is limited to AFDC recipients, reguires an
award and provides a guaranteed benefit to those who gualify. The
guaranteed benefit when combined with work will make a family
eﬁanomically better off than if they relied sclely on AFDC for
income support. Some portion of the guarantee remains in effect
until the families' income reaches 150% of poverty. Relevant
anpects of the New York program are discussad throughout this
paper.

Cf all the features of a reformed child support system probably the
moest controversial is the publicly financed guaranteed beneflit.
While most would agree that increasing enforcement efforts to
secure adequate support from noncustodial parents is a proper role
for Federal and state government, the creation of a new publicly
financed income transfer program is met with more resistance. A
review of the written comments to the Downey/Hyde proposal (1992}
irdicate that central to this resistance are the issues of cost,
child suppert cogperation and compliance disincentives that may be
crgated by a such a new public income transfer. 1In orxder to be a
politically acceptable welfare alternative, a public benefit should
nct be too costly, should increase the custodial garents“inaentive
te work and should provide positive incentives for both the
custodial and noncustodial parents to cooperate/comply with the
child support enforcement system. In addition, such an income
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transfer should not produce undesirable behavioral incentives such
as adversely impacting on labor supply, or encouraging out of
vedlock births or family disselution.

1Y, r DESIGR

vhile child support enforcement and assurance proposals have
received considerable public support, benefit design issues remain
controversial. BEligibility c¢riteris and payment amount c¢an be
structured in an unlimited number ©f ways to meet both budget
regquirements and program goals, However, such decisions must be
reached carefully if the program is to provide meaningful support
tor a significant number of single parent families and insure that
s. positive behavior response i{s elicited.

2. Eligibility Issues

Eligibility focuses on whether the beneflit would be available to
2ll custodial families regardliess ¢of award, income and/or marital
status or whether access to the henefit should be restricted to
some subgroup. We explore the following eligibility options in
this paper:

Requiring an award

Regquliring cooperation

Requiring a means or income test
Restricting eligibility to single parents
Requiring noncustodial parent participation

£ b ek B b
R L

while each of these criteria are discussed separately below, they
need not be viewed as mutually exclusive. For example, eligibility
could be based on the exristence of a child support award in
conjdunction with a reguirement for ongoing ¢ocperation to assist in
the State’s enforcement efforts. Alternately, such a strateyy
could be linked with a requirement that the noncustodial parent
demonstrate some propensity toward compliance with the teyms of the
order such as payment of a nominal amount of support or
participation in employment activities.

i. Award Status




“he arguments for restricting eligibility to those fanilies with a
child support award ianclude: cost, system ‘integrity’,
administrative ease and creation of a positive incentive to get
awards. The arguments against such a restriction include: possible
exclusion of many needy children who through no fault of their own
¢o noet have an award and creation of a new class of ‘unworthy
poer. !

Rrestricting access t¢ the child support assurance system to those
with awards would certainly reduce the costs of the program.
First, many families who might otherwise be eligible would be
excluded from participating. In 1989 there were 9.96 million women
with at least one child under 21 potentially eligible for private
child support. oOf these 5.75 million oxr §7.7 percent had a child
gupport award {of those, 4.3%5 million were supposed to receive
support}. Thus, 4.2 million families without an award would not be
eligible to participate in a child support assurance progranm,

Further, restricting the benefit to those with &an award may
disproportionally impact on poor families. Of the 3.21 millien
poor families potentially eligible for support only 1.329 million or

43.3 percent had an award. For the 6.75 million nonpoor
potentially eligible families, 2.3% million families did not have
a3 award, Thus, 1f we assume no behavioral response, stuch a

rastriction on eliygibility would severely limit poor families
a&a&ag to the benefit; the award reguirement excludes 57 percent of
poor families versus 35 percent of nonpoor families. In addition,
restricting the benefit would disproportionately effect people of
color who are much less likely to have an award. :

The key to this structure, however, is the anticipated behavioral
rusponse -~ that is, custodial parents will be more likely to fully
a&aperate in establishing paternity and pursuing support from the
nonecustodial parent and possibly to increase enmployment efforts if
the existence of an award were a condition of eligibility.
Similarly, depending on funding structure, this eligibility
eriteria could effect the level of effort and resources States are
willing to provide in pursuing support orders guickly.

Ir. addition, costs would be reduced because reguiring an award for
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eligibility ensures that the government may recover at least some
portion of the public bhenefit from ccollections due from the
foncustodisl parent. Without an award, the noncustodial parent is
not legally obligated to pay support and the government can not
recoup the benefit, Payment recipiency rates vary little by
rarital status - ranging from a low of 72 percent for remarried
women €0 a high of B0 percent for separated. FEven for poor women,
66 to 74 percent of those with an award and due payment receive
something. Thus, the government could expect to recoup at least
some of its financial ocutlay for the vast majority of families who
might participate in a restricted-access child support assurance
program.

System integrity is central to many arguments for restricting
azcess to the assured benefit to those with an award. System
integrity is synonymous with fostering parental responsibility and
is one aspect that differentiates child support assurance from
welfare., This may be important in garnering public support for a
new income transfey program. A system which reguires an award
would support the theme that one parent should not be reguired to
do the work of two while at the same time recognizing that for many
families, two parents living apart cannot provide adeguate income
support. For the custodial parent, parental responsibility begins
with the identification of the ¢hild’'s father and cooperation in
securing paternity, an award and payment. For the noncustedial
perent this means, at a minimum, cooperating with the system and
complying with court ordered support payments. In addition, for
tte noncustodial parent this may mean participating in employment
training or public service jobs in order to meet his/her
otligations,

Having a system with ’integrity' is not without costs. First, many
custodial families may be excluded from participation through neo
fault of their own. If the enforcement system, because of its
fragmentation, scarce resouyrces and general inability to act, is
unable to locate the noncustodial parent or is otherwise unable to
secure an order, the children will suffer despite the fuoll
cosperation of their custodial parent. While we do not have a
sease of the true impact of “full cooperation,’ we do know that of
thz 2.4 million non~AFDC families without an award, 17 percent
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veport having sought the assistance of the IV.D agency in securing
support. Of the mandatory IV-D participants, AFDC and Medicaid
recipient families who by definition must cooperate with the child
support enforcement agency, 65 percent do not have awards,

rdministrative ease 1is another strong argument f£for requiring a
¢hild support award for eligibility. As Mary Jo Bane pointed out
in her testimony on the New York CAP, the award regquirement
crovides an objective criteria which is simple to administer.
Anything less than the award requirement regquires that subjective
assessments be made by individual support staff and would allow
discretion on the part of child support staff resulting in
inequities between states, localities and even workers. in
addition, such a system would regquire a costly administrative
aystem of appeal.

A final argument for a system that reguires an award, and perhaps
the most compelling, 3is that it will create incentives for
custodial parents to cooperate fully in oxder to attain
eligibility. There iz some svidence from the New York CAP program,
which requires an award, that such a system does create positive
incentives to secure an award. In the first year of operation the
program resulted in a 10 percent increase in the number of awards.

' summary, there appears to be a good, cobjective case for limiting
eligibility to an assured benefit to those with an award. This
includes cost conptainment, maintaining the system’s ’integrity’,
administrative ease and appropriate incentives. The restriction
sinds the message that this is not welfare by another name but an
income transfer program for people who are ’playing by the rules’
and thus should not be subjected to stigma and disincentives of the
current welfare system.

The main-case against such restricted access is that it may exclude
many potentially eligible children through no fault of thelr own;
many who play by the rules could lose the game through system
failure. This exclusion impacts disproportionately more‘poar than
nonpoor children and more people of color. Thus restricted access
also poses the risk of creating a new class of 'unworthy' poor who
could be singled out for a more punitive and less generous income
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support program.

#, Upfront Cooperation

Few would advocate that an assured child support benefit should be
made unconditionally available since there wounld be no incentive
for the custodial parent to cooperate under such a system.
fowever, there is at least one argument for extending access to
those who cooperate but faill to secure an award -~ those who play
Ey the rules and fail because of the system’s inability ¢o respond
in timely and appropriate ways should not be penalized.

Cf the 4.2 million families without an award, 2 million have had at
least some contact with the child support enforcement system and a
high portion of those families are living in poverty. There are
just too many stories, either real or imagined, of women who have
provided detailed and current information on the location of the
noncustodial father only to have the child support enforcement
system fail to act in timely fashion.

Extending eligibility also reinforces the positive incentives of a
child support assurance program. Providing access to those who
cooperate reinforces the incentives for the gustodial parent to
provide the information needed for the enforcement agency to secure
aay award.
H

However, there are many reasons for not providing a ‘blanket’
estension of eligibility to those who cooperate but do not have an
avard. These inglude: benefit cost, administrative burden and
costs, and applicant ‘gaming’ of the systen. ¥t is true that
extending aceess to those without an award will increase benefit
costs -- without an award the govermment cannot recoup the benefit
ontlay. Using a crude measure of cooperation it can be estimated
that an additional 2 million families would be elligible for the
assured benefit; that is, 2 million families with no immediate
potential for benefit recoupment.

i
Applicant gaming of the program, agsain whether real or imagined,
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needs to be carefully considered in formulating eligibility
eriteria. Lerman {1988) believes that a more stringent eligibility
factor may be necessary because evidence has shown that custodial
parents are not especially cooperative with child support efforts.
The public may be amenable to a new program which reinforces
parental responsaibility but one that can be easily manipulated by
the applicant would be politically doomed. The criteria for
essessing cooperation must be as objective as possible, easy to
tnderstand and administer.

There are possibilities for designing eligibility criteria that try
to balance the concerns about gaming of the system with concerns
about holding parents responsible for events that are not within
their control. Senator Bradley's bill (8. 689 -~ a bill to improve
interstate enforcement of child support), which would provide for
child support assurance demonstration projects, requires a support
cyder to be in place as a condition of eligibility but includes a
cooperation provision which recognizes that system failure should
net be the reasen that families would be denied access to an
assured benefit. The bill provides a much stricter definition of
cooperation (the mother " must name the father and provide
information to verify the identity ¢f the person named s that
process can be served) and further provides that if the enforcement
Sgency fails to secure an award within 12 months of the custodial
parent providing such information, then the family becomes eligibie
to participate in the assured benefit plan. In essence this shifts
the burden to perform from the custodial parent to the state
enforeement agency.

Regardless of whether eligibility for the assured benefit is by
award, ceoperation of the custodial parent or some mix of the two
as envisioned under the Bradley bill, & '“good cause’ exemption
policy will be needed for cases where there is demonstrated abuse
or other form of domestic viclence and where securing child support
would endanger the parent and/or child({ren}. As under the current
AFDC rules, good cause exemptions may also be necessary for ¢ases
where the child was conceived as a result of rape or incest.



b. Cooperation in Ongoing Enforcement

¥hile the idea of extending eligibility to those who cooperate in
securing awards may not be considered ideal from an administrative
roint of wview, the notion of requiring cooperation does not
¢isappear after establishment of the initial award. It may in fact
ke necessary to mandate continuing cooperation in securing support.

Under this strategy, ‘the reguirement £for custodial parent
cooperation would not end ab eligibility. To improve the
likelihood of benefit recoupment, custodial parents would be
reguired to ceooperate in ongoeing enforcement activities, including
securing the noncustodial parents’ compliance by, for example,
providing information on his/her whereabouts or assets, and
groviding authorization to conduct 2 review and modification ¢of the
award.

Cne lesson learned from the New York CAP is that focusing efforts
on securing awards without attention to compliance does not result
in increased child support collections. Thus the issue of
cooperation is more ¢ompléx than simply extending eligibility to a
group without a child support award. If the noncustodial parent
stops paying, the gquestion arises asz to what the responsibility of
the custodial parent should be and how to tie fulfillment {(or
nonfulfillment) of that responsibility to continued eligibility for
the assured benefit,

3. Income Testing

Tae argument for restriecting access to the assured benefit by
iacome testing focuses on 'target efficiency’ -- providing benefits
t> only those in need and reducing benefit costs. The arguments
ayainst such a restriction center on recreating the welfare systen
w2 are trying to dismantle, administrative costs, disincentives to
work and marry, disincentives to the custodial parents to cooperate
and noncustodial parents to comply with child support enforcement,
and finally, the segregation of a subgroup for special, possibly
negative, attention.

Income testing, by definition, would result in less benefit costs
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and more of the benefit dollars going 10 the *truly’ needy. Income
testing would also yreduce to zero the c¢hance that any benefit would
g0 to the mother with the $100,000 income -~ the horror story that
whether real or imaginary would come up in discussions., In an non-
income tested child support assurange plan proposed by Senator
ﬁuckefeller, which required an award, 500 million public dollars
would go to women with annual incomes of $60,000 or more.

Findings in a paper by Meyer, Garfinkel, Oellerich and Robins
(1992) indicate that the proportion of public benefit dollars going
to families with incomes above 200% of the poverty line would be
about 10 percent in an non-income tested scenario and 3 percent in
an income tested scenario {the income test being family income
below the median income). The proportion of benefit distribution
going to those families with higher incomes declines as the system
poves from one which regquiregs an award to one that is
unceonditional. This is because many more poor families do not have
an award.

In addition to varying the amount of benefit in relation to child
support. paid, income testing would add the further complexity of
varying the benefit by the earned and other unearned income ©f the
custodial parent {or family). This would require yperiodic
reporting of income and verification of those reports. The costs
cf administering a new income tested program thus may outweigh the
gains in target efficiency but this is an empirical guestion which
rust be answered if this alternative is considered.

Income testing also reduces benefits as other sources of income
increase -- it is an additional tax on earnings and other income,
2 benefit that is reduced in response to earned income reduces work
effort. As the rewards for work are reduced so is the custodial
rarent’s propensity to secure employment.

ddditionally, a marriage penalty may be created if the definition
of income included a gspouse’s income. That is, there would be
some disincentive to marry -- potentially troublesome since
marriage is a route out of poverty for many single parent families,
f course not counting a new spouse’s income makes the assured
benefit a positive incentive to marry in some respects since it
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could be perceived by the marriage partner as reducing the burden
¢f supporting the custodial parent’s children.

Finally, income testing segments the custodial parent and his/her
family from the mainstream, segregating the poor. Such segregation
may result in stigmatizing a large number of children as well as
cemoralizing their custodial parents. 1In addition, segregating
this population could result in future negative attention due to
fiscal constraints.

In sum, income testing could provide for better targeting of
benefit dollars and reduced benefit costs. However, income testing
brings with it increased administrative burden and administrative
costs as well as disincentives to work and marry, and the potential
stigmatization of a large portion of our nation’s children.

4, Single Parents Only

Restricting access to the assured benefit to single parents would
reduce benefit costs and be relatively simple and inexpensive to
administer. Much of the rhetoric on child support has been focused
on the plight of single parent families -- they are the families
most in need of financial supports. Thus restricting access to the
assured benefit to single parent families would seem consistent.

Restricting access to single parents could result in targeting
besnefit dollars on the poor without the burden of income testing.
Custodial parents who (re)marry have access to the resources of
their spouse and require less in the way of public support.

In 1989 there were 9.96 million custodial families. Of these, 2.53
million or 25 perceht were currently married. Poverty rates for
married custodial parents and their children are much lower than
for single parent families, 7 percent for currently married
families vs. 41 percent of single parent families.

However, terminating the assured benefit with (re)marriage creates
a marriage penalty and could discourage marriage reéulting in
prolonged poverty for many children. The marriage penalty here is
a bit more severe than simpiy counting the new spouse’s income for
an income test because the new spouse could inherit the total
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responsibility for the support of his/her stepchildren regardless
of their income level. Of course, while the public support might
cease, the responsibility of the noncustodial parent would not
{unless the stepparent took steps to adopt the childreny.

Oae of the premises of a child support assurance guarantee is that
tae custodial parent should not be expected to bear the
responsibility of both parents. Yet discussions of eligibility
generally focus on expectations of the custodial parent with little
or no mention of the noncustodial parent (other than as the
recipient of a stronger enforcement strategy in the case of willful
noncompliance with an crder'for suppert). 8ince half the eguation
of the child support assurance guarantee is to provide support when
the noncustodial parent is unable, it may be reasonable to provide
at: least some limited demands on the noncustodial parent in those
cases.

There are several options for including the noncustodial parent at
least partially in the eligibility design.

Flrast, the parent rcould be required to pay at least a nominal
anount ©f c¢hild support, whether or not gainfully employed, or
perhaps in exceptional cases, to provide some type of in-kind
support. Alternately, or in conjunction with a nominal payment,
the parent ¢ould be required 4o enter the JOBS program or take a
public service position at minimum wage. The noncustodial parent
thus would work off at least a portion of the support provided.
Many people would conceivably find this approach to be a wvery
attractive one.

While such a strategy would promote parental responsibility and nmay
be: viewed as an catalyst to securing future support, it is not
without issue. If eligibility was conditioned upon participation
by the noncustodial parent and if a nopcustodial parent refused to
accept such conditions, either Dbecause of indifference or
cenfidence that the children will be protected by the AFDC safety
net, a large number of families the program is designed to target
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for support would unfairly be restricted from receiving the
benefit, In addition, the administrative burden associated with
inonth to month monitoring of the noncustodial parent as well as the
costs associated with the added job service may prove prohibitive.

Handatory work programs for father that are not tied directly to
21igibility for the mother are another possibility, although the
vost of administering and providing jobs in such programs causes
FOme concern. :

gnothar strategy is to condition the fathers’ eligibility in
rertain education and job training services to the mothers
eligibility and participation in child support assurance.

¥inal results of the Parents Fair share demonstration projects may
provide some insight as to how to best involve noncustodial parents
in the design structure.

ﬁaverthaleaa, providing for the active involvement of noncustedial
parents who are unable to provide a minimum gupport amount for
their children in the benefit design may serve to ultimately limit
the length of time public child support is negessary while also
sending the message that child support enforcement and assurance is
rot welfare by another name.

Summary

The primary argument for restricting the eligibility for the
assured benefit is benefit cost -- restrictions limit the number of
families who can participate, thus the number who receive benefits
and resulting benefit costs.

The primary arguments against limiting eligibility focus on the
fact that most limits increase administrative burden and costs and
create disincentives -~ disincentives teo cooperate and comply with
vhild support enforcement efforts, and disincentives to work and
marry/remarry. Restricting access to the assured benefit may bring
with it the rxisk ¢f recreating the welfare system that we are
seeking to replace. Child support assurance should not be ‘welfare
as w2 know it‘ by ansther name.
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The goal of the benefit in any child support assurance scheme,
regardless of how it is structured, is to provide a reliable income
stream to the custodial parent and reduce the incidence of poverty
tor c¢hildren living in custodial families. Additionally, an
sssured benefit may, depending on the gap between the public
benefit and the fathers ability te pay, result in some income
redistyibution.

Eenafit Structure

2 c¢hild support assured benefit c¢an take on any one {or a
combination) of three forms:

& minimum guarantee - an amount not tied to either the level
of the award ¢r the payment;

an insurance value - based on some specified perventage of the
award; and finally,

an incentive value - tied to the payment of private child

support.
ga date most proposals for an assured benefitr system have focused
on the first benefit structure, a minimum guarantee. In all such
proposals the guarantee is set at some absolute value, usually as
an increasing function of the number of children yet totally
"unrelated to the amount of the individual’s child support award ox
to the payment of the private support. Although the amounts vary
depending on the proposal, they generally fall in the range of
$1,000 - $3,000 for the first child, with a reduced amount for the
second and third c¢hild and a lower amount for any subseguent
ehildren. The minimum guarantee pays the most public dollars to
those who receive the least in private support. The benefit
reduction rate is usually set at 100 percent meaning that for each
‘dollar of private support paid the public benefit is reduced by one
dollar. Thus a guarantee combined with the 100% benefit reduction
rate does not provide for incentives for payment. In theory lower
henefit reduction rates, which might induce some positive payment
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hehavior, are possible.

in alternative approach to a public benefit would be t¢ guarantee
@ specific percentage of .the individual’s child support award.
This approach would increase benefits due to the number of children
implicitly because both income shares and percent of income
¢uidelines adjust award levels for the number of kids but would
&lso provide the highest benefit to those least in need. Under
this approach those with the highest awards would receive the
highest guarantee while poor custodial families with concomitantly
poor noncustodial parents would receive much lower benefits. Those
without awards would not be entitled to any benefit. 0f course,
both these situations could easily be remedied by establishing a
floor and ceiling for the guaranteed benefit. 8Such a straucture
could also create a perverse incentive for establigshing higher
awards than the noncustodial parents' ability to pay may indicate.
This could be eliminated by the strxict application of the child
support guidelines. As . with the guaranteed ninimum benefit
structure a benefit reduction rate would be imposed on any payments
¢f private child support and depending upon the rates employed
create incentives oy disincentives to pay.

A final approach to structuring a benefit would be to link the
amount of the public benefit directly to the payment of the private
support -- in the form incentive payments. Under this approach a
cugtodial family would receive an additional payment, say 25 cents,
for each dollar of private child support received. For those
without an award or those who received no support for a month there
would be no public payment. While such an appreach would create
incentives for both the custodial and noncustodial parents to
comply with child support enforcement it does not meet the goals of
a child support assurance system that seeks to provide a regular,
minimum level of support to custodial families,

A combination of approaches one and three {(minimum guarantee and
incentive payments) would provide for a regular, minimum level of
suppert even for those who receive no support as well as create
Qositive payment incentives. Such a structure could look very much
like an EITC with phase in and phase out rates combined with a low
minimum benefit.
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ILevel of Benafit

There is some disagreement, beyond the issue of cost, as to the
appropriate benefit level., Advocates of a high benefit (e.g.
tarfinkel, BElliwood} argue that an upper level is necessary to truly
provide meaningful support to the family and significantly impact
poverty. Critics argue howaver that a higher benefit may decrease
work effort and increase the incentive for custodial and
noncustodial parents to collude. They believe that the benefit
should be comparatively modest to insure ¢hild support assurance
remains distinct from welfare while providing a strong work
lncentive.

$itill others argue that the level of the assured benefit should not
exceed what the vast majority of custodial parents would receive if
support were paid in full on time, again so that it will not be
viewed as a government income transfer. Lerman and others believe
that the level should be det at a rate where a set percentage of
noncustadial parents’ support would not need subsidy. In 1989, the
nedian amount of child support received for a custodial family with
oneé ¢hild was $2000 while the seventy~fifth percentile was $2880.
This would imply that for 50 to 75 percent of the custodial
families due support for one child a minimum benefit in the range
of $2000 would be appropriate,

viithout specifying a recommended bepefit amount, it would appear
reasonable that the guarantee should be sufficient to provide that
along with even a minimum wage job or part-time employment at
slightly above minimum wage, most families in most states would be
hetter-off than on welfare and to provide increased economic
stability for non-welfare participants. Based upon a hypothetical
one parent family with two children the combination of half time
work at minimum wage plus the new EBITC, Food Stamps and a child

_support assurance benefit of $3000 would have a net disposable of

£11,064 or just below the 1892 poverty line of $11,189 for a family
of three. The results of the New York Child Assistance Program
(CAP)Y demonstration, although not strictly comparable to an assured
benefit, showed an increase of 25 percent between the treatment and
control group in both earnings and award rates with a CAP benefit
‘{n the $3000 range for one child.
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Finally, as provided in the next section, equally important as the
amount of the benefit are the interactive effects, or treatment of
such benefits in &&ﬁarmining eligibility for other forms of
assistance and for income taxr purposes.

The value of an assured benefit, as well as the costs and benefits
derived, cannot be determined by simply considering the eligibilivy
criteria and the gross amount of support provided, Bgually
important are the interactive effects, or treatment of such
kenefits in determining its net value. This section presents an
explanation o©f how c¢hild support is currently treated for
eligibility determination purposes and discusses the interaction of
an assured benefit with various types of public assistance,
including a time-limited welfare program, and the issue of tax
txeatment.

A child support assurance benefit provides a custodial parent who
meets eligibility reguirements with a specified amount of child
support when the non-custodial parent fails to pay ¢r is unable to
pay child support up to a guaranteed benefit. As suveh, it is the
transfer of a child support payment from the government to the
custodial parent and may be considered “public” child support,
while “private" c¢hild support involves the transfer of a child
support payment from the non-custodial parent to the custodial
parent.

Private Child Support

Child support may be viewed as income to the custodial parent.
Cbnsequently. decisions must be made on how the income should be
treated in making eligibility determinations for public benefits
which are income tested. Treatment can impact a recipient’s
cooperation in child support enforcement sfforts, a noncustodial
parent’s willingness to comply as well as administrative
complexity. For example, when a dollar received in child support
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raduces the total of other benefits by more than a dollar
coaparaéion with child support anthorities by the mother and father
may be diminished. Some thus view a passthough or discount of
¢alld support vis a vis benefit eligibility or entitlement as a
financial incentive to cooperation; however, there is little
evidence that existing incentives have much impact on compliance,

Carrently, private child support is treated in different ways by
thne masor means tested assistance programs {(a more detailed
e$planatian including examples is provided in Appendix A}:

Fuablic Child Support (Child Support Assurance)

The treatment of public child support, or the assured benefit, with
respect to eligibility for public benefits would likewise need to
bz determined. However, this is problematic, for as the above
chart shows, the treatment of private child support is not uniform
arross programs or necessarily uniform within programs. Depending
on the degree of State discretion, eligibility reguirements may
vary from State to State., Thus, the current treatment of private
child support presents no clear cutl precedent for how public child
support should be treated,

Az with private support, there is also a need to consider the
inventive effects of the treatment of public support. There is
little-empirical evidence to suggest that manipulation of a public
benefit alone can create substantial incentives to cooperate and
comply with child support enforcement. For example, the $50 pass
through used in AFDC has not been shown €0 have a strong
relationship with cooperaﬁiaﬁ and compliance, In~fact it could be
argued that the current system ¢reates negative incentives for both
parents, that is, incentives to subvert the collection and enforce-
ment system. The New York Child Assistance Program {(CAP) appears
to ke having some modest suceess in increasing the number of awards
secured, yet payment compliance has not improved,

ARDC
‘Payment of an assured benefit can be structured to affect or not
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effect AFDC eligibility and benefit amount, depending on program
¢oals and budgetary decisions. The assured benefit could be
treated as unearned income and similar to private support {with the
exception of the $50 disregard), fully offset the AFDC payment
level; be treated specially and only partially offset the AFDC
payment (the Downey-Hyde proposal would have provided a 50 percent
cffset); or, be disregarded in its entirety.

Fany supporters of child support enforcement and assurance helieve
that it should be fully deductible to make clear that it is an
alternative to welfare, not a supplement, designed to provide a
strong incentive to self-sufficiency. Unlike AFDPC, if a family
were to work, the assured child support guarantee would be of
considerable benefit because they could keep their child support
regardless of earnings. 8Since the AFDC benefit would be lowered,
this may in fact make 1t easier for families to leave welfare.
ﬁ;nder this theory, if the benefit were not deducted, families would
have no strong incentive to seek employment or to cooperate with
child support enforcement efforts since in effect they would simply
receive a larger welfare payment with the accompanying work and
child support cooperation disincventives.

In addition, replacing APDC with child support enforcement and
assurance would increase public acceptability since the emphasis on
government assistance would be shifted from the custodial parent’s
actions to that of the noncustodial parent and because costs would
be significantly lower than if treated as an AFDC supplement.
Bowever, if treated differently than private support, in terms of
the current $50 disregard, it may be difficult to administer.

Those in opposition to full deductibility of the payment for AFDC
eligibility purposes claim that it would add few new benefits to
families on welfare and, in turn, provide little incentive to
cooperate in the pursuit of private support {unless the assured
support benefit were higher than the AFDC benefit level). They
support either partial or complete disregard of the assured payment
for purposes of determining AFDC eligibility and payment amount.

Complete or partial disregard of the public assured benefit might
provide & maijor incentive for AFDC recipients to cooperate with the
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child support agency, though the current $50 disregard has not
groven to be much of an actual incentive and it would clearly
increase benefits for families on welfarse, especially those who
chose not to work {uniess States reduced AFDC grants). However, a
complete or partial passthrough would retain if not amplify the
current disincentive for work associated with the AFDC program and
result in significant cost increases to the Federal and State
governments,

How a given program treats unearned income will determine how a
minimum payment will affect eligibility. As provided in the
discussion of private support, current program zrules are
inconsistent and vague in many programs with interactive effects of
other program benefits and incentive effects difficult to measure.

For the great majoricty of programs, like Food Stamps, Housing
Assistance and Head Start, which are income«~tested but treat
private support as income, treatment of the public portion of a
child support assured benefit as income would have 1little net
effect. $ince the benefit guarantes would probably not be
significantly higher than required under an award for support, the
effects would be the same as if the parent were paying in full.

However, this effect cannot be considered in isclation. To the
extent that receipt of an assured benefit is a net increase in
income to & family currently reliant on multiple means-tested
benefits, the results can be less than a positive incentive to
cooperate. In a worst case scenario, receipt of a 53,000 assured
benefit can result in a loss of AFDC, Housing Assistance, Child
Care, Foond Stamps and potentially Medicaid. To illustrate the
dimension of potential for interactive effects, the following chart
provides an illustration of multiple program participation by
persons in January 1991: '
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. ?grcent of Individuals ¥Who Recelive:
nd Those Who '

Feceive: | Assisted
Food Stamps’ AFDC Medicaid Housing

Food Stamps 100 ) 90 65 51

2FOC 50 ’ 106 4% 35

¥edicaid 74 100 100 53

desisted

¥ousing 30 24 27 100

Total Persons :

{In Thousands) 18,143 10,018 20,481 10,505
$ource: Survey of Income and Program Participation (SIPP), Wave 4
cf the 18%0 Panel

%hile design of an assured child support benefit cannot be
structured to correct the current disincentives built into what has
keen viewed as an uncoordinated system of public support, it
¢learly reaffirms the case for welfare simplification and
coordination efforts. {However, a separate paper attempis to
address possibilities for c¢oordinated treatment an assured
 benefit).

Kere the guaranteed benefit to be disregarded in considering income
for purposes of multiple income tested programs, the effects would
ke substantial. Honcustodial parents would have little incentive
to comply in paying sapport, since noncompliance would allow
receipt of the child support assured payment and the other progran
ﬁenafit(s}. If the benefit level were high ernough, a universal
child support enforcement and assurance program could significantly
impact eligibility for other programs, if not counted as income.

While Medicaid is also means~tested, the treatment effect is not as
glear-cut as other means tested programs since AFDC eligibllity
also provides categoric eligibility for Medicaid. When a family
loses AFDC eligibility, they may alsc lose Medicaid {though recent
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expansions to Medicald eligibility requirements will insure that
all children living below the poverty line are covered regardless
of their eligibility for other programs).

Current rules provide 2 temporary Medicaid extension for a family
who loses AFDC due wheolly or partly to the increase receipt of
child support. This extension could be applied to the public
portion of the assured benefit to protect child support cooperation
and work Incentives at limited costs =smince the extension is
temporary. In addition, if aggressive efforts to pursue medical
coverage from the absent parent were included in the reformaticn of
the child support enforcement process, single-parent family
reliance on Medicaid should decline.

589 discussion of a child support assurance minimum guarantee have
begen coupled with a strategy of time-limited welfare. However, the
ﬁenefita of a vhild support guarantes in a time«limited environment
are compelling. Since an assured benefit would not be affected by
enployment, it would provide families added support during welfare
transition to assist in achieving real self-sufficiency. If, as
has been asserted, a custodial parent can support a family through
a combination -0of even part time work and child support or the
assured child support benefit, a strong foundation for time-
limiting welfare is produced. Further, if the guaranteed receipt
of child support were coupled with medical support in the form of
h2alth insurance from the noncustodial parent, a custodial parent
may leave welfare with greater confidence that the families needs
will be met,

CTime«limited welfare may also have beneficial effects on child
suapport enforcement efforts. Parents would have an immediate
incentive upon entering AFDC to cooperate with the child support
ajency to establish an order for support. Added pressure would
also be placved on child support enforgcement agencies and the courts
t> get an award in place which may provide a much needed incentive
for providing the resources necessary to improve program results.

There may be some argument for providing less stringent eligibility
raguirement for the child support assurance guarantee if welfare is
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time~-limited and child support agencies can not meet the added
pressured for guick results. If a family did not meet the
€ligibility criteria for the assured suppert under the current
welfare environment, the family’s needs would be protected by the
AFDC ‘safety net.’ However, 1if eligikility coriteria were
restricted to the presence of a support award, which despite the
custodial parent’s efforts could not be obtained, such families
would not fair well in a time-limited enviromnment. While this is
rore a manifestation of time-limited welfare than an effect of the
assured benefit, it may make a case for providing some flexibility
in the eligibility design of the assured benefit if a time-~limited
welfare strategy is pursued. The Bradley billl language or
something similar that would allow cooperators to become eligible
if the agency has not established or enforced the award in a two
vear period might well be considered.

3. Taxation

Currently, private child support is not counted as taxable income
to the custodial parent. Some have argued that reversal of this
policy coupled with an allowance for the custodial parent to deduct
support paid for income tax purposes would provide much needed
incentive for noncustodial parents to comply with support orders.
Others contend that this would be unfair to the custodial parent
unless adjustments were made to support guidelines to restore the
full value of the support. While this argument will not be
rzsolved here, it is important to umderstand the tax treatment of
private support when considering tax treatment of the public
partion of support.

The public portion of a child support assured benefit could be
provided tax~free as is currently the case with private support or
made taxable to reduce the cost of providing the benefit. If an
assured benefit were universal, as opposed to means tested, making
tae benefit taxable could allow benefits to be targeted more
closely to the poor and allow a portion of the benefit to be
recouped when paid to middle and upper income families.

However, taxation of the public portion of an assured benefit does

ot come without a cost. Some individuals who currently do not
file taxes may be required to so. In addition, taxation of the
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benefit would undoubtedly add to the complexity of the tax system
especially in terms of reconciliation issues should private support
remain untaxed.

For example, consider the situation where a family received a
public assured benefit one year, wholly dug t¢o the noncustodial
parent’s noncompliance with the terms of a support ordexr, which was
subsequently paid 1In full the following vyear. Should the
government retain the arrearage payment the following year to
recoup the benefit, the family would lose that portion of the
support paid as taxes on the public benefit, which would have been
tax free. if paid on time. While this could be considered as part
c¢f the cost of doing business rather than devising a complicated
tax reconciliation process, the custodial parent again ends up
sacxificing income because of the noncustodial parents
noncompliance. '

The conceptual framework of the child support insurance program is
the key to determining its administrative structure. Child support
insurance could be thought-of as a cash assistance program with a
regulaxr monthly benefit check offset and augmented by the payment
of private child support to the government. Alternately, it could
be considered a supplementation to private child support which
would temporarily fill a resource gap for custodial parents when
nan-custadial parents are unable or unwilling to pay.

The basic administrative and financing reguirements would be
similar for the two program models but the administrative milieu
would not, This administrative milieu could affect the bhehavior of
castodial and non-custedial parents and government policy makers
and program operators. Such effects could be both positive and
negative, '

Much of the writing about child support insurance has not provided
a specific description of how the administrative framework for the
program. Most often, based on the writings of Garfinkel, et al.
child support assurance appears toe be considered asz a public
benefit asgmented by private support,
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This model is based on the. assured child support benefit programs
ia some Buropean countries and on the retirement and disability
programs authorized under the Social Security System. It assumes
a standard benefit amount with higher benefits paid when private
support exceeds the maximum benefit. The benefit is issued on a
rzqular basis, e.g., the same day each nonth. The benefit is
indexed in some fashion so that it increases with the cost of
living., Entitlement to the benefit would be universal (based on
the existence of a child support award or an attempt to establish
one), and every family in the program would get a benefit check.
The primary financing mechanism would be from <the vigorous
enforcement o©of c¢hild support obligations owad by non-custodial
fathers. The goal of such a system is to provide custodial parents
with a reliable and constant non-welfare source of income which
does not depend on the vicissitudes of the relationship between the
cuastodial and non-custodisal parent or the economic misfortunes of
the non~custodial parent. This benefit would look very much like
a socizl security benefit for children with absent parents.

The alternate scheme would focus on the transfer of private c¢hild
support and consider the benefit as an augmentation to the transfer
of private support. Under this model the transifer of private child
support between parents would ba the primary purpose of the systen,
As under the current rules for non-AFDC cases, child support
payments would be transferred to the custodial parent within days
of Dbeing received and recorded by the governmental agency
responsible for collection. A supplemental or "gap" payment would
be made at reqular intervals after determining how much support had
been paid for that month. Entitlement would be universal, but
participation would not be mandatory. As with the prior scheme,
vigorous enforcement of support would be key in improving the
transfer of private support. The financing of the benefit would
come primarily from tax revenues, because the majority of benefits
would be for families whose non~custodial parent is unable to pay~-
that is cases in which the award is less than the benefit. The
goal ©f the system would be to ensure that children receive
finanecial support from both parents on a regular and on-going
basis. This benefit system would look very much like unemployment
insurance, '
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The unemployment insurance approach promotes the visibility of
grivate child support, making a clear distingtion between the
grivate transfer and the public¢ subsidy. Under this model it
patters to both the custodial and non-custodial parent 1f the full
amount of child support is paid on a timely basis. However, it
does not entirely protect nor isolate the custodial parent from the
actions of the non~gustodial parent,

The cholce of administrative system and structure of the benefit is
not a technological issue. Existing automation technology can
support either model. One may, however, choosa the administrative
strocture best suited to support public perception which will have
the most positive political saliency and potential behavioral
effects. <

A. Administration

The requirements for administering a child support insurance
program are relatively simple. First, there has to be an organized
process to identify who would be eligible to recelve an insured
benefit. Second, the responsible government agency has to have
information on the amount of private child support due and the
arcunt of private child support paid. Third, the entity must have
the ability to generate notices and payments based on a comparison
hetween the private child support due and paid and the amount of
payable child support insurance. In the world of high tech
automation, none of these tasks is particularly complicated or
expensive, except for the enforcement activities which would lead
to increased recoupment.

Bigic Elements of Administration

I3 designing a c¢hild support enforcement and insurance system, it
is not imperative that a single agency perform all the functions.
Iz is crucial, however, that all of the administrative functions be
linked. These include identification of the eligible clients and
the amount o©f the child support due; tracking and reporting of
payments made; and the disbursement of payments.

i. Program Entry



ALl government programs have some mechanism in place for
determining who is participating in the program. This is true of
entitlement as well as discretionary programs. For example, even
ithough an individual is eligible for retirement benefits at age 65
fasguming he or she has retired), the government does not
automatically send out a gheck without some initiating action by
the eligible individual. Accordingly, some mechanism must be
developed to identify who would receive a child support benefit.
How simple, or complicated, this identification process is depends
subgtantially on the choices made about who is eligible to receive
an insured benefit and whether child support insurance is linked to
the IV-D system.

If "an insured benefit is linked to participation in the IV-D
system, program entry would be a relatively simple process. The
application for IV-D services {and for AFDC benefits, as well)
could include information about the child support insurance program
énd allow for the individual to simply agree or decline to
participace, The IV~D giégram would have all the information
reeded to activate participation in the system because it has award
and payment information and other factors needed to determine the
insured benefit payment, If the assured benefit was calculated and
paid by another entity, all CSE agencies (by 1995) should be able
to transmit such information electronically.

If the insured benefit is paid by a State or Federal agency, other
than ¢the IV-D agency, & decision would have to be made about
allowing families to participate outside the IV-D application
process. For example, would the insured benefit adgency take
applications directly? If the custodial mother has an award and
payment is made through non-IvV-D wage-withholding monitored by the
courts, does she has to apply for 1V-D services before she is
eligible to participate? If custodial parents without awards were
potential eligible, could cooperation be determined ocutside the IV
D system (e.g. special administrative law Jjudges) or would
determination of cooperation only be possible by IV-D progranm.
Under the current IV-D program structure applying for IV-D services
is considered proof that the custodial parent is really trying to
get private child support. If, however, & public benefit results
from the application for IV-D services, <¢ooperation may be more
difficult to determine.
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Universal participation of all eligibles would probably make the
moast sense Iin terms of administrative simplicity. Under this
sisenario, once a parent entered the child support system, either
under a universal child support enforcement strategy (discussed
under separate cover) or by referral or application, inclusion in
tiie ¢hild support guarantee would be automatic unless the parent
opted~out. Thus a preregquisite of obtaining the benefits of an
insured c¢hild support system would be, at a minimum, participation
in the child support enforcement program. This would also insure
that all necessary actions were undertaken to make recoupment from
the noncustodial parent possible.

Using IV-D as the entry point for an assured beneflit would provide
a more uniform system of accounting and prevent further
complication of the existing rules for distribution of private
support. To the extent that AFDC rules were changed to provide
payment of all c¢hild support to the family administration
simplicity would increase.

Tracking and monitoring child support payments is c¢ritical to the
operation of a child support insurance system since it provides the
besis for determining if a government-guaranteed payment will be
provided to a family in any given month., Unless the entire system
wes federalized, this function would most easily remain lodged
within the existing Title IV-D agency.

The key is that payment information must be recorded centrally,
must be available for comparison against the amount due under the
child support order and must be accessible both to the agency which
pays the Iinsured payment and to the agency which provides
enforcement. Ideally, tracking and reporting would be handled at
the State level, and would be tied into a central registry which
included location and order information, and act as a central
clearinghouse for payments and disbursements,

The central clearinghouse concept would facilitate the necessary
receipt, posting and disbursemet funxctions that 'would be
necessary. This argues for acceptance of payments electronically,
through Automatic Teller Machines (ATM) or similar mechanisms such
as Electronic Fund Transfer Systems (EFTP}. By using centralized
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processing EFT payments or checks could be logged in and compared
with the support order. For payments equal to or above the
threshold that would trigger a guaranteed payment, the payment
wvould simply be deposited into an account preparatory to being
reissued for payment to the custodial parent. For private child
suppeort payments below the threshold guarantee, Iinformation
regarding the shortfall would need t¢ be forwarded ¢o the
government unit responsible for authorizing a guaranteed payment.
The private child support c¢ould then be sent to the custodial
parent directly with the public child support issued as a separate
payment., Alternatively the private child support could be
d¢eposited preparatory to being combined with additional funds to
Exring the total to the level of the guarantee and forwarded as a
combined check to the custodial parent.

while states are moving in-the direction of centralized collection
for their IV-D caseload, most states still do not have a
centralized collection and disbursement system which would allow
guick and efficient processing of an insured benefit payment. If
states meet the requirements for state-wide automated systems,
which must be in place no later than Qctober 1, 1985, the needed
information should be available through the state-wide system, aven
if the c¢ollections and distribution functions are still
decentralized.

I- is not necessary for that payment of the insured amount be made
by oxr through the States, 80 long as the $tates could calculate who
wias owed an insured benefit and certify to another agency~~perhaps
at the Federal level--disbursement of the appropriate amount.
Similarly, tracking and handling of payments could equally be
performed at different levels of government or by different
agencies if this were deemed desirable,. What 1is absolutely
essentially 4is that the recording of payments recgeived be
accomplished gquickly with little lag time and that comparisons
baetween amounts due and amounts received be readily accessible to
insure the correct amount of insured benefit is paid.

I¢eally, c¢hild support paid by the noncustodial parent, whether
supplemented by a guaranteed payment or not, should be paid to the
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custodial parent within the time frames for distribution currently
in regulation. However, the need to determine whether child
=apport paid for a given month is above or below the threshold for
2 guaranteed payment may necessitate a time lay to ensure that no
more than one payment needs to be sent. The current timeframes for
payment of the $50 disregard in AFDC cases, providing for payment
within 1% days o¢of the end of the month, would probably allow
sufficient time for payment receipt, adjustment and disbursement.
¢ince the payment would be insured, providing the custodial parent
with advance notice of at least the minimum amount of support which
will be received at the same time every month, the delay should not
cause undue concern,

Alternately, to meet the current non-AFDC child support
distribution time frames, a decision could be made to pay all
custodial parents their guaranteed amount up-front, and then simply
to credit any child support paid during the month against the
balance, with a second check forwarded to families once an overage
was realized. This, however, would entail greater administrative
cost and burden. '

Erronecus guaranteed payments could be handled in gseveral ways:
==  Rolling adjustments. Adjustments could simply be made to

amounts due in the following month, particularly in the
case of overpayments which needed 10 be recouped.

{ ate In the case of underpayments, a
s@cand check could be sent to the custodial family during
the same month to make up the shortfall.

e el of C ayments over time. Recoupment could
al&a b& aacomplzshed through small c¢ollections over a
peried of time {or by small reductions in the guaranteed
payment over the same period.}

Aministering Agency{cies)

A ¢hild support insurance program could conceivably be administered
al. the Federal or State level building on existing technology, with
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the decision perhaps ultimately depending on the location of a
child support registry{ies).

If adwinistered at the Federal level, a Federal system with some
type of automated interface would have to be developed. This
Iaterface would be necessary to establish the insured benefit case
and maintaln accounting records supplied by the States. Assuming
callections were retained at the State level, States would report
to the Federal system support owed and coliections received to
enable the Pederal system to determine shortfalls and the need for
an insured benefit. Payment of the insured portion of the benefit
could be made by the Federal agency with the State child support
agency responsible for remitting all private support collected.
The Federal system would inform the state of any insured payment
made and c¢ould be used to make Federal-state expenditure
adjustments through the IV-I program.

This structure would be exixemely complex, duplicative and costly
unless designed in conjunction with some yreater Federal role in
the enforcement of child support. It would necessitate the
issuance of two checks if the child support cvollection function
were retalned at the State level and duplication of recosds.

The technology to efficiently implement a benefit may be more
readily available at the State level. while it is certain that not
all state Child Support Enforcement Agencies are sufficiently
automated to operate such a program now, one of the minimum
reguirements for making such payments-~having a statewide system
which can track amounts of ghild support due and paid--is part of
the state system regquirements which must be met by the end of 1995,
BEven if all states are not certified by then, most states should
have the programming capacity by that time.

The role of the State child support agency could be expanded to
issue child support insurance checks, or make the necessary
adjustment to private support since they would have the information
yesdily available to determine if an insured benefit were necessary
ani the amount and would ultimately be responsible for recoupment.
This would clearly require a considerable expansion of State
resources to insure that child support enforcement enhancements
necessary to support the insured support system did not suffer.
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hlternately, the State welfare agency could issue the check based
on information obtained from the c¢hild support agency since an
automatic interface between the agencies is required beginning in
1995, However, this would clearly impact the perception that child
support insurance is welfare by another pame. A separate State
agency could also administer the insured benefit but like the split
Tederal/state system discussed above, this would appear less
efficient given the need for a separate system and duplicative
ryecords .

f Administratio

it this time the cost of administering an insured system has not
been estimated. The administrative cost will largely be dependent
on the ablllity to build on the exigting child support system or the
izax system rather than having te develop alternative tracking and
payment systems. Administrative costs will also increase in direct
proportion to the complexity o©f the rules governing benefit
interactions. If private child support and public child support
are treated differently for program eligibility determination and
for payment of taxes, the potential for necessary recomputation of
benefits and taﬁgs upon recoupment is increased.

One possible way of limiting continucus benefit and tax re-
caloulation would be to follow, in part, the current AFDC offiset
" xules. While there would be no general assignment of support to
the state, any public child support paid would become a debt owed
the state or Federal government., Recoupment would be made on the
State {or Federal}) debt and there would be no allowance for
senefit recalculations based on the changing mix of public and
wrivate support. This practice has had some negative consew
gquences, Child support debts owed the state often get priority
over ¢hild support debts owed the family and sometimes.over current
SUpPPOrL. Secondly, the non-gustodial parent may be treated
unfairly. Many states currently establish retroactive c¢hild
support awards back to the date of the birth of the child when a
;stata debt (AFDC or Medicald) is involved. When there is no state
debt, awards are usually established only back to the date of
filing.

33



E. Financing the 5 ¥ an Ausuyed Benefit

The Child Support Insuxance benefit has been estimated by one
agency to cost between $2 -~ $17 billion depending upon the benefit
level, aligibility criteria and enforcement SUCCess.
administrative costs would be in addition to this amount., 1In view
of the Federal budget deficit and desire to control its size, it is
necessary to consider how to pay for the c¢hild support insurance
benefit.

Garfinkel asserted that the early Wisconsin form of child support
assurance would pay for itself by improving enforcement and
raducing welfare payments while at the same time promoting work
&nong poor custodial parents., While this may be overly zealous, an
ajgressive system of child support enforcement, coupled with
raduced poverty levels and decreased RFDC caseloads which could
potentially result from the work incentive provided, should impact
the net costs of a child support insurance gystem. To the extent
that the insured benefit is taxed, costs would be further reduced.

This section reviews a variety of cost reduction and financing
st:rategies. These strategles are not mutually exclusive. In facot,
it is expected that several will be integral to any insured benefit
piogram. What is important to rememberxr is that the best method of
financing a insured benefit scheme is cost avoidance, that is, the
maximum and timely collection of private c¢hild support.

Re:coupment

There are several aspects of an insured benefit scheme which affect
the government's ability to recoup insured benefits. The first ls
the effectiveness of the enforcement of curyrent child support
orders. The second is the extent to which families without awards

axre provided benefits. The third is the method used (£for
recoupment.
o Enforcement

The key element in financing & child support insurance benefit
system 1s recoupment of the payment from the noncustodial parent
{(in cases where the payment was necessitated by the parent’s
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noncompliance)., This is why it is imperative that any system of
insured support be coupled with a strateqy for improved
enforcement. Data from the most recent Child Support Supplement of
the Current Population Survey indicates that about 25 percent of
non-custodlial parents do not pay any support that is currently due
and that another 25 percent pay less than the full amount due.

¥hile unemployment and low income are related to the non-payment of
ewards, the vast majority of fathers who do not pay support have
sufficient resources to do so {(Bartfeld and Meyer, 1992; Sorenson,
1993). Improved efficiency in collecting current support in a
timely fashion will reduce the overall cost of both the benefit and
program administration.

%hen the non-custodial parent is already obligated to pay support,
the government’s primary responsibility is to ensure that the
grivate support due is paid. Increased enforcement reduces the
need for assurance payments and increases the rate of recovery for
those insured payments that are made. If the assured benefit is
set low, say at $1500 per year, about 75 percent ¢f non-custodial
parents are already obligated to pay at least that amount.
Therefore, the potential for recoupment through enforcement ia
high., If the assured benefit is set high, at $3,000 per year, the
effect of greater enforcement on recoupnent 1s reduced. Sixty
percent of non-custodial parents have annual support obligations
set at less than 33,000, {Census, 19291)

Tf all awards for current support were modified using current
guidelines, the amount of the private support available to offset
the assured benefit could significantly increase. Sorenson {1993}
estimates that the amount of child support owed by non-custodial
parents with current awards, could double if Wisconsin guidelines
were applied to their current incomes. However, a word of caution
is needed on the potential affects of guidelines and updating on
award amounts. Estimates on the effect of guidelines using
national data have been much more optimistic than the results of
studies on the actual application of guidelines within the states.
The findings of Theoness, Tiaden, and Pearson {(18%1); and Calibur,
Associates, (1992) indicate that guidelines and updating increase
the average award amount by less than 20%, although the amount of
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increase for individeal awards can be substantially higher.

c Restricting Eligibility to Awards

Requiring an award prior to participation significantly reduces the
cost of an assured benefit program, kaanding eligibility for the
assured benefit to families without an award decreases the
probability that recoupment will be an primary mechanism for
financing the benefit., Currently about 42 percent of women with
children under asge 21 have no award.

1f these families are allowed to participate, than the entire cost
of the insured benefit will be borne by the government, unless and
until an award is established. 7The government c¢ould, by operation
of law, establish the non-custodial parent as responsible for such
insured benefit payments, much as is done with A¥DC cases in some
states today. However, the awarding of retroactive support to
repay the federal and state government is one aspect of the current
welfare system which has alienated both custodial and neon-custodial
parents (Furstenberg, Sherwood, and Sullivan, 1992). Generally
speaking in the AFDC context, the majority of this past child
support debt is uncollected and uncollectible., Currently only 6
percent of AFDC child support due for a prior year is collected by
State IV~D agencies. '

¢ Hethod of Recoupment

The method of recoupment of the insured payment from child support
payments will also effect the amgunt of recoupment. There are two
ways to congeptualize the payment and recoupment methodology.

Tﬁe first is to view payment and recoupment as month to month or
continuous. If in one month the private child support was less
than the insured benefit because the obligor did not pay the full
am>unt due, in the next month any private support payment above the
guaranteed amount would be used to recoup the previous insured
benefit. The custodial parent would receive more ' than the
guarantee amcunt only when the private child support was in excess
of the sum of the guaranteed benefit and any insured benefit
Arears .
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Thisz month to month recoupment assures the custodial parent a
regular payment of at least the assured benefit payment amount. It
alsoc minimizes the Federal cost because recoupment from any amounts
paid over the insured benefit is immediate. However, continuous
recoupment does not necessarily increase the amount of c¢hild
support received by the parent during the year, unless the award
itself is less than the insured berefit. Additionally, procedures
would have to be specified to handle increases in the award
cbligation, to ensure that such increases benefitted the custodial
parents and were not exclusively used to recoup benefit arrears.

The alternative recoupment method follows the current ¢hild support
rules for payment of current support to s family with an AFDC
arrearage. The amount of support for the current month is always
paid first and recoupment c¢an only take place £from amounts in

excess of the current month support. This recoupment method
raximizes the support paid to the family but may lead to greater
Federal outlays. It is not possible to simulate this second

rethod, because our microsimulation models do not have appropriate
ronth o month data on payments and because data on arrears
rayments is not collected for individual families. CSE administra-
tive data indicates that about a guarter of all child support
collected represents payments for prior year support.

1

i
In gsum, the government’s ability to maximize recoupment is

cependent on increasing enforcement to reduce non-payment of
current support obligations, restricting eligibility to those
families with awards, and using a month-to-month reccupment
strategy.

federal/State Cost Sharing

The decision on how to share the cost of the insured benefit and
sapy resulting welfare savings c¢ould have significant budgetary
impact on the Federal and state government, If the benefit is
federally funded, with a dellaxr for dellar reduction in AFDC
benefits, the Federal government would finance the elimination of
velfare in about one-~thizrd of all States, assuming a moderate to
kigh benefit level and liberal eligibility criteria. This could
increase the federal cost substantially. AFDC benefits are matched
by the federal government at a rate of 50 to 80 percent with a
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national average of about 54 percent.

Ware the Federal government to fully finance the insured benefit or
> provide a larger share than currently provided for AFDC, States
would have a real impetus to move swiftly and efficiently to
establish support (or cooperation) since this would reduce their
AFDC caosts. However, the states would bhave less motivation than
they currently do for substantial investment in enforcement,
especially for orders with low award amount. Because the Federal
government, not the States, would be responsible for paying the
difference between private support and the amount of the assured
benefit, States would reap AFDC cost avoidance benefits whether or
not the order was paid.

Such orders are more likely to represent a more politically active
constituency within the state. Higher awards are associated with
higher educational attainment and higher levels of income. These
are alse characteristics assoclated with lincreased levels of
political activism.

In order to promote full state cooperation in a situation where the
costs and benefits between the states and Federal government were
not equally shared, eost sharing arrangement could be structured to
provide incentives for improved child support activities. For
example, there could be variable cost-gharing. The insursd benefit
cculd be fully federally funded in cases where a support order had
been establishbed; the state could be reguired to share the gost
when it had been unable t¢ establish a support order despite the
full cooperation of the custodial parent, This would insure that
parents who play by the rules do not lose while providing a real
irpetus for States to establish awards.

Alternatively, more encouragement for enforcement could be provided
through enhanced Federal funding for CEE ¢ases in which the publie
benefit exceeded the amount of the suppert award. Enhanced funding
could also be paid for any CSE cases where the collection was equal
to or exceeded the guarantesd amcount. It would then be worthwhile
for the state to vigorously pursue enforcement. The enhanced
funding could be further limited to those cases where the State was
providing employment services to the noncustodial parent. However,
in any case of a multi~tiered matching structure, cauntioned would
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need to be exercised to minimize administrative complexity and
allow a clear audit trail.

A simpler mechanism might be for the Federal government to pay an
increasingly higher proportion of the insured benefit based on
overall indicators of state performance rather than on a case by
case basis. For example, i1if the state had orders established for
90 percent of the IV-D caseload and was collecting on 80 percent of
all cases with orders, the Federal government would pay 100
percent ©f an  assured benefit. If state performance was
considerably less, so would the FFP for the insured benefit.

There is clearly an appeal to the conceptual and administrative
simplicity of a totally federally financed c¢hild support insurance
benefiv, Bowever, there is also financial risk in a system where
the Federal government must rely on the effectiveness of the State
to reduce the Federal outlays. To the extent that the Federal
government c¢an share the risk it will reduce its overall cost and
potentially enhance the outcome for families as a result of
improved child support compliance,

Pr

Program offsets affect the cost of an insuvred benefit through the
relationship of the insured benefit to other federal programs.

I£f the insured benefit is treated as income for all means-tested
programs, than the Federal cost of the assured benefit would be
partially offset by the reduction in Federal costs in these
programsg. When states share in the cost of these programs, they
would also share in any reduction of costs due to income from an
insured benefit. The programs with the greatest potential for
impact are APDC, Medicaid, Food Stamps, 881 and Housing Assistance,

Bzisting means~tested programs ityaat all or most private child
support as income. If public c¢hild support is treated the same as
private child support, payment of a child support insured benefit
would replace one public dollar with another. To the extent that
the Federal matching rates in the two programs were similar there
would be little extra cost, If a child support insurance program
was agcompanied by cost-efficient enforcement of child support,
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total government cost ecould actually decrease ‘{(although no more
than it would if the same increased enforcement efforts were
directed towards payment of private child support under the current
system). However, even if there is a 51 for §1 offset between an
insured benefit and means-tested programs, government costs would
inecrease substantially. Government costs would always exceed
rapoupment potential i¥ eligibility was extended to families that
currently do not have awards or the benefit guarantee was signifi-
cantly higher than the amount of private support due.

Were the guaranteed benefit to be disregarded in considering income
for purposes of multiple income tested programs, the cost would be
subgtantial. Additional families would be eligible for benefits.
Moncustodial parents would have little incentive to comply in
peying support, since nonconmpliance would allow receipt of the
child support insured payment and the other program benefit(s). If
the beneflit level were high enough, a universal c¢hild support
erforcement and insurance program could significantly impact
eligibility for other programs, if not counted as income.

Cegt Recovery and Collection of Fees

A fee could be added to child support collections as a way of
financing the child support assurance benefit costs not recouped in
other ways {(i.e,, vases where the support award is less than the
guaranteed benefit). Alternately, or in conjunction, late payment
fees or other penalties for late payers can be added in order to
secure additional revenues. While this financing method would not
be capable of fully funding the insured payment, it could be used
to reduce the amount of the payment which must be pald from other
sources.

In order to insure fairness and reduce complexity, the fee could be
built into the child support gquidelines by providing that a set
percentage of the support order was dedicated to payment of costs
oy that a set amount would be established in the order for payment
of c¢osts, similar to provisions depicting which parent is
responsible for the cost of legal proceedings. If built into the
child support collection structure, fee collection could be easy to
administer since the agency must process ¢ollections anyway.
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Options for Financing the Public Portion of an Insured Benefit

After the cost of a child support insurance benefit is reduced by
all possible recoupment, offsets and cost sharing efforts, there
will be a residual child support insurance benefit that must be
funded through other sources. The most likely source is an
appropriated entitlement from the general tax fund. A second
porssibilicy is a capped appropriation, A third 1less likely
passibility is a targeted tax like the unemployment insurance tax.

Tae appropriated entitlement follows the example of such programs
as APDC, Medicaid and the EITC. The Federal government agrees to
- pay some or all of whatever is paid out in benefit costs. In ths
program the States operate that is usually less than 100 percent,
although not always. In the case of the EITC, although technically
not an entitlement program, the Treasury 18 authorized to use tax
revenues to pay that portion of the EITC which exceeds the
enmployees tax withholding,

A capped appropriation would be one mechanism for the government to
use to control the cost of a c¢hild support insurance program. It
would allow for the benefit amount to be adjusted on an annual
bagis so that it doesn’t exceed the appropriated amount and would
provide the President and the Congress with additional budget
flexibility. The JOBS program is funded with a capped appropria-
tion. ‘

Lastly speclal taxes c¢ould be considered, These taxes could be
targeted on individuals whoe are likely to most likely to benefit
f%am a insured child support benefit. Appendix B reviews some
s?acial tax possibilities. '

v, IMPLEMENTATION

This section presents a set of options for implementation of a
child support assurance benefit (which would be part of the child
- support enforcement and insurance reform strategy). The options
are divided into three categories. The first is full implementa~
tion, where the ¢hild support assurance program would be
inplemented nationally as part of the overall welfare reform
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strateqy. The second category of options is phased implementation.
bnder these options child sapport assurance waald be phasad in over

time. The last category is for a ds X on :
states or large substate jurisdictions waai& test eithar sPeclf;c
azsumptions or administrative structures. These options would be
tasted to see how well they f£it with the other welfare reform
options and budget constraints.

A, Full Implementation

Many supporters of the ¢hild support insurance benefit system argue
that the needs of families are too great and the current system too
woak  to dustify  any delay or fragmentary approach to
inplementation. They support immediate nationwide implementation
off the system. 7To the extent that a suppert assurance benefit is
eritical to other aspects of welfare reform, or that delay could
jeopardize the ability to support a time-~limited welfare benefit or
a work support program this approach may be compulsory.

A decision to move forward on & nationwide basis would appear
feasible assuming financing issues are resolved. Critical issues
ir. the design of a child support insurance system are well-known
ard, at least the suspected effects of design variables, well
aralyzed. While these design decisions may be controversial and
lacking political consensus, they would not appear to hinge on
irplementation strategy nor does implementation hinge on these
decisions. While more limited implementation may reduce the risks
assocliated with untested variables, the statute could provide some
protection by granting the. Secretary authority to adjust design
yariahles in reaction to results.

Bowever, the more immediate issue undey this strategy is timing,
Even in the absence of budgetary constraints and design lissues,
sufficient time must be provided to allow for implementation.
Depending on the design ¢f the insured support system, this could
mean enactment of State legislation, development 0f new automated
systems and hiring and training of additional staff. Such changes
could be necessary, though to a varying extent, at different levels
of government and multiple administrative agencies.

t

Th2 timing of other aspects of welfare reform also effect the
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timing of the assured benefit. The success of a child support
insurance strategy is heavi}y dependent on successful State efforts
to establish paternity and support orders and to collect ohilld
support. While the enforcement reforms of the child support
enforcement and insurance strateqgy need not be in place before
inmplementation of the insured benefit, program success and
financial yecoupment will suffer to the extent that sufficient
time has not elapsed to reap the benefits of the enforcement
inprovements.

B. Phased ;mglgmggtgtggﬂ‘

Under the phased implementation option, child support assurance is
presented more as a long term strategy to improve the economic
well-being of children than a necessary part of time-~limited
welfare., Phased implementation is perhaps not so much a separate
option, but rather an alternative to immediate full implementation,
As such, decisions would still have to be made regarding the scope
of the Dbenefit and its interaction with other means-tested
programs. The two most promising alternatives for phased
irplementation are age-based and state«based.

Description

Age~based implementation would build on the strategy used to expand
Medicald coverage to all children under poverty over a 10 year time
pericod., Under this strategy, child support assurance weuld be
implemented for families with the youngest children first. States
could be given up to two vears to implement an assurance program
for children 0 to 3 year of age and an additional 2 years to bring
in ¢hildren from 4 to 6 year of ages. There after an additional 3-
year age cohort could be added every year., It wopuld take about B
years for the entire eligible population {up to age 18) to be
corered,

Discussion

Thils strategy targets young families who are the most at risk for
long~term welfare dependency and who are often most adversely

i

H
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affected by the lowewage rates and high unemployment of young non-
custodial parents. Dependency reduction and avoidance at this stage
would have high pay-off. Such a phase~in is also complementary to
the proposed hospital based paternity establishment initiative.
Providing an incentive for establishing awards and collecting
support payments, even if at nominal amounts, £or these young
families is the next step in ensuring both parents remain
economically responsible for their children. It alsc provides
extra support to families which may have the most difficulty
juggling the demands of training, work and child care. This extra
income could help in covering extra child care costs or providing
the custodial parents with the option of a less than full-time work
schedule.

State Based Tmelementation
Description

This option would allow implementation of a child support assuranse
benefit on & state by state basis, over some extended time period.
When states are sufficiently avtomated to be able to track and
distribute an assured benef}t, they would be allowed to participate
in the program. State participation could alse be restricted to
States that had efficient and effective c¢hild support program. A
target date for all states to implement the program would need to
b2 set t¢ ensure that all States implemented the program in a
rzasonable time periocd.

bisaussian

All states should have the basic capacity to run an assured benefit
program by 1996. However, given other child support mandates and
constrained resources, it might be advisable to reguire that states
m2et certain child support performance standards before implemen-
tation o©f CSEI be approved. Such a scheme might avoid a
displacement of effort which could interrupt continued improvements
in basic child support services.

Phased implementation would also allow the costs of the program to
grow slowly, perhaps even allowing for some tinkering of the
benefit package during the long implementation phase~in. Some
poatential problems could result from having a few states offering
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such a program, while their neighbor States did not. While there is
little empirical evidence that supports States’ c¢laims that
families have migrated from other states to recelve more genercus
banefits, there would certainly be concerns about immigration
resulting from the offer of an insured benefit.
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Dascription

Under this option child support assurance would be tested in large
si;ale demonstrations before implementing or proposing national
legislation. This is the strategy proposed in bills introduced by
Rockefeller (5. 6$63), Bradley (8 68%9), Roukema {H.R. 1600}, and
Kennelly (H.R. 1961}, States would be eligible to apply for
dumonstrations if they meet certain criteyia which would facilitate
the efficient and effective implementation of a state-wide
demonstyration. Demonstration authority should include enhanced
matching for the demonsgtrations,

plscussion

There are three types of issues to be tested. The first is whether
the assumptions underliying an assured benefit actually have the
intended effect. That iz, does an assured benefit motivate more
women to seek awards and does the certainty of the payment increase
economic sufficiency and stability. Evidence fyom curvent welfare
reform demonstrations would seem to indicate that intensive case
management as well as enhanced benefits seem necessary to achieve
improved child support outeomes, at least for the AFDC population.
BEffects on the non-AFDC population may be different. The second
issue is related to implementation of the progranm. gften
demonstrations of program Iimplementation Jissues can reduce or
gliminate some of the problems that arise at the beginning of a new
nztional program. The thivd issue is one of cost., Estimates of
the cost of implementing a new program are often crude guesstimates
at. best. Demonstrations would allow for better estimating of the
pctential national costs of the program.
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Table 1
Potential Eligible for Various Eligibility Criteria.

All families Single Parent Single parent Re-married Re-married
& poox & poor

#otal Families

Families with
Awards

Families Without
an award
who cooperate

Numbers derived from cutput TRIMZ child support simulations using
March 1930 CPS
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Table 2

CHILD BUPPORT ASSURANCE
DESIGN ISSUES
SUMMARY TABLE

IMPACTS '
Restriction Admin, Admin, AFDC Povarty Benefit
Burden Coust Part. Lot
Uriversal Minimal Minimal High High Expansiva
Reguire
Bward Simple Cheap Limited Limited Redoced
Regquire
Cooperation: )
a, Initial pifficult Expensive Righ High Increased
. Cngoing Bifficulr Expensive ? ? Reducad
Incone Hoderate.  Expensive | Limited Limited Reduced
Tagh Pifficult
Single Parent Bimple Cheap High Bigh Reduced
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APPENDIX A

TREATMENT OF PRIVATE CHILD SUPPORT IN MEANS-TESTED PROGRAMS

piroazam

Sug., § Housing Assistance

Head Start

LIRERP

H
IUPA

Modicaid

Nat 'l Scheool Lunch Program
School Breakfast Program

ARG ~ Qurrent Support

-

AFDC - Arrearages

Food Stamps - Current Support

Food Stamps - Arrearages
881 ~ Current and Arrears

wWic

Troatment

income~tented; private child support
syrrearages and current pavments included in
incoms

invomastested; private e¢hild  suppors
considered income at Dept. level: unsure of
how local level considers it, but expsots
it would be counted

income~teated; private cohild suppor: not
dealt with specifically in the statute -
states have flexibility in determining
their own definition of income as long as
they are "clearly erroneous"

incoma-tested; private c¢hild  support
exeluded by statute

income-tested; follows rules for AFDC or
B8Y: AFPDC varies by state; private child
sunpert is income for 883

income-tested; private ohild support
conaidered income

incone-regted; private c¢hild support
congidered income

first 850 disregarded; remaindar goes to
the State for reimbursement for ecurrent
grant; &ny current support remaining goes
20 the recipient and are counted as income

income~tested; first yetained by State to
reimburse past assistance; remainder given
%o Family and counted as income

incone-tested; counted in total as net
income

incone~tested; considered rescurces and are
counted against the $2, 400 ligeid resource
limic

70% of current support and arrearages are
counted against the benefit entitlement in
the month received

inoome-tested; all private child support
considered income \
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¢ APPENDIX B
{
TAXED BASED FINANCING OPTIONS

Even under optimal circumstance, a child support insurance system will result in
isereased government expenditures since that portion of the insured benefit
provided to families where the pongustodial parent is unable to pay would
niscegsitate public financing. Provided below sre options for financing some
portion of these increased costs. The following criteria were used to arrive at
and evaluate the different financing opticns:

¥

*  ADEQUACY: The financing mechanisgm should be adeguate to finance the child
SupPCrt ABSUrance,

*  ADMINISTRATIVE EASE: The {inasncing mechanism should be easy to administer
fairiy and effectively.

*  ABYLITY TO PaY: the wmechanism should reflect the ability of different
p?pulation groups tO pay.

* RELATICGNSHIP TO THE PROGRANM: ' The financing mechanism should be designed to
reach populations thet would benefit from the
insurance benefit.

* FAMILIARITY: The financing mechanism should be an item with which the public
al: large is relatively familisr.

* POLITICAL FEABIBILITY: The £inancing mwechanism must be realistically
supportable by both the Congress and the public,

Inpose a Tax on Biveros or Seesaration dcreements Where There are Dependent
Children

A fee or tax would be placed on sepuring divorces or separation agreements where
children are involved.

PROS

o -Thie would be seen as an iﬁcentive to avoid the problem of hreakup,

e Those who cause the problem would pay the price.

o, Some fees are customarily charged for court and administrative mervices.

CORE

s May cauvse zome fo aveild genzang agresments; which would hamper securing
: child support orders,

o Puts & cost on persons in éaanamia and emctional need,

o May be difficult to collect on so-habitating cases.

o Revenue possiblilities limited.

o Penalizes those who maryy vis a vis those that don’t.
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G Likely to bring in adequate revenues.

o Relative gdministrative ease since this information ig already included in
the W.4 and on the 1040 tax forms.

o Payment made by thoese who pight possibly benefit.

o Payment ig made on the ability to pay.

CORS ‘

o May be viewed as a marriaq} penalty.

o ¥uch political r&sist&nce-to income tax increases.

o Conflicts with tax deduction for children.

o Those neveyr marvisd/eshabitating get benefits without paying

Compulsory Insurance foyr Divorce/Separation Financed Throuch the Unemployment

Compensation Svabos

211 employers now in the usnemployment compensation system would be reguired to
withhold a gset portion from compensation to insure against divorce and separation
with dependent phildren.

PROS

[+]

If structured propafly could adegquately finance ¢the ohild support
asgurance .

The unemploymant compensation system is yelatively caey to administer,
gmployers f£ile quarterly with the Stats Emplovyment Sseurity Office.
Annual payments are forwarded to finance the administration of the gsyaten.
Would allow State supplementation should that be desired.

This is & familiar system to employers and employees.

Not viewsd as a ‘tax the rich’ scheme.

No adverse incentives created.

Poes not tax according to ability to pay.
Coverage ie limited and eroding.
¥ay be viewed as disruptive by the States.

Taxes singles and those withont dependent children who would never
benefit, ! e,



