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Child Suppoft Incentive Reform Legislation 

September 4, 1997 

CQlleetions Bases. The iUpount of incentive pa~ents available to each Stale is based on its 
child support collections. The collection base includes collections made in both TANF ca..~es and 
non-TANF c:a.scs. CtJIlcction inTANF and former·TANF cases are doubled in the collections 
base. 

fcrfQnnaoce MeMures. The incentive system is bASed on five measures of each State' schild 
support performance: \ ...... .' '.' . . 

1. establishment 9fpaternities.. . 
2. establishment ofchild support orders~ 
3. . collections on ¢Fent child support due. 
4. collections on ~ child support due, and 
5. cost effectiveness. 

<ttneraJ Calcul~tioDs.The \a.m~unt ~fincentivemoney States receive each year is based on up to 
I • .' 

I% of the collections base (or their petfonnance on three of the measures (paternity . 
establishment, order estab~ent. and collections on current support) and up to 0.15% of the 
collections base fO. r perf0l'an" on t'IiVO ofthe measures (coUectioDS on arrears and cost 
effectiveness). ..' " , 

Fhase 1..D.. The new incentiVi system will be phased in 'over several' years.. .... ":'. .. . ..... " , 

ReinYestIJ,1ent. Incentive pa~menl$ received by a State must be reinvested in the State child 
support program. broadly defined. ,,' ' 

Review. By March 2002 J General A~unting Office must conduct a StUdy ofthe new system 

and repOrt to Congress. I ..' '. . .. 
ReiJ1latioos. The Soeretary must publish'regUlations on the new ilx:cnrlve SysteDl within 9 
months ofenactment of this egislation~ 
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F: \JOO \ WM\IV-D\INCENT.oo2l, . DIAn: 
..' ,'I SEC. _lNTIYE PAYMIINTIJ TO STATES. 


,2 . (alIN fKNElV.IJ,~·Pa11. n of t,it.le IV of the Social 


3 S(.'~\uity A(~t'l (42lJ.S.C. 651-669) i~ amended by inserting 


4 after set.l,ion 458 the fcllowing: 


, S*SRC. 4likA..~cENnVE'PAYMSNTS TO STATES. 

. . I,', . ' . , .I " , . ," . 

6 "(a) IN OE~EuAi,.-In additioil to any oUler pay.. 
',. . 

7 m~~)lt. under t.l~s paul". the,"Secrot.aIY shall make an incen

8 tive pIlYIDe~t:, toench S~U~ ,for, P.a.eb,. fis:cal year j~ a.~ , 
. 

9 t:lh1ulJ:nt det.eirminedUllder subsection (b).:' 
" I ' . ' , " 

10 H(b) ..AMOUNt!' Or'lNCENTIVE PAYM:ENT.
, I '.' , 

11 , '41(1) IN GRNR1Ut;,.~The inoenj.ive payment. for ' 

12 '0; 'Statj for a"fis6fLLyear is eq~ru to the "usn oftbe , 
i " " ,'",', 

13 fLPlllica11e per:cCllt.a.g05 (det.ennined in, aecordan('''' :' i: th 
14 1)&rarraI)h (3») of tlle mnximuln incsentive amount " 

15 for. the State for the fiscal year, wit.h r~l)oot 1<, eaell 
" 

16 , of the following ,m~.a.su:l"e~ nf State, performam'C f(lr, 

17 , tho tiacW yeN": 

, 18 . ,"(A) The patenuty cstablishrneut. per!onn

19 .n(tAl level.' 
, ' 

"(B)' '!'hu, 61upporionier perform8nCc.~: lev6l.20 

21 . " "(0) :Tht!' C\ln~nt payment. I.enormance. 


22 
 kiCI. '" ", , 

23 " "(D) ,'rhA arrearage }>aymeJJt'l)erCOnnance 


24 letII(J!:) : 1.'!w OUIit-effecth;ona~&. p~rt'llI'mJlIlOe 
.1('~l. , 

25 

, i 
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1 "(2) )fA~i'M'l1M INCJ~NT1VR AM01.TNT.

, 'i ' 

2 : ", ",(t) INU"JN~R.A~ ...-lt'()r purposes of para.-' 

3 "graph 0), the muxhnnm iJ1(1cntivc nm01.1nt for 

'4 a State for a fiSU8l yea.}' is

5 , H()) wit.h rcmlt(t<~t t.o tlu~ perrin'mance 

6 .. Jlle,suTe~ d,cs<..'1'ibed insubparllgrapll., (A), , 
" .J>." , ' ' 

7 '(li)~ aml (C) of' paragra.ph (1),: 1 l,er'~en1. " 
I ' ':'" ' 

S of tho State cO])(K~t.ion8 basc for, the fis(!ft.l " 
\' 

, 0, 

9 
, 

yearj and 
, 

, 

10 '.. ''OJ) ~th '1"()"lX~-t, t.o th(~ pcrlorm&n~ 

'11 ' , 'meI8uresdeacdbed' in" Gubl,nragraphs (1'» 
~ , . I.,' " . . 

, ' ' 

12 and (El o~ 1)3rIlgJ'1l1Jh (l), 0.75 percent of 

13 the State eolleetiolui base for the fi51~al 

14 ye&rj. " 
"', . . , ; , ,.' 

• I .' ' • 

15 ,,'~(B) DATA IrSED TO "ALCULATE RATIOS 

16 RlQQtJJRRk "0 n~ c(u',i"lJlC·l'X,.ANI; llE!Jl.ujI..E.~" 
17 Notwitl.,J..atldirtg· subparagrapll (Al, the maxi-

I, , 

18 mumindmtivQ Ilmc.lUnt. for Ii Sta.te' lor a fiscal' 
.. 

19 yca,r 'Wit.h respect toa ~r£ornumee meASure, do· 
, , . '. ., . 

, sCribed'in"paragrap11 (1) is ?..ero, unless the ,See.20 
\ " " , , ' 

21 retarydtrmincs. ,"n the hasis oraIi auclil pet, 

22 fOJ'llu\(l u~t1c.~J' section 452{a){4){C}(i), that the, 


23 
 ~ata ',whi~h thp., ,~tA.te', I~blnitted pursuant, t'() 

" 24 'section 454(16)(U}, for tho f'is<~aI year RYld 

.' , ~ '. ' 

- ~.. .. - ',--- .. .:. 
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1 wbJ.ch if; used to, :determine ,t.he P(~l'fOTmancc" I' ", ,. ;'" '".' . . ' 

2 "levellnvplved is (~~Jll')ete Rnd reliable. " 
,'. ,. I" . • _.~ ~. , 

3 ,"(0)'- STA1·R 'C(jLL~e'rJ()NtI· uAsu.-For" 

4 .p~rpo,"-J of SIlbparagraph· (A), the l:.'Uitccoll('''.·,I " . , ' 

,5 tions b8 (,for il,fiscal yenl' is ,equal to tlle sum . . . . 

6 of-

7' U(i> ,2 time.R tJJf~ Rum ()f 

"(1) the, total amount or Slll)I~()rL',8 

9 collected dul'ing, the' fiscal year l1.nder 

10 tho Stu~plan approved 'under thi&: 

11' part in,6aae8 in whi(~l the iUppuJt (th.. 
, " 

: 12 liratiun invoJvcdis' required U> be as.. 

13 Kifllleu to the ~t.atc purs~ant t.o Pal;' , 

14 A, and 
" ' 

15 , ,"(II) the total amount of support ' 

16· , conected durlnr l.hA,fiMa] YeaI' under, 

17 , the 'State 'plan approved , under' this 
,.", 

'18 , part in (I.3SeS in w}li.;h tho support ob- -: 
',. .:, :19 Ugat-ioll involvodw88 so· as.~glled but; 

.at the' tilne, or (iolleetiOJl, iR- notre- . 

2J .. 

20 

lluinad tu h(.i ISO ~I:iSjgnl>.d; tlnd . 


22 
 H (ii) . the total aInuunt' of ~upport col
- , 

23 'lcc~ durlng t,ho 'fifK-.al year under ,'the . 

24, .' 'Stli,t1 plan' ~pprovodllndoT this 'purt in all '. 
.. I,

25 other case •. , 

_ .... _ .. 1.: , ...... _ .... - .~ .. - 
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1 "(3) l>J£'l'lAltMllSATION OF APPLIGABJ4E Y·FJR.. 

2 

, . \ , . 

eENTAC:ltS HASJU) ON'll$RFOltMANCB I.,Ij)\'1llI..K.. . I . '. 

. .' U(A) PNnm:NJ'J-Y EST.AlU~l·SnMf4N'r,-"';" 
I ' . ' 

3 

4 \"<i) DJt'1'El~Ml~AT10X O~\ PA'.1'lSltNITY 

,ES'fAULISIIMEST ftRRF(ntMASCE LE"1n~.~ 
: . \"; . 

The Ipat41rnit.y eStabllshment petCm-/IIRI1C'P ,. 
IL."cI. for a S1.a~efoJ'tl fisua1 yonr is, 'at t.he

• I 0' . . 

8 OIltit' "f th'l£!tAta,tJl~ IV.D p~wmltY ea· 

·9 tabJul'hmelli' 'J'lerC6l1tagt~, dctemuned' ullc1t~r .'
I . '. . 

10 sectiGn '452(g){2)(A) or the statewid~ Pft- . 

11 ternlly esUlbli~}nn6nt' ·'parC$llt.nge· (leter-'·. 
. I . .' '. ..' 

12 minetl under Re6tion 452(1(')(2)(:8). .'. 
\ .. . 

13' . 4'(ii)Dp;'l·~JtMINATl()N OF API~I ..ICAlll.£
I . 

14 J"Kl~GKlItTAGE."""'!"'The 81'1.lieabJe percentage 

15 . with ~eMpoot toa St,t~'s parol'luty eHtal)

16 li~Ull)erf'orina.nl"'.JOVO] 'isM followit: 
. I·· . 

- - j 

-at Mao pa....tr' ...bU,..., ptII'fUnauoe aa..d Ie .TIle ."UoP1e 
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I . 	 '.. 

J 	 Not4tbllblndingllie prccOOing aent,enllC, if 

2 	 the ~Ilwnlity efrtablishmellt. pertonnance 

3 	 .levd\or a. Statefol' a fisM! )'ClIlT ial_ 

4. 	 illan 50 percent but exuccds by at leHst 10. 
I ',' . . . 

~ 	 peree~t.age wints 'tht1 1)8t.crnity est.8blish~.\ ... . . . 

6 ment 	pcrfoim.anc-.e lcw\ll 01' tbe Stat.e for the 
I '.' .. 

7 immediatel.)' prt~t!{~ing fiscal YCtU". then t.he 
. . \ " . 	 . . 

,,; 8 	 .. 8PJ>Ji~ble porcontage with respect to tht~ 
, . 

.9 . . S1.at.c~~ -pa.ternity· m~tablishDlent pcrform.

. ) \ l' 50 . .10 	 ILhC(t ~vo 18 percent.· . . 
I r' • . 

11 	 . 4C(R) ltsl'AnJ~IKITMRNfl' 01.... miII~l> SUl-'l~()1tT . 
. 1·' 

12 onDEJ(.t;.-- \ . 

13 . 	 "(ii). 'DBTEIWINN1'~l)N OF ·8tn-PORT. 
. \, ,.. ... . 

.']4 ONI)~lt\r.rnr~I4'O~t)f.A..-...OE .J~~VICJ;.-'l\he SUI~-

15 	 pOli. 0far perfonmJ.~(.-e lev~l for ft. ~tu.le 

foJ-,tt.·fiscal ycar is'the pcr6enlagfj of the16 
\ ' . 	 . . 
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" .~ jnc;orn}mting l11dolltiV(.1 paynicntg 'unucrt.llis sL.ctlou. YUP
.' " ,. . ,." i', '. 'I ". ' " <" .• '.,:-', ,," ',,' '. ' 

\ ,." 

. 3. pOri\\1hiollis eollreted ~Y~?,S~~t<." llt the l'~q\lest of anot.her 

4, State', shall be, tl'~atod,~ hu.~hif b~c~, coll(\(:.t«J infuU':by " 

'5 b')~h' St~~~J ,and ~ny )K.Illo.~uts,~I)endodb; '8 .Sta~ ')n~~l'-
. .,' ':, "'.',,' '1' : . "",,':, . ".'..•. '," ' '.' 

6 ,'+.Ying?~ta spOOrl, ~roJ~c,t";aSsj~tcdi undcr~oetiOJl ',:~55(c) . 
",' .'. 

7 8h811be,:~uded. i" ":, , '," , '.' ;;,,", ,'. ". 

~ .' " I .'. <.... ,', '. " " . ..,: , ,
o" 

,,8 .'. "(d) AJ)MINJS'J'nA;J'JV~: l~nOVJSl()NS:-:-.}rh,(~ '. amounts 
'. 9 
... 

of: ih(! jn~~~~'tiv(~ J,~~0nts~' tA),bc ~adc'to t]~c' Sf4ltc8l~nd(~r 
", '. '.' .." . . 1 ... :, :' , " .. ,.' ,.;,' .', . 

10 this seation t'or' Q~~l Y,68l'" sh~n be esUil~&ted byt.he' Seo~ 

11 .~tary ~t 'or.' betor~~lle. b'¥.{i~g (~r the 5$caLyeat (i~ 'the 
. I' , . , ~ , ',' • , 

12 b~ii8 of {be best iIlrorn18,ti'()1l ~~ailahle, The SecretllrYHhHll'" . ..,. I' ,. '.' . '." ., 
13 ·rnAke thA p8;)'Jnellt:lSfor the fi~,~tLl yt:>.ar, on If. q~~rtC~)yba6is '.

,: ....',. .I,' " .' ' '. "'" '. .' " . 

14 hvtt~, cachqquJ"tcrJy ~~ont.. bt:dn'fmo.de no:later thQll, 

15 the begilrninl(:of theciu~rter,jnV91vGd). in the, amounts,so 

16 ~~timaicd, redlleeJo~'i~O,:oasod UJ the ~-tcnt:,:of~Y over· 

17 pl1ymeil~ Qr~lld~y,ne~.~ whlclt ihe~taTy d~~r- . 
• • • _I' • ,J.,;..' ' '. 

18 mill~s 'Yfn ma.cie:q.nder., this section ~ the ,Sia~s involved' •. 
',~ ,,,,-, '.' . . 

, ·it 

·.·.19 fOJ' prior l)eri~)(lwis.l~d wit}. reKpecttt) ,whichadjustrnlmthas. ,., ., i c ' " ' , ' '. '. , ~ , 

20 not. alrft.wy been made UJ;lder' t.b.iR 8\lb~tion. Upon t.h(~ 
, " , '. ,." I.,;,..., ,. '.' .' c, 

"21 l1laking orany:eath'r~~'~y:the~J;et.~ryunde'r~}ie ))J'tk-ccJ.. 
, .' ',' ., 

22 · iiJ.g~enfuil{~~,·" tWY 'lapJ)r()l,iia~i()ns .. aVliil~ii)lt" fo" ·1,.t.Ylll{~ntN 
,. 

23 .~n'der thil$sect,lon Jro,'doem~d Obliga~. .. . . 
""" '. '.',' ,,' I' . 

"-, ',' . . ',- -.' '- .,' ,~,: , 
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, "I 	 ,', ' , 

]9 ,.. a.~noutli· owed. •.on support: the paYDlell~ .. of 
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3.00 ... ::: ..•. ;·.................... ~ ...1.. '3.60 .:.: ..... " ............ ;.,,~........... 00 . 

2 teo ..... "" , .' .. .. 00' . , GO ,'..... .................:......;..........1'. .. .... "
.J!. ......... , ................... .. 


:e.OO ...........:............:............... 2.60 .........;, ....... :.; ................ . 40 
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1 , "(e) nBOUJt"J'lONS~-The Secretary shall, presmibe 

2 8U(,.h l'cgulations'\,a~ lnay be ne(~ssary g()verning.1.h~ (~tlJ· ' , 

,3 eulalion "of illcen r've payments 1..luder this AMtir>u~ includ

'4 ing ,tUreutiulllll fur, ~xcl\lc.liDg uertaill closet! (:ases from the 

'.5 calculations. 

6 '''(f)REl~VI~S'l'Ml~N'1'~-A St.,Rtf! t.o whi(~h a,tulyrriAnt. 

7 is made' under tl1sseet.i~ngh~U ~.xpend the~ll O-lllount 

'8 or tile ~)8.Ylnel~t-1 ' , ' 
" ;" I' "" " """, 

,< 

9 U (1) to eany out tbe St.at.e plan appr~ed under 

10 this IJart; '()r 

11 '''(2)· for any acti,vit3 approve<l by the &'Crctary, 

12 whethor ornft the; c.A,>criditures for which nrc cligi~ 

.13 ,bJc for reini 11ll'&etnellt:,"lmder this part, whicb may 

14 contribllt.e to inipl'O\ing th(.~ cffici~n(."Y of the. State 

15 program 0i teeI wlcler this I)RI1'..". 

16 PnM:~~ri::YTIOlN RUl,lt-NoMtliatanding BIlY other 
17 

, 18 , ' ',' (1)tor fi c-.a1 y~r 2000. the SeCrtttt1~shtU) ~. 
, " \ ' ' ," " " ' ' 

19 duce hy JI.~ the amount.ot.l~Jerwis6 payable tQ a Stare 

20 undel~ S6ct,i~n 458, '~nd - '.haJ} roduco' by 2(8 the 

2J amo\1nt othCl~~O payu.ble, tc.> '3' State under seetion' 

22 458A; and. 

23 , "",(2) for fil~ yefl:r:~()Ol, t;10. s..uJretary sha]) rc- , 

,24 du(",e ,~y ~, Ul~ ILlnoufl~. oUl~rwISf: payable t.() is. State 

, 25, url(l~r 'Noftot.ion 4~S, ILnd Khall ntd\JCt~ by lA~· the, " 

, '" 

geptembtr 12, 1187 (10;O:J •.m.) , 

http:F:\JOO'WM\rv�D\INCJDNT.OO
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] ,amount ntlllrwiSC pnynble. to a St.."lte under Rect.ion ' 

2 .. ;~8:tEm'l~ J(}~~,-WiUlill ~ mOJlthsa~ ti~ da~3 

4 of the enactment .of this, section. the S~el'etal~' of. Healt,h ' 

'S aud' H\lman Scrviees8halllu'\~~(~ribc regllla1.iclUs govern;ng', 
, "\ ' ,", . 

6. tha brlI,lernentation of ieetion 458A of the Sorl,1 Sl~'llrit.v 
. , ' \ ' . " 

. ,7" Ac~ whe1l8unh Kl;ctiun takcs effect and.tn<.; implementation 

8 of oub:oet!tiOll (b) fUus 8I!cl.iCltJ, 

9 (d)ltEVIEW.+ .. , 
I 

10 ,(1) STtrnv.-Tho. Secl'etary of HCldth and 


t'1" Human. 'Sem~~R shall conduct a st.udy of the illiple~ 


12 mentflti{~~ of\' the lnce~tive J,aymlmt system estab-,' 

. ',.. ,'I'" , . .... 

13 'lish(~d hy soct~on 458~ of, t.he, Social SeCUrity·Act, 'in ' 
~ 'I ' :, "," . , . ' , I ' 

14 order ',u.)idollritY the I,roblems and successes of, the 

15 system. ,. , 

16 (2), 'REpOJtTS TOTIIR·CONGRl¥SS.-., 

17 (A) INTERIM nBron'J....;.-.Not lIiter ,than ' 

18 March ], ~OOl" the, Secretary shun. submit; to 

19 , tho Congreal an: interim, report, ,tbatnorttAins; . 

20 t.};..~· findinks of th~' study required by paragl-aph 
I • 

21 
(1), .. (B) iNAI. nB}~RT,-Nothlur thaIlOc~.·22 


2~., , hc,r1 J 20(~3, 'the' ·Secreta..ysl}all ~ubm'itto th~ . 

, I;· " . . , . , . 

,24 Oont(fcss a tiDal rellOrtth8,t. contahls, the tinal 
. ' \ ." " " ", . " ' 

2S . ,findings ot the, "tudy rcqujred by paragraph· (1): 

,j . 

s.pteml!er ,a. 1897 '10:03 a,m.~ 
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J . The rel)ort "han include any ~commp.ndati()Jl& , 
\ .. ,'. ' ' 

, '(lr changeR in t.he sy~tem that tbeSAcretal:r . 2 
" I'· ' " , :" ' , ' " ' , 

3 de~rm;ue8 wowel impro\,f! t.llt'!, o{w.rAtil)U of the ' , 

child .Jpport enfoT(!(.lnwl'lt I>rob'1'um.. ", 
I ' , '.. ' . . 

4 

(e) ELIMlNAr!'10N OF, I~nKJ)EC£SSO)( J.NCEj\;1'J'\~PAY. , ' , I' . 	 , 
6 MEN,. SVSTEM.-' 

7 , "(1) RE~AL.-.Sectjo1l458 of tbeSocial Sceu... 
" "', I" ',' " , . 

8' rity.Act (42 p.S.C. 658) is repca1od., 

'9 .' (2) 'CO~r6n.M)N'<~ AMI~NnMR~Ts.-
10 	 ',{Af SO(~t.joj1, 458A ()f' t.he, 'Social Security" 

11 .Act (42 U.S.C. 6588.) iR redesigna~d as section 


12 45~. 


, 13 	 (B)Sub8ecit.ion (d)(l) of this 8l~cti(.)U iN 

14 amendeJ:by striking "458A" and inserting 

IS '''468'' . ,'. 	, 

16, ":(3) EFFIFCTm·DATE.~Th(~arnendmcnts made 

.. 17 . by this aUb+6n shall tako etreei on October 1, 

.:: ... ~:~~N~J~,.1FFKCTivRDATR.-Exoept as provided 

20 in INbsc.."CtiUri(c)(st theamondmontg'made ·~·,this8ei.titm , 
, , . I .' 

.,' ..21 ihalltakc cff~'t on pctobCrl; 1999. 
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] SEC.~. iNCE~PAYMiNiS fu:sTATiS.. ' 


2 
 (a) IN Ch=NE1Mli.0:..}>al1. D oftltle~ IV (lithe Sddiih 

3 SceuiityAct (42 lU~tC. 651~6n9) is ameitde(ll~yillsorth~g" 


4 after section 458 the foliowjng: 


5 "SEC. 46~ lNcFiNTfu; PAv.MEr-.~ TO STATES. 

'. . .' 

6 "(~t.) INGnNEiM.I...~ln addition to· an'y otl~eJ'~. }>3of-·. 
'.' ' 

j ••••7 mi.mt lmoer this' part, the S&c~tarY s}~~tnittakk aii'itid~i~2( 
' .. ' :., " 

8 tive pa);ment' to ,each state'. f(ir~achri~alyeiir' 'iii; ~lif 
.' ,.,9 itlllonnt detertniri~dtilider sUbs~t~jon (0).' 

, ',' ; . .. ." .. :, , ,'_ '.'~ k," : . .<. ~ "l: . ! ::: .; {-7: '" ',' ',,',• 

10 "(b) .L\MOtrNr!' o~, INCI~NTrVE PAYMENt.~:l;.· 
; 

. . 

11 "(1) IN (iRNF;nArJ.~Thp. incelltive li~Yfudlt .' f()r 


12 a Suitf~ for a fiscal year IS eq11al to :the suirl <ittlie' . .' 


13 ~LPI)licahIe percenta:g~~s (determined." ina,&~raan(~c ~ I: f;~ .. 

A . 

. "14 ' i>aragraph (3)} of the . ffi~ti'it1nlm i!Mel'ltive:afu'O~rit 

·15 . for the State jhr die ··11sci\lycaJ't .,vith l'e~i)eet' tc/ <iri~h~' ..' 
". ,...f .. . " ...: ... ,' . "',: .. "." '.' .... ,o' ,.,: ..... 


16 of the follO'wiilg ·mE'.asure~ of State p:effdrin{mc(~,,; for' 


·17 the fiscal year: 

18 ."(:A;). The paternity' cstablishtii~Ilt.'peHoffu~ 

19 H.n(~e leveL 
.' .' . 

. U(B) 'rh,~ SUPT)ort'order ]';erl.'orilian~(~· I~~~l"".20 . " " 

\, : 
;"', 2] "(C) The ·Curt~rit. payn,tmt. p~ff6rlrin~fi~~ . 

, .1' . ,",.22 ](.~vcl. 
, ','. 

23 ", (D) Tlie arteai~agc·pajrJrtei)t· 'ped()~rii~l~ce. 

24 .level. 

25· <c(E) 1'he oost~eftectivctJcsspe~i'()rintlilC~ 

26 ]twel. 
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1 

2 

• • 3'i • 
j 

4 

5 

6 

7 

8 

9, 

lO' 

U 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

"23 

,24 

.' it' . ,,", 

. " ", • " "",~ •.~ !;:A.;;'~' ,':., ;"~;\' :.: l,'. 

. " ,'::.'"(i) With J'hsr)(~(~t t.o th(~I;~rrOI;lhaIice' 

measu~sd(~s(~rjbed ill, sllbparagfflI>lis '(A);' " 
.' , ' r ' 

, " " , ','.,,' ,'" .. " '::" ' : ,:', ',', :,~.:'::-/:" .. , ' 

(B)~ilildil (C) of p8:ragraph' (1)~ 1" i}eti~~iit 
, t;,..' . 

of the State col1c~~H6ns beise, foy', the' fisl~a] . 
, !' 

Year- 31id 
" ' 

',"(ij) *,1t,h'r6sIiect tQ 'the pe'ffd~ttiice.: 


, Ih~aS\.lres' described' III subPro-agraplls' (h)' 


, an<l (E)~f j)iira:graph(l)j 'O:751)~r'~~'iit~{", ::: " 


"the State collections ba.se for thh fi~t~~i'
! 

year. 

"(t~) J)ATA l1SED T() {~ALCULATERi+ios' 


REQ tTl Ju.~n .r]"o J~ ~~" (~(~M1;) J~jiJ~}~AN]) ItltJ;IAI~I,JE:~" , 


NotwithstaIidirtl!, ~\lhpa.ragrapli (A), the: ln~' -' 

. ',,' " 

'mum jne<'~ntivearnbuilt for a State' for a fiscal' '" , 
. " " . , ycarWit.hfeSI)l~(~t. to a pelionrianee Ine~ur~' de;.' 

, . ,'. 

scribed iu paragraph (l) is zero, l1Jlles~ 1.lie'S~c~', 


tetaly determines, on tJ1(~ hl1sis of an' a'lidit.lj~i~- ' 

. ,,: ' 

fOl1n(~d tindel" sl~(~tioli 452(a)(4)(G)U)" ttia.tthe ' ' 

da:ta w}lj(!.h' fhe sta;te shbrtllt'fua, })ui-stla:nt t.o·· '. 


~f.~:tl(m 454(15)(1~) for the ns'cal ycata'yid 
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16 
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19 
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21 
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3 ',' 

which is \lsed to det.ermitl(~ the' r)erf6J'lTl:an'c~ 
'. . "- ~ .,level in,;olved is eomplet,etuid re)j~blo. 

U(C) STA1;~~ (~OLLKCTlbN81~A'~~.2F6f 

pUi1108CS' of suljr,ai'agrflph (A), the Stitt,(!. c6]1(~i~~ 
. '. ' 

dons b~t,st~ for a: f'is{!al year is' equal to' the, ~Uril •. 

of-,, '{
l 

"(i)2 tilrie~ th~ RllIn t)f~ . 


"(1) tlie totalurnount:('fSo.}lf>'()j-t, ',', 

, , ",~.' :'" ',".',' "':'., .,~~, ./",,' ,.',:.- ;,,' ::,..:~,: ..;,:,:,.,:,.,;.: 

colllc~d dUling the .-fig'cal ,yeai' ,Ul1fler' . " 
'. ," 

.'," ... ' . , 

. ,'th~ State pIal).' approved, tlIlder 'ililS ' 
;: 

pai1. 4}). C!ase~ in which' di(~ sil:PI)(~:rt' (,b~ 

ligatJ~n 'involved is )'cquiroo to b~" ~L\; 
sign(~d to tHe State purs\lantt.o pati' 
A; and 

.
". :.::' .: 

'collected dui1hg the ti~al year u~lrl(~f ," 

"the State' plan appiO~;ed'~, uIld.e~' tlii~ , 

patt in cmses j n which the s;ipp(jTt(~o:; " 


Jigation involvctl' waS 80 assigt~ed' bitt, ' 


at the titrre of collection, is 'not, re-:", . 


qllin'ci to l:x~ so H;s~igri~'d; and' 


H(ii) the total afuount of support -col- • 


, ldcted ,dm1ng the' fis(~al yoar' lllider Ule'.' 
. -: .' ' 

. ".' 
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.4 
"" " ,",,' ' ': ." . 

ni~NTA(:i~s 1~,\SK1) (IN l)ERFOJtMANC~ l..E~dtu~.~ ,2 
;, - , ' ~ '," :. 

3 
. ,. ' . . . 

H(j) D)~JrEuMIN:",vr~ox OJ" PA'fl~i{N'iTY • 

5 ES/l'AllLlSli.sll~~T '. PERFOHMA::\CE LE,rfuiJ:~ 

4 

,',' " 

'. ' ", . " ' ...,' 

6 . The paterriity' estabJislllllellt per:f()rrhtaJ~l(~ci" " . 

7 

8 '. optionofth'c state,tIle rv-D paternity' es~"" ...':' .... 
. i; , 

9 tablishniellt· r)eI"(~llt.a~~ dctenhined. uilCler.·' 
. . . 

10 section 452(g)(2)(A) or the stat:e~~rlcpil,-

.11 . terirlty estahlishment: 'pcr~enta:ge . (let;er~ 

12 mined under sootiorl 45~r(g)(2)(B). 
.:, :', :', ,,: 

" .13· "(il) Dwrr~1~MINAT1()NOF' .APt:I.licih]~g . 
14 1·I<!i«'~J<~t.tTA(1E.-''The .apl)li(~ablc j)c~t~nt~ge' 

15 With respem to 3. StMtc's patel'iu1Y estah~ 

16 liSbtneIit petforii&aD(~{~ l(~vc] is'Os .f(jllow~; .' 
, ,.,' , " :'r"'"~' . "'; >::;" ,: '\,l, ':, " ... :: 

, .<' 

8.0% ........... , ......................... . 

79% ......... , ........................... . 

7.8% ......:.•..:.......................... 

77% ..'....: ............................... . 


,76%' : .... : ................................ .. 

751{, .. i ................•..............: .. '... 


~4·rtl ........................... ; ......... .. 

7~·%.......;:.............................. 

7210 ............ , ................ ;; ........ 

71r(l ..........: ........ :.:...............:.. 

70% .........;:.....:...:....:........ ~ ... .. 

(i~J% .;" ................................. . 

68% .......... "..................... ...... 

G7% ...................................... 

tH)% .'............................... : ..:...... 

f1.i")·rll .... :................................. 

64% ............................... :".... 


80rr, ............................ : ....... .. 

199::, .................................. : ... . 

78" ........... :...........:...........:.. 

17% If.lf."lf.~ ... I'j'_'.................. ,. 


.7:fI~1 .~................:....:................ 
> 

75%,' :.:....................... ~.' ......... .. 

~ . '.74 1(/ ................ ; ....... , ...... , ..... .. 


,??!" ..............................::"..... . 

727h ............;..;... :.......:..... ;, ...; 
.11% :.:......................:....;......~... 
7~ ~1· •• f.' ... t ••• ;.l' ••· ... .;~ ••. : ..... "•. *.~ 
H91f, ....................... : .............. . 

SS;9'i..• : ..... , ......... " .................. , •. 

67%' .;.................. : ..... :~'....... ,... 

66% ..................... ~ .... i .......... .. 


65% ........................:.. ;...:...... ' 


JOO 

9$ 


·9G. 
94 

92 

90 ' 

R~ . " 

"'S6 
H4 

,.".82' '" ~>' , '~ 

80 . 
• , 

'.19 
. .. 7A 

77 
16 

75 

N 
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'. '.' ':'" " " " j~:" ~. 

~,.l~c~bie· 
But. )e15 tbail: ". porcenfaKt'i'ls: 

" 
," • ~. l , '.; :. " . ," ',.-',,'/ "",'" . • -'j'. 

'63%......... :............................. (i4r., ......... , .. " ...................... .. 

ri2~~J ............. ,:....................... 637r,: ....................;.;.. ,., ..... ;: ... 

(n,%' ......... ~.............:.:......."..... G2$'{; '......." ............... ~............: 

G'09i-, ........... ".............:............ (il'/c, ....... , ................ : ........... :. · 70 


59';i> . ..... ;. ........ ............................ '()<l7r.................. ; ....... :: ........ : .. . '69'.' 


.. 

".:·.ii8 '.5'8~, c............... , ........ ; ... ;; .... :.,. 


579'Gi' ,.,;...;............:..... :.. ,,,, ..:... 5N?"".......................... ; ............ . 67. 

5(j9r; •. ~: ................................... . 57% ............. : ....: ............ , ...... · nf; 

f)~~ ...".,;.'...." .. ·<11.,.,1" ~ .. ,.~ ••. ~ •• ?. 5G% : ................. : ... :......:........ li5 

'54% ...................... :............... 51)%; .c ......................... :... :.... .. 

· 6" 
'. 

6iC7C1 f •••• ~'I.t.'l.I .. ,& ••••••:~~ ~:...... &4%) .... ~ .... ~.(.•,.... 't.l'I •• II.,;..........~ 
" 

63 

. 52"" ....................... ; ... ,.......... u':l7tJ ....:............:.:......:........... '62 


:)1 % .................................:.... 52?(J .......... ; ............ ; ....... ~..... ;.; f~.l . 


50% ':. 51%, ... ww •••• 4w_~_~.'~ •• ~ ... '~."H ...d~.; "(';o"


~% :.,:: :::: :::::;:::::~:;.:.;:::::.::::::;::;:;. :.~{)r., ::.".~ .. :'" .. • .... ·7::;;..::·::~:\·,:. J !.,. :;,./'~)'i~'~ .,;;t. ' .. 
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RESPONSE TO CALIFORNIA'S CONCERNS 

ABOUT INCENTIVE FUNDING PROPOSAL 


Background 

The current incentive system has been criticized because it is focused on only one aspect of the 
IV-D program. The incentives are paid based only on a State's cost effectiveness and all 
States receive a base rate regardless of performance. Most child support experts believe that 
this incentive system has no real incentive effect because an States receive the minimum six 
percent of incentives. This incentive system also does ,not reward states for other important 
aspects of child support enforcement, such as paternity establishment. 

Over 'the past decade. a number of commissions and organizations have recommended the 
adoption of a new performance based incentive system. National organizations, including the 
National Conference of State Legislatures, the American Public Welfare Association, the 
National Governor's Association, and several national advocacy organizations have also 
recommended the adopti?n of a new performance based incentive system. 

, 	 , , 

In June. 1993 President Clinton established a Working Group on Welfare, Family Support, 
. and Independence to come up with a welfare plan, including child support enforcement 
reform. the plan, detailed in the proposed Work and Responsibility Act of 1994, would have 
required the Secretary of Health and Human Services (HHS) to set performance standards for 
State IV-D programs and reward states with high performance. Other major child support. 
enforcement bills introduced in 1994, 1995. and 1996 by both Republican and Democratic 
members of Congress included similar provisions. 

As a result, section 341 of the PRWORA requested the Secretary to consult with IV-D 
, directors and reconunend changes: The law s~tes: 

... 	 The Secretary of Health and Human Services, in consultation with State 
directors of child support enforcement programs shall develop a new incentive 
funding system, in a revenue neutral manner; 

... 	 The new system shall provide additional payments to any State based on such 
State's performance under such a program;'and 

... The Secretary shall report to Congress on the new system by March 1, 1997. 
The Incentive Funding Work Group was formed in October, 1996 consisting of 15 State and 
local IV -D directors or their representatives and 11 Federal staff representatives from the U.S. 
Department of Health and Human Services. This collaborative approach drew upon the 
partnership forged during the Federal Office of Child Support Enforcement's pilot of the 
Government Performance and Results Ac[ (GPRA). Earlier efforts of this State-Federal· 

1 



9-05-1997 5:23PM FROM tv1ARY BPUROETTE 96905750 P.3 . 
'., • I 

. : 

I 

partnership produced a five..:year national Strategic Plan for the child support·enforcement 
program and a' set of oU,tcome measures to indicate the. program's success in. achieving the 
goals and objectives of the Strategic Plan. Using the same collaboration and consensus ... 
building approach. the joint Work Group effort between State and Federal partners built its 
recommendations for a new incentive fundmg system on the foundation of the national 
Strategic Plan. . 

The new incentive system should provide additional monetary payments to States based upon 
State performance for each of the five measures. The amount of incentive for a particular . 
measure is based upon established standards of performance. The Work Group sought to ~. 
create stand~rds'thatrewarded both high performing States for maintaining and improving on . 
their success and enc~uraged poor performing States to improve their resu~ts. Accordingly, . 
the Work Group consIdered both past performance and trends and data estl.IIlates for the furore 

. in establishing the performance standards. The performance standards adopted reflect three' 
objectives: '(1) incentives should increase as performance improves; (2) states performing at 
the verY' highest leve1 that we can reasonable expect should receive the maximum incentive for 
thatperforrt1ance measure: and (3) there should bea minimum threshold of performance for 
each measure except that States below the threshold. showing very significant improvement in 
performance should be rewarded with some incentive. . 

PATERNITY ESTABLISHMENT 

The measure for paternity establishment is id~ntical to mat included by Congress in the 
Personal Responsibility and Work Opportunity Reconciliation Act of 1996 for purposes of , . 
paternity establishment penalties. , 

'CASES WiTH SUPPORT ORDERS 

Establishing an. order !o pay child support is a critical first step to collecting support for 
families. This measure shoVfs how much of a IV-D agency' s taseload is capable of being 
enforced and how well the agency is keeping up with case backloads and intake. 

. I ' 

COLLECTIONS ON CURRENT SUPPORT 

The third measure focuses on the proportion of current support due that is collected on IV-D 

caseS. It gets to the heart of the program: regular and dependable support payments to 

farhilies. 


COLLEC,TIONS ON ARREARS 

This measure focuses on how well States are doing at collecting some amount of'moneyon 

those cases :having an arrearage. The measures specifically counts paying cases, and not total 

arrears dollars collected, because States have very different methods of handling certain . 

aspects of arrears cases, such as their ability to write off bad debt or debt which is 'almost 

certainly "uricollectible." 
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COST EFFECTIVENESS 

, The final m~asure assesses the total dollars collected in'the child support program for each 
dollar expended. Currently, cost effectiveness is the only measure on which States,are being 
judged. " 

California Concern 

The effect ofbroadening performance measures and removing the cap on incentives for 
"nev~r, welfare" colleClions will pressure states to iinplement "universal,~' child suppon 
systems. States should/oeus on public assistance cases and not expand services to the 
midtlle class. 

Response : ' 

The current: incentive system is based on only one measure -- dollars collected compared to , 
dollars expended. This does not reward the results that are so important to helping families 
such as establishing paternities and support orders and collecting past due support. 

There is a broad consenslis among States and other stakehoidersthat the five incentive' 
measures capture the key results of the child support program -- paternity establisrunent, 
support order establishmeht. collections on current support, collections on past due support, 
and collections per dollar of program cost. ' 

I' 

The existi~g cap on incenliv~s' for non public assistance; cases provided no incentive to move 
families off, welfare. The c~p hurt srates thal performed well on making collections for 
fainilies not receiving public assistance, many of whom formerly received assistance or live 
close to the:poverty level. States must make theirown decision as to the comparative 
advantages and disadvantages of reaching out to all families in need of child support. 
However, for the past 15 years, Congress has been clearly broadening the IV -D prog'ram to 
provide services to non public assistance families. States may serve all families in need of 
child support who! apply for services; indeed, Congress has required states to offer equal 
services to han welfare IV-D cases. , , 

, 

,I . 

The proposed incentive plan would not expand services to the middle class; these families may 
already be served by the IV-D program if they requested services. The incentive proposal 
would courtt every dollar collected on behalf of assistance and former assistance familie~ 
twice: this! will focus States on serving the neediest families. , 

" 
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California Concern 

Vze short phase-in period will result in increases or decreases oj up to $40 million 
depe,nding on their performance under the proposed incentive system. 

, , ' 

Response; , 
. ! 

A series of ,scenarios were developed for the State/Federal Incentives 'workgroup to show 

possible state-by-state impact. All these simulations were based on past performance (1995 

data) with no consideration of the reliability of State-reported data; there was no attempt to 

anticipate or project future performance. We are confident that. with the tools provided in 

welfare reform and increasing automation California's and other state's performance will 

improve, minimizing or reducing large,.changes in the level of incenti"v.es, states receive. 


California :Proposal 

Retq.in a cap on incentives earned on collecrions for "never welfare" families. expressed 
in term~ oja percentage oj incentives earned for collections on behalfojwelfare qnd 
jOfftJ,erweljare families; 

Response! 

Welfare caseloads are shrinking. 47 out of 50 states have seen their caseload decline, '30 by
I ' 

, more than 25 % . California has not seen me greatly diminished welfare caseloads that have 
resulte.d in,states where welfare reform has been implemented.' , 

By doubling the collections on assistance and former assistance cases in the Federal/Stare 
proposal, astrong incentive is provided to serve rhose disadvantaged families which California 
claims to serve. Collections on residual and never assistance cases represent only 40 % of me 
doubled assistance and former assistance collections nationally. This concern is a 
smokescreen; no state is at me cap, even California collections o.n never assistance cases is at 
24% of the doubled assistance and former assistan~e collections. Retaining a cap does not " 
affect the ihcemive scenarios develop by the Federal/State workgroup. Given the potentia] 
changes as a ·result of welfare reform, more families will be able to avoid welfare altogether, 
increasirig:the "at risk" never assistance caseload.· . 

, , 
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California ~roposal 

Increase the total maximum incentive a state can earn by increasing lhe weights of each 
ofthe five perfonnance measures. 

Response 

.Added together. the three measures at 1 % and two measures at .75 % equal 4.5 % of the 
I , ' 

collection base. Cost neutrality mandates that a new incentive formula will not cost more than 
the current formula. Allotting a possible total of 4.5% of the collection base keeps the new 
formula cost, neutral. Preliminary estimates of incentive funding payments under the 
recommended formula are within the range of Congressional Budget Office projections under 
cl.!-rrent law. ' The statute requires the new system to be cost neutral. Since welfare reform 
made substantial changes to both the TANF and child support programs, these cl:tanges and, 
their interaction must' be considered in determining cost neutrality. Therefore, during the 
legislative process, if subsequent cost estimates show that the formula is not cost neutral. 
adjustments up or down can be made to the 4.5 percent to assure cost neutrality. For 
example, if riew estimates show a decrease in the Federal share of collections due to separ'ate 
State programs and legislation is not enacted to protect the Federal share, an adjustment may 
need to be made. 

California's proposal increases the perc'entage of the collection base to 8% ~- which is not cost 
neutral as required by PRWORA. 

California Proposal 

Establish a threshold ofprogram compliance for states to receive federal performance 
based, incentives. 

Response 

I, ' , 

PRWORA mandates that Federal compliance audits be replaced with a system of State self· 
assessments. ,Together the states and OCSE have developed a strategic plan, performance 
measures and an incentive proposal that focuses on and rewards results. A threshhold of 
program compliance works against the for'ward direction of the State/Federal partnership. 
Compliance with Federal requirements will be monitored and assured through the state self 
assessment aq-d other tools; there is no need for a linkage between program compliance and 

5 
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rewarding results. Results should be rewarded, period.' States that may have significant 
compliance problems will have trouble producing the results that are being rewarded by the 
proposed, incentive plan and will not meet state plan requirements. which jeopardizes all 

, federal funds. 
I 

i 

California Proposal 
, , 

'Prohibit supplantation of state dollars with federal dollars as the new system is 
implemented. 

RespOnse 

We agree. I' 

, 
California' Proposal 

Phas~ in the new incentive system over five years, with the revised system accounting 
for 20 percent ofa state's incentives in one year, increasing by 20 percenr each year 
until/ul! implementation is reached. 

I ' 

Response , ' 

, This lengthy phase in disadVailtages high performing states who are hurt by the current 
incentive system. This perpetuates an incentive system not based on results but guaranteeing a 
minimum six percenr incentive despite poor performance. The two year phase in developed by 

, the State/Federal workgroup was a compromise between states who wanted no phase in with' 
full implementation in FY 2000 and those who wanted a longer phase in. 

6 
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'~r,~;\~~;;i\1ptl~!~?1i;~t'JJ¥~r~'ii~'1;'t~;,~~~~~;"t; ~t •. ..... .' .;\".". "t." "01••. ,:, 

.~: ~ ~i"~·~·.'(: ~>,.j: ·t~· " ": ':',:" ~:.:,,. ,". \" ,.·ChDd SUpport Enforcement Incentive Funding ·Formula 

ji1t~?;~~\.~}< .H' • ',... .' ,. 

~;,~(;~ri;;7~~~~~~~·~:i~}t,j ..... 'j. .':i~:.:::· ... . . 
::;~'?f"','~~/;;:~"~:~The 'PersOnal. Responsibility and Work Opportunity Reconciliation . of 1996 . 

fJ' '·,'%;tirequires the! Secretary of Health and HU~8n Services {HH~),'in Consultation With State . 
" r.\~irectors of:IV"PP":,granlS,to iecc?,i1ll1u~ndto Cong~sariew inCentive ,fundingsys~m 

':;i)the State child .sup~rt. enforcement programs 'Yhic~ is to;beb~ oil. program . 
:.\i.;.~: 7~;:\': ;(;~~,\;i: '.: :,:yr~}\;C)*'?pli:.,:~!:i.i~:~t~:~.;J:j\~l~:::'" ..': .,:' . .: ~", "'."0' ~..::.~~;;j:;:':. :',!i;'H:::';':Jc::'::. -, . ::';.;i','.'.~:;..'::.;;l,,;~'.~'t.;;j;,itt.: 
::A:~t~;")ln orderto'consult With 'State IV':'D directors. an'Incentive Funding WorkGroup was ·yn...,..."." 

·L:~J~~)~:I.~1':;~}:/~ConSisting of IS .state and 1~ IV~D directors and 11 J:ederal. staff .representatives 'fro.m.the ... 
};¥:~::,;ir:~',;,::.:t;~,:U.S..·Department of Health and Human Services. 'TheWark Grouphelcta series of meetings 
.'\;~ :;~·:.r::;·\,:;:and worked'over a.period of three' months to come up with the recommendations for the new, 

....... ;," :: .. ,incentive funding system.iState repreSentatives on the Work Group alsO consulted with State 
"-.. ,: " , ;JV-D programs not represented directly on the Work Group. The recommendations of the 

~.':-:' . , 'Work Group represent a consensus (although, not necessarily~ unanimous agreement) on the 
; ~.~ " . -':, new inceoti~e funding system. The repqrt' of the Incentive Funding Work Group is attaChed, 

" '.hereto.Th~ Secretary of Health and Human Services fully endorses the incentive formula set 
. ',forth hi the incentive Funding Work Group Report, recognizing that Work Group Consensus' 
'" depends on ~option of all Work Group'recommendations.Thisreport of the Secretary of . 

",': ~'Health and Human Services :makes recommendations to the Committee on Ways and Means . 
:" of the House of Representatives and the Committee on Finance ofthe Senatebased UPQD the '. 

..... :,reponof ~~t Work Group and addresses the need for further work in areas beyond the scope , 
>of the Work Group·s chatter. ....' .... ',:0:-. " ,',( '......"\ I>~<>::~;~" 

. ' .. I", ' "" . I' ',' • • , ....,'••. ~. ',',~" ' "''.~.' "'.'.;:'" ": •.~~~""::}~"~':'" ' •• 

··':Th~·WorkQroup~s Repon includes recOmmendations with' r~spect to otheriaspects of .. ' ,;,:;;; 
';program funding.' beyond incentives. for example. a reCommendation that the level of "~:~'":",' 

.'. ',Federal financial participation in State program expenditures remain at' 66 percent-BecauSe':'" . 
_:funher work may be needed on broader program funding issues, we .are sending the Work , , . 

.' :Group recommendations forward for consideration by the Congress, recpgnizing the,;',. :'.... 
,c,'.: ,~ ::.importance of consensus and endorsing the Work Group's recommendations with respect ·to'{~, ,':; : 

,:,~,c:':'\::":.:::'.:::,,:.the incentive formula itself, while reserving judgine~t on tho~:aspectS of the recommenda':' .. 
>':+~L:'Y:;;~,~f!;tions that address broader program 'funding issues, We are committed ~ working with the" 
::?T~1,:$:~:::{:Y;/~Congress on; broader' funding .i~sues arising' from the changing i.:Uifure .of the relationship ..' '. 
:~:;;'i/$~~' :.¥;:::between tile rrANF aqdchild suppon programs under welfare reform,:,:Bifur~tion ·'WII..........-JI 

,. \!,,~;mad~ '9Y states could.impacfthe'source of incentive ,payments, li.e~",~e 'F~erat .share .C!f. 
'~~:l.~lJections .. )We:a,reC()ininiried tO~orking with the"6ovemorsand'.th~"Congress to 1'(1le.ntl1':Y 

approaches ~at Will ensure that States do not use the flexibility prov.ided to' retain ]=ederal' 
in' ,state coffers. "~ithin 90 days of the submission of this r~rt, 'the Ad ' 

. . .fundingproblelP~ :'" 





,,;:,I.}:+~:.';,:~~~,:~,,\:~,\\\,;,',::': ,,:::',,:' ", ':" :jl,':": '::''',' ,:.. ,"'. ' ," .. " ". ....L ", " ~ ..1,'· • '. "'~<.,-.'~ .•...I • '.. ", 

/.;,:"-:' ; q,:- ;c' ')Over the past decade, a number of commissions and organizations have recommended the , . 
'. '" ':·adoption of a new performance ,based incentiv'e system. In 1988. Congress authorized the·:/:·..,,:;~;:, 

... ·:';·:>~;~::,:;cieation of the U.S. Commission on Interstate Child'Support to make recommendations to,::',::':::;:.: 
···:":·~:i,'/::".:y~·., ·,Congress or. improving the child suPPOrt program. 'When the Interstate Commission issued. ::;,:.', . 
.' . i ...../: ..;F . .··~ts report in August, .1992 it called for a study of the federal funding formula and a change of'· 
./:.": '::'~;:>'~~;:':"",the incentive structure to one based upon .performance. Other national organizations, ':':" ..,' '. /";>., . 
.., :·::.including the NationaI.Conferenceof SJate Legislatures, 'the American Public Welfare'" ,', 

,"::;':>:"~' ',; . :,:Association., 'the National' Governor's Association, and several national advocacy 
" :.,':' '.,',', ".·organizations have also recommended the adoption of a new Performance based incentive 

. . '. ·\S~s~m.,:,-<:~~; .::.~,",:...<.:' :>~,::" ,.' ,,'.,,-::~ .' , ...,.:,.:~:, . ,,,' .' .' ." 



•••• 

"'" ' •• -f • • 

<\'f;.::~ /''\. " " .. ;\, .. :t,~~~,:;~:~::~,/:St;ji.;.:.. :':~ ".'~·~?·l::·OJ::,~: " ,.c'. : '", ~ '; .:-:~. ' ""," •.;. :'." ,,',,">0.)'""''1 "',i>,"""; 

\·~~<,,:f;·:'·;~\,;~.:;,~;~,,':::~;~,!.,~~;:. ~,;' :. ~The new system shall provide additio~al payments to any'State based 
,~r".;"'~t~··.5:t~,:;;""~·:'(~~·:~l!"'·::J~," .. J>~· ..·",',"S' 'rfi d' h ..t· " ,.',
":~ .'::.,~: :~,;:-:," '<~":.r.,.;f :~,;!:1;<.;: 'r',: '."',~~ tate s ,pe ormance.,un er suc a,program, 

.:::{':,'~::>;i;f~~~;' ·;;1!it;,·~f'!:';.':;~~f~:'\:;::· ,":,:, >'::.~::: '~'~:;;'~,::~.i::'I,:;;):f~~;; "i\" ":~;:"~i\<:'-:,'L': .',;,;:!",.~:').','. '. ,,~' 
, " ,:t·,C~'~ ::~I~~\~::;~:\i1'~f?~tf~;.~>:-: ~ "." ~. ';:~':'The Secretary shall' ~eport to' Congress on the new system .l?Y ...........& "'II 
":;;\'.:':\:A~~~;~il:';';;t:~><:',E';',/{·~:i:,~·.- .' ..,,"::.·:,":,·;;·,,·:'·);~·.,:l·~'·,;;·c~·:~;":~~' '--·.;i~;'\: -, --:. ';> }'>;i:;~:-:;/'!:;':··\.:";,:~:'::·· .;.' ,i." : ., 

" <'·;),~.'~;}B,~:tThe InCentive' fundh1g Wo~k'GrOup'~aS fOlm~ 'in' October;--i996 consisting . I , 
....,·:t.:..::~\:~'>~JOcaI ry-D directOrs' or theiriepi-esentatives and' II Federal staff representatives:.'from,' ~~ _ .... 


··:/-;:1'1:~~;!~~f:>.'~~U:S ..'Department of HeaIthand Human Services. '::7his coll~rativeapproach drew:uPQn·.the· 

,', :':;'", ,~:">j:iL: .i ; Parthership forged during the Fed~ral Office ofChild Support EnforCement's,pilot of ;the.· ., .. ' '. 

,\'«'.';::: >Government Performance and':Results Act (GPRA). 'Earllerefforts 'ofthis State-Federal. ' 

, ,: ' " .' "PartnerShip produced a five:year national Strategic "Plan for' the child support enforcement' 
• " ' ''' " '.' program and a set of ~utcome measures to indicate the program's success in achieVing the , "•. I 

. "" " '.' ,,)goals and objectives of the Strategic' PI~.. :Using the same collaboration and consen.sus-' .r 

',I , ' " , '~,btiilding approach, the joint ,Work Group effort between State and Federal partners built'its' > . 
." , . , recommendations for a new 'incentive funding system on the foundation of the national ,!,'::."<·'";:,,~;,,,:,::,,ft''''''-'''' 

': ' ';' <Strategic' Plan. '. " ,. , ',,' . ' ..:;::~ ':,,:" 
'.'. ': .~' .~<. ':'~'"~''' t~'" :" ,~, r, ,,! c. " :""~~~"",,,: 

,'" . .l: 
l' " I ,):, " . . " - ~ , .' 

.. ;'. PERFORMANCE MEASURES AND STANDARDS 

,'..... . ':The: newincentlve system measures State'performance in five areas: establishment of ;., . 
" ", :'patemitles,establishment ofchild support orders, collections Qn current child support due:~, . 
. ' ... ,,:collection on past ~hild support due (~ears), and cost effectiveness. There was aconsens~s': ' 

'among the, )Vork Group members that these are the five most important measures in' .:. . . " ......,"~"",'", 
.<·~.·,deterrilinirig· the success of the child support enforCement program. These five measures' are . " 


'.i.. -::·'/;.'.,.· .. ,nearly identical to the measures proposed in the major welfare'bills introduced in the past .. ·: 

,:,",' . :.::,.'. :.\ ,:few.years, including the Work and Responsibility Act of 1994 and l;hePersonal R~sponsibil- ... , 


..~,'~.,':',":<' .'iity Actof t:996. ·The speCific equations for each of.these five meaSures were developed by , 
, ,:::.l:./::~·".,;·the 'Incentive Funding WorkGroup relying~ in large part, upon the national Strategic 'PlaJi> . 
.'..":I,j ,,":Thus, these measures reflect a widespread consensus among child support professionals" 
.,:,·:,;<:!;:~~{:ij::;~i·~;,,:;.regarding t~e major faCt9rs. we ought to pc lTleasuring to determine suCcess of ~e child· 

.f:;t'~M;}1~~P:~t~~i}~d'.?i~l~f~~L~'>'~~'i~J;';;;}9",.·· •. >. "•.'.. , ........... '" ..... ' '," ... . 

, :", ':;,:{;;.~·;:~~~iTh.e .il~w.·~~rentive.system provides rewards to Statesforeffee.tive paternity. . . . 

'. ,~.(;~"l~::.programs. rnris is .not i!lten~~ to wea1centhe provisions ofPRWORA that.Pe.i11lli~.. 
·do :~ot iiITlProv.etheirpert:qr.mance in. paternity ·~s!&blishment. 'r..iThe jncentiVe for .r.~r.<arr.. 

:,;,:.~ILG~'"~I ment'assuresthai resources are put into the child' 'support program based on 
... ' ··;'',V.hile ;~e"·pe~31ty.ta~en againsttheTANF:grant ~suresSiatec9mpliance . 

,·<"fi',"!.,',1.'".tthA paternity establishment r~uirem~nts ofPRWORA~o: ',:',,: ' '. '.' , ': . . 

Y:~'~ti:Jr-;t~8X' .'" .'.' . . . . 



.;;;".,.,..0:;"'....... 
ne~' in~tive' s~~~ shci~id proVide'additi.onalmonetary paymentS. to States·~~~,:<j: 
pen~i.mance for .each ()f ~~five}!l~ures.. · .nu~ amo~nt of incenti~eJor. aJ)8rtit:~.. 

:,measulre' is'baSed u'pon~blished' standaril8:ofperformance.<Jl1te W9rk (JroU,p"sO~ght· ,., 
;m2te standards ,that ~warded both high: Performing. StateS· for ·maintairiing and improving . 

. "'1" ,,' ". .'. , .... . . '. ...• ,".:, . 

su~ss. and encOuraged· poor performing StateS to improve their tesul~~ . ." '. 
Work Group Considered bothpastperfomuince arid trends and ctataestiniates for·the' 

"in estab'i~ng the performan~ staridards~ ':;.The, performance standards 'adOJ)ted . 
Y,.~tt,1'PP Objectives: ::(1) incentives'should' mcfease as performance 'improves; (2) states .. 
'~;;Dm()rmil1.I~· at the very highest lev,el that.we Can reasonable ~pect should~v~ ... 
.... .ilicentive for that performance meaSure; M.d (3) there shQuld be aminimum·' 

.: ,)~'; ~threshold of:performance for.each measure except tharStates below ~e threshold ' . 
.'.':: . ·yerysignifieant improvement in performan~ should be rewarded with some incentive. ,"':, . 

. '. ' ..... ', .," . .\' ~. ~ 

'_.: .•.. :, '·t.,'}',,' . '.~ :' _ .~ ... i ' "', ,v',' '. .. - ," '-', : ".~ 
.,:.leFor eachstaridard, there is'an upper threshold for the program to achieve, 'most often set at.' 

," ·', .. :··~:$O percent (and 5.00 for .the cost effectiveness rati(»~ Any State that achi~ves this:' ·::·~>t:· 
. .: .. "':~ 'perrormance! level, or any level above this, is endtledto the full incentive for that measure. '." 
. :'.': .' "",Thereasons forusing an 80 percent standard include a recognition that there are factors::~~:> 

",·~which will make achievem~ntofa perfect 100% SCQre, whether for establishing paternity or . 
" '.:col1ecting o~ current support, impassible .. There was consensus that 80% is a level 'that :::' 

. ". ' 'states can realistically strive to achieve. : For example, in some wage withholding cases, ."_ . 
I . . . .'.

".·•. '.because of the peculiarities of the calendar and payments cycles, payments may be attributed . 
. ' " ...., .... ·;to arrearages.· .In the last fonnula,where there is no upper limit, the maximumincentive.is ' 
, .... ':achievable at acost/effectiveness ratio a~ove 5.0 (i.e ....55 of child support is collected for':< 
., ....,., .' .' each 5I spent, to .cOllect it).." . ,.. . . , 

",."' .. I .,." , '\' , ." .~...... . " ". 

http:maximumincentive.is






. . ..,;~:.~:.;.: }~~~";:iZ~\J'<:;~~;~~~\:/~f,r;::,::~: . .... . .. '. . '.. ...... ..:.' 
·::l~·.:').:""Si~'~~i:'.;::';.."" current !incentive system on a percentage' total TANF collecltlOn 

..collections capped'at 11S%:of T.~.collections~ "'Collections (orincelltive. . 
::;~;. :".lh' those made onbehalfofotherStates.'C>·.There ai'e,severilI problems ~tSta~are 
:f :'.:'.: ::;:'::;:,'experiencing with the current formula which will be exacerbated in the future. i First; 
· <;>,: . ~~Statesfor whom a large percentage of the caseload isnon-TANFare effectivefybeing :":"}.( .': 

::.' /~:ipenalizedtxrcause they' cannot ~unt all ~f their non-TANF. ~lleCtions.. This.maynothave· 
:.'. ,,;;been a problem when the cap waS first established~ but as States are successfully moving .', 

· ,:.,: ::,.' '. peOple off of assis~ce, ·the effect of th'e cap is aggravated. Additionally, iiis,possible that 
, '. ·the number pf assistance cases will decrease over time as the implementation ofwelfare ". ,,,, 

... ,'. 'creform mov~s people toward self-sufficiency..The result ofthis success would be a. smaller 
· ;'.: . ., ..and smaller number of incentive dollars available to the States. A related result of capping . 

-"-:,'thenon-TANF collections is that States have less incentive to work non-TANF cases orice 
:·,the State has reached the cap.. The Work Group felt that States ought to be rewarded and . 

". '.' '. ,encouraged to wotkall cases.. Therefore the incentive base ought to include allnon~TANF 
· .. ' ..-collections Without' a cap as well as allowing States to count interstateci>llections. ,', ·<C?: , 

',', ...., .. , . ".: .' '." .. ' \ ...... , , ~ ;' . "i·.."' '." " ,: ''':l~·:. "-~'.:' " :!. .' ...:::~,~,~.. ' '\ ';" , 

. > .... 'The Work Group also felt that it was especially-important to ensure that states continu~ to .. 
.. '.' . Ihave strong: incentives to work TANF cases and former TANF cases. ' Collection of child ". :: .' 

... ': .. :.." \support for these groups is especially important to assist TANF recipients to leave welfare ' ' 
;. .; ,:.":' .and to help :them achieve self sufficiency so 'that they do not return to welfare .. :Since' , . . ' 

··:collection inTANFand formerTANF cases is generally more difficult than in non-TANF ~:" .. 
. : _.' . 'cases, andrlon'-TANF collections are. rising ai a f~ter nite, it is sensible to provide a heavier 

.~:.;':: /:~'L.::·:emphasis ori collection in'TANFand former TANF·cases. In' addition, collections' in TANF 
../: ..:" ....... ':,',caSes provi~es dir~ts;ivings'to the 'stateand federal govemments."~'Therefore the~or~'~\ 

. -·'·Oroup recommends adding cOllections made on former TANF cases to collections made on 
r''' ... ~ I" . , • -I' " .' 1" I 

;..:::,";;':k~:;~,.:-;r: cases and doubling these collections in the formula to give them extra emphasis ""'",,::r~;; .. 
....:"""",." ... "" added ~nefit of.mitigating the impact ofthe change from the. current 'i'ncenti .., ~,~:fJi.:~'ll~T~;:t;; 

• .,'~' I .' .: ",_ . ! '. '. _, ). . "', ' • I... '" I ";. " '.., ,".. '''''''"

'o,t!\J,c:".,m.-W1th.lts'capontbe non';TANF collectJOnssothaf the potential Collection base' . 
.. ..~uitable·· ." ··fomlul.a recominended is . . . . '.. .. 

'~~':'~~:~'.:~::~~'j: -·~i~~~:·~ ~'~~e:;:'"'i"'~f.:,:s:?..:t::(~\•.",:, 



."t' "~"::~"i:<::: ::.:.*::_'.",'" <.. ~-:~~',~~:;~:~,~<, '~" .'.' ,'., >: . ~... ,- _"";-'--1 -: '~'1: " , ,. "I, ,: 

;~uiTently, i~centives ,eamed by.ihe State Fhildsupport programs do not h~ve to be.........,,,,,,,,,".AI'I 
"State programs."'The result is that' money that OODles from the Fedenil inveStment in" the" 

support program can end· up being usedJor ottier,purposes~ :TheWork Group strongly 
recommendeo that S,tates!>e required to reinvest fed~ral doJlars 'into the child :s~pport ;' ~:'~:\,~;' ' 

,,;enforcement:prograrn.~Thi~would ensure continued irTlprovemen~.'adequate resources, and 
":the maintenail~'of highpeiformance level~~, ~', :"",:, '~":" ' , '.' , ' '.; .' 

':":'::7')::'>";:'):?'~\'::~,l::": ::: ',,': :l;';r:\~;~.t<:~:,>:.. "", .' . 
,,'FEDERAL :FINANClALPARTlCIPATIOfll . 


,';'. ".",' :,' ",',:~",::~~, :::: "' ,', , " .' '.' ,; ,",~" ,:.;' , 


:.~;:!>\:.:' .",Currently. ,the'Federal gover:nment pays 66% of the , of , the child ,support 
:,:.:)·t::::",:~,~/,,;:prograin .~saresultQf ooth F,ederal and State efforts ,ov,er tJle pa5tfou(years, child support ," 
,/,\,,,~,;':~;'~:':'},;~',;(;(;Uections ~{paternity~smbl,ishl1lent h~reached record l~vels. ::·~Y~t,,,,e ,still' have ~ 'long " • 

" ' ',~:':':i,;,,\:::t~)~yto go to .improve the progninl 'to,where it ,should ultimately be.,' Th(PRWORArequires 
.' ,~;,:}t~:\;}~'{[:;;:':~hatStates,implement, rnarlychanges to, improve the :~Perations of:th~i'r,pr,ogratns::The. , '. 

" ... :? ;:;'r'~~;~'}Gro~p. believes .strongly.that cOntinued funding'.af'thepresent levelis'critica1'to. en~uie ,that . 
.... . <'·~',~;states have 'the'necessaryslaff 'and resourCes to meet 'thenewJ;e.quirementsand ch3Jlenges> 

'" "'·;~efore,endorSerrient.oft.his\tundi!lg.level":'··'interid"to follow'" . 
COl1nm.ltm.e'J' : ' 'discussionsorithebroader ' ". "....', .......~;16 ·u........." 

,1,.. ~~'. 



, " 

: ':;':]n'addi~o~~' ~!iU~~tionch~ice~~ade b.;:'s~ies Co~iJi~~~t'cinyillceritive fu~ding " 
::1}~he Federal :share of collections will continlleasthe Source of incentive,paymehts~ " •. "" '" ' 


,': "v' ~;}Depending':on ~ow States structure Temporary Assistance to Needy Familiesprogtams,';'the 

':":';;':::',Federal shar~ of collections coulCl be reduced, threatening .the Source of ~ncentlve:payments,. 


;':,~,:::;;,,;(::;":C~qen,tly ,'~ the~ederal share of:~lIectionsJorFY]996 is approximatelySL297 billio,n,oL;: , 
::,'·,;,!~i:~';,,,,,,:,~ ;which $409 million is paidtc(States in incentives. ;\W~ will work with the Govemorsand ,the 

;;,,;:{J~~';{i:,;:t;;> '~:;'Congress to Identify approaches' 'thatwiUensufe lliat. states do not lise the flexibility provided 
_ .,,",f,·,r».." ""'.,~' ,.,' . I". • • ~" .' ,'. '\ . .' "'> 
:.)::t.~:j 	 ~1:/,l:(:';:;'to.retain 'Federal dollars in State,cpffers.,:;W~thin 90 days of the submission',of,this;· 

',,, ,.; " '" ;,'. ,.' .,' I . ,".' ;,' .,',.' '. " ."" " 

,;::':' : 'i:: ";"?the Administration will, pr~posea l~gis]ative, soluti,?n, kfthisfUn'diflg problem. ' 

",;, 	 ';, ' '\~:;:::::'::~'" '::"i~ti~~'i~;Ji~ :fhaf~e,;~ic~~~'atii!~tY:·~tdata " .", , ,estJlITUlL~ 
......,_.'nt ~ataand ,the.impact:of)uch"factoi's·asJuture(lemographic .. , ...........,_.... 

;,:~~,ddllt10.,'ai' 'FfdenlJ ahaState.efforts'are.criticafibeiore'~FY,2000 to 
produ(:e re:naole ,'data:upOn which' ' funding Will be b8sed~~atti~ :neettto ~n",,,.w."iJp. 
......." ••v,.. , 
,,''-',,:10 . ust.~~,lonWufa1~:, :', ~b~, p~ ~t1lal; res~l~;'~(the -""'-"~&"'~ 

',PR~O:RA~,>:~s';~tii~tin.tQ,the , ,,,~xibili~: . 'alsO' 'to""""'''''''''-'' dilffelrent 
,h', . 	 "such:aS"" ','''' , 

,'I, • '!:"':."'t m ':";.".',: 
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.·JINrRODUCn9~.,':~;;~:>~':i~:i;,i:~ii\\t:::~···~ ;;~:~.:;. 
,. ,.:!;.. :.',~::·::',';~;~~~:~:.:::;r,!':~::.'·A~'~"f" \ ::; ,'~J;n:::":':'~~:;'~:",(~,!, '" ". :;. .', ,.,: .,;:,"', <' 7:: ..•.. ' ..~.,> .' 
:;~::;::;"/:"\';?:'Ibe ~e~~3JResponsibility.and W~rk Opportunity Reconciliation '~Ft'c?f 1996 : 
~:.:::(PRWORAl ¥equi~s theSecrettH'Y ,.ofHealth' and HU,man SerVi~, :'in con.sultation w.i~ . 
j\ t" ,. ., "I \ "/' '., !'I,'" '. ".. ' ., , . ., ' . , ." ",' . • ,,'. 

::):di~tors'of State :C:hJld,~uppOri" ~forcelllent .(IV';1»; programs, ·toreCorll11lelJd '~. . 
.: new ~~ntive' funding s"stem.. fOr ~e States. which is to be baSed Qn" 'p'ertclmlan(::e 
~:~/~t::,~~,/.~~f.~'Y;~~~~>~~·i*;:~;;< ,~:jNi)11l,:·;:}j?~:;i\~':·ti.:~t(~;,>:~,;,;;:,':.1,):: ::~::: /{!.; 0/~;~,~.' '. ..........• '. '. ,'.. ,'J•. "';;'A'. 

_, '.' ;.,;;;;::~~:~·y.~;Thisrepo~.sumriUuizes the recommendations of. the Incentive Funding· . 
':\t['Z:);~',., :; ?'\\Ihic~ '~as ~~ven~f ~yth~~f~ceo~ .child ~upp6rt :Enforcement ,'(oc,S!?) in:lIl~ . 
.~.-:<'j :.~;;!.:,;'r;r·:')AdmlnIstrationofChildren and ,Fanllhes (~CF) at the Department of Health and 
. '·\~:~:,;~'·.::~·::S25,SerVices: ;TheW()r~ Gro~p, which Cf)ns.ists :of 26 representati~es ofS':S:~and locallV .'. 
'.-:""'~ ,~:.,:;-;,::;,.<:pro~rams,~S regIonal offices, and the OCSE ~ntral office met. three tI~es between,.' . 

" ,:-:':~:. ,"',~November, :1:996 and January, "1997.'Between~ch of these meetings, the Work. Group'. .' 
.',' .' ";'j''Circulated its:deeisions and recommendations among all of the other StateS, region by ~egion, 

" ..and got feedback and reactions to decisions which were then' incorporated into the diScussion 
, '. ' ,and recomm~ndations of the following session. 'This 'report includes the final :',., .,', :,,' , 

:," recommendations of the Work Group. With the exception of one, dissenting State,.the group' 
, .:reached cOnsensus on these final recommendations.." . ',' .': '., :.. :.' " '. ' .. 

"., ,;,.~ I' " .' (". -: :.", .. >.: '. .. 
" . ~ . 

. ..~";' "" ... .o ' •.'., .... :, ," " , .. 'i ." .'. ",,, .' . " ..... "', '". 
, '.. The recommendations of the Incentive Funding Work Group were built on the earlier " 

:.:' . :. ·'efforts of a joint' OCSE~State Performance MeaSures' Work Group, 'which met between March 
"':,':1995 and July 1996.:these effotis grew out of the work that had been done by OCSE and .' . 

/~;4he States, as Pan of apIlot program for the.Government Performance .andResponsibility . 
. '.. :'Act, to develop a five year National Strategic Plan for. the Office of Child ' . 

" .,: '·Enforcement ,and its state partners.' . " ..... . 
... ,., ,."~.",'",, ',,: ....~.,.:. 'J. ':'~'" :.,.",'.". ~ ,', "':'. , . 

..,,:: ": ;~ ..... ~.' .• ' ',: ':~'Th~'Inceilti~eFunding Work Group recomm~dsthat .five key perfoIinancemeasures,\ 
'" ,';'be used to'e~aluateeachState'sPerforniance and measure results in the ChildSupport ..... , . 
. '.' , ".': ,Enforcement 'program. These measures emphasize paternity establishment, $Upport order '., 
,}>:' . . ... establishment,collectionof current support, collection of arrearages, and cOst effectiveness: . 
;,' ',: •... ~,: ,'Incentives would be paid to the states based on each State's w.eighted scores on each of these, 
, ,',', ". m~sures and calculated and paid as a percentage of the State's child support collections. 
, ,::' ,':, ".' ", '; i('The detailS of this formula will be discussed ·below. :".' ,.:.: (,'. " ," " ' . , 
, . :.:;,~);':::.:-0~:,~:~':.:~;':;:)';',,>::t";;); .•.. ". '. ';"" '. 0 '};::~:;,~~~:'~;~':';;:<: ' , , . . 

',~ I~ceiltiye,~unding,Work Grol,JP urg~s. th.~~:the entire '. .'.. .... . . :. 
"VU"\l,V,F,,'I1,as a.",hol~~ckage, .'~f:which th~ individual pieces'fit togethert() ~h.ieve a.pac:JcaJ~~ 

desired i:esults. ')l,teration ~rany one piece of the formula CoUld shi~.theentire , . 
~:·C;":'·,'''-:\in".'......t..or:theinCen~vesi'n an' undeslr3ble wa'/' 'The ·Work.Group· streSseS that the riear tPtal" 

'~,t"I\n.C4:on '. ,among"the ,.,' '. ' ,tIli$:forrriula oifthe adoptionof ,,'.' 
:a 'whole., . . 



--." '·i.t;j~U~\:4~:~~(;f:i;·-'.:":;;'~.' jii,,>;\,t.". 

:r·;':'1n 'this 
'oisC~~~. ':'rhe geneiaI themes 

" .', "'.' - , . . ~y': ,:..... ' " ," 
, .' .'. :_,. ~ . .' " , • . . . • .., .. _. <l-:.~' ,"1 

.:'~C;>Standards.·The incentivesy~tem should provide additional monetary 
.. ·;:;·Jpayme~tst~·Statesbased u~n ,State Performance for each ofthe.,'five,.\ ' . 

.' .. ·.'t~l1leasures. 'The amount of incientive fora particular measure .should be~ased 
:. -'upon established .standards of performance. ," ....: .' . . .. 

...-"'~:'::.' ."<:;':'::"" ........•. '., . .':.:.,:.'.: "': '
.. 
i'::;.:,o.:ICollection Base~'The 'amount of pOtential incentive payments available 

:·.:,::::each individual State shoul~be based upon a Percentage of its own. State ' 
,:;Col1~tions·. its.·collecti0Il base"·i:'Thecollectionbase should include ',.

,__ .:(;~"col1ec~ons in· both Temporary Assistance to Needy Families (TANF) 'Cases . 
. ·('~:non';T;J\NFcases::;:However" collections in ;TANF cases and {oimer TANF 

,,:,:. ,,:.(cases should be. given more weight. .'r~·'/:'I' ," 
,..' "'::~Y~;\:fJ!~~~::~;:}~~~'i!~t~~;~ff~~~::'~:;" 

ftA...nI1 b~ginning iri Iisc8l ." . . 





. "," '... j"!" .(.,.':.....:" ..,':.~' ..~.":.~;/~·~~L:~.o.-., ,'",' ' •.,.~,,:' .<' '." -' . <r.: ,,/,.~ .. '-', ,>, ...... ~ .. <•• ,~::~,;.=:;:.,.. \' ,,:,/;;::,' 

five m~ures areerititled'io 'sOme portion of a maximum possible incentiv~~:-InJollrof 
. measures, :the maXimum inCentive is 'av&lable to those StateS scoring above a ihreShold . 

, ." " .."This target"recognizes tluit,foreach' measure there 'ale 'factors ~hich' wili make :' ., 
, ',' ,6f ~. Perl'eCt)QQ":score,whetherfor~iabli~~in~, patemitYor ~l~~~~g~~ 

. ,;s~ppPrt? ,~rnpOssib~e:,:Soltl,e~~)eyori~the control9,ftIJe_;IY:R~~e~sy.;':Jn' 
withholding alSes,becauSe of~e pectiliaritieS'of thtfcalendar and,p~ym~nts.Wyr..;I~. 

iDa1iitum'ts''m~ybeattributed to ~es.,\Iri the laSl fonnula, ",here thereJs,,~o ~ppef .. _.._,_.,-._•. 
. mum incentive isacllievable at.a cost/effectiveness ratio ' " S:O(L·· ,",.~..,.,_,._._..,

;'.;,slIP1Xlln'is cOllec~for eachSl '$pent·~ cPlleCt it).'c~;;~i~:~~L :. ,. . 
" .; :,~{~~£;h[ij~i:~~~!~~~h¥;';r~f~~il~i\~~~':"";; ~~:{;'_;'f.H'i5'k~, .'.," " .' " ' 

.'~;:,;';.'" ,r.;;;,....... .f~ulas each,,~ave lowerJiJ~iu, below \Vhich incenti~es.,are . 
'a large increase oyer'the previous year's ,performance. ':I;These 

,by examining current'performance data. " ', .::~: .:.' . ':,: ",' ..." 
. '" ,.' 

" . " .. ' 

, '. '. ." ,:•• ,' " ,!.' , , '•.•.•.••• ! 
':: ,l.' :,::-,~",\:, """" "":' ..; (

" r,' -.. \ '.,,' ~ ::::.-,'! .' \)" •"-<,,' " :,'{ ::' 1(" 

':. '. . -

'>Goals or the Strategic Pla~ . 

.' " ", " :;:Jri F~b~~>199S,'~e Fedetal Office of Child Suppori Enforcelllent arid its -State'., ,' •. 
,::tpartners achieved consensus on the adoption of a NationalStra,tegic Plan for the program.:'" : 
': 'The Plan consists of three major goals, as well as a number ,of objectives fot each of the' 
;;,:;goals. This effort was aresliltof OCSE'sparticipatlngas a pilot program for the ' 
<':;Government Performance and Results Act. '; , ' . 
. '~." ' .." .' 

~ .~'.... '., - . .-: • _:' :' 1 

, ~. ,:-::: ';' ;A'fte~ developing the goals and objectives for the'Strategic Plan, the next step wasta, 
'<;develop performanCe measures which would be used to measure results and the program's,' " 

, ,,' ,:>.7SUccesS in. aChieving the goals and objectives: 'A representative group, including some " 1:,:.1...',." ....<,<. 

, . ; (;::;J;; c::;:!~;,,~~members ofthe 'Core Team that developed .the Strategic Plari,Federal'staff ~d State, ': 
, ". ·".'irepresentatives. ·met over ,many mQnths to develop ,these performance in'easures;;which were 

:\agre.ed toby the'States iri'July ;1996 " '.',\ .' : :'.:" "::;,~;J:;:;:";':';'i'" '.' .";:'~ '.~, \'. ..'.' ,.<, ," ...... ',; . ',' :", .... ,. ':', .i'·,' ":,"'~'~~~'~?,;~::::;~::.:::':.,_", 
··:.t'::X\i,~::",,::<: . ""j'The Incentive Funding Work Group based much of its work on the groundwork done 
,':·~f;!>:~i:~·(: "f;bythe(JPRA Perforinance Measure Work Group. ';Thepatemity establishment measure is '::; 
".!t::{':' ." 'froritOoal :'J9f th~Stiategjc'Plan, 'All Children Have PareritageEstab~ished.The" . 
',':'"";';' , , estabIlshment measure Comes from :GoalII, All Children in.W~D Ciises Have' ',' 

MetlictiisuppOn,ort/:erS. \)The'~t 'threeineasureson current crillecti()fiS,'arfCars' 
'COllleclllOl'r'lS aild'Cost eff~veness derive fromGQa]'m,'All,Childretiln 1v-DCtlSd'RII','"11'''11 

JtI1';Ja1U':ltll" tUltt Medical ,s.iipPonfro", 'jJoti':Parent$,~ ":irdhisgoaI;the~, are several o·bU~::bVles 
mCludlfi2 ':19, ", ' . '. 'ColleCtion rate- :arid:~to,makeJhe pr~s '. " efficient 





,~.,.. ' :,::,.t: :.:~~'~'.~~~" .-:. "_'>";~"'::';':';~:'\~~-.t;'~;~z.~::"~-~:,\/.·:.. ,h<., .'\: ',' ",,-' ,i:<.'· ,~··"t., .. " ,-.~~:.:.,,~, . 

.........v ..' 
for a :formula that would not be' pu(intoeffect unti}·PY:2000.N\"Jth, 
~~%:;:li'I:,;i;::i~~;';J~sag~. of ~ePersOn'a1~esporisibi1ityand':WorkQppOrtUrutyReConci'iati,oriAcL~r:i~6; , 

"'~'U"". S~ppor,tJ3nf9~ment,.program is li~eiy to .ch,an~e d~aticapy.in,~~e. n~xti .~e",:.:years. ': 
effects onTANF3J1d non-TANF caseloads ;u:e~ncerwn. ,'Ibis limits .the reliability of. 

'aata' upon~hich·tJle"r&o'in;n~dations :Qfthe Work'Group 'are basecL:'\Btc8use :of theSe 
, , ,other u~ce$inties' 'abOut'ilte',ptogM:~thegtoup 'felt thatitwases~tial to build ':~~io '. 

,.0.......0,..','.I.:; :funCling 'formula ac'mechanismthat wouid allow the 'SeCretary/i~ . . .", 
, .;)Q:.reviewth,e·pi9gram.;~.:iesultS 8nde~anline anY'.unanticlPctted'and/or 'unintende:d 

sequencesC5rthe.'proposed,· , 'and recOllunend clwlges.baSedonthese actual:, 

,")~fli~ill£~~~~;~:, .. ' ..... " 

" 
, ,~ . '" 

" :.... ' 
.J' " 

, :.: ',~ 



.,:~ ..Some St8~~ wiil iose~oney 'under acost neuiraJ new incentive funding baSe(s" 
I.::' on performance', Because the current system 'is not.perfo~ance-based, each State ~ . 
. ' :guaranteed to receive a minimum of 6% of collections in incentives. -By moving to 

. formula that is .b3:sedon performance and, at the same time, is 'cost neutral for the'.' 

. ~'. ' ':;~ederat government, sorneStateswillcertainly'lose incerltivemon~y in~the~ture:;.; . 


~,.' ,unless ,they improve their performance. . . ." '. . .•..... ;'. ;~·;·t·,:f':~~'>;;..:''. '. 

,,' " .~. :~:-r,:. . ..,' ~ '. . . . ,',. ", . ~~. ';~ ~~',:~.~·i;;,~l:, .,.'.:.\' .:"\ :::~~::".,;'>f ," 

/'There must be built in flexibilit; .to change the $yste~ (basei onci>nsultation urn'''.· .." 

:States) if it is not wor19ng properly. If uninte~ded consequences are discovered, the 
. . ·"system· should be changed. .The world Will change dramatically under welfare reform 

. ··.·.and the proposed formula might need to be. changed because ofthat:-:-::Also;-in ..tIle .J::;: 
. '. ; 'future, with welfare reform, it is possible that ,thea measureeould be developed to ~. 

'. ")look at cost avoidanCe.';:' ':'i.. '.. . '. '. 
'., ':', ": .\,.' ~. '.;, , \. ~.' '.', , .':. :-':. ': .' .: . ' , " ! . . 


", '. " ',I, . ~.' ~ ',l.\, . ~ ',~';"'" . . 


.1:~.;~·: ':"There should be as much advance notiCe to States as PQssible to allow for proper 
. .. .,T't<' . ' ..·.pr,eparation, planning, and performance improvement. Advance 'planning time is .' 
. . ';"':; .... :n~ssaryforbudgeting p~'rposes, .for example. States need time to prepare for an' 

. . '.achieve data reliability. There will be an incentive'for States to clean up their . 

.'...... ·:7:jt~.h:V;~'?~%l~~i,ii~~':~'rib, ... '. .... >;,"i .......'.....•... :(K;'*!,~-;; .. . 

reCommended incentive ··funding system" should avoid pO$Sibilitiesof .'.,£>___~~' 

""",r...rn and. shouid alsOenCQtirage early 'implementation by the states. '. : 
,"';. '. ";"';"'., ... , ;).;; i;!:~~_1:A~i';~~:~~ffi~~X~;;:~S'j/i':'~h':) ::;-~?'. :;;;:::~:; f;r:;\;i~~i~.:::;\.;,:;",..:;;:"" ,'. . . 

::""c.;h"d""_"~" ....v ..·· ..... ,furid some part of their Child .Support' Enforcement program.';. 
~fm~md~lted .kl'..fund.~.~.' ortheprognlm~:,The\\lOtkGroup expressedconcem' . 
.'. . StateS that~an(~rn8kingprofitS·o~' the ChildSllPpOJt Erifotcement '.. ' . 
:(~Witho~t-,etui'pingthCse~efits to. Jhe PrOgrani:"~The 'Work 'Group.'iIsO :feltthat· 
'~;i,:ilnpc.rt8l.·'l1,t t(;main.tain ihe.cti,,!1:e~t l~y'el of:f~~raffinancia1participatiQn :(FFPjat··......1&..••: 

uecf funding a(the',piesenU~vens'criti~to ensure that stateS"i1&ve' . 
necessaJ''V "and resources to',nleet'the new requirementS and challeilges~··· . 

<,','"' , , ", ' . .. " ., 



'. ' ,'in (,rderto'keej)the inCentive formula 
:"c;lmnll... to understand, explain,and administer, there are certain consistencies 'in a,l[)Droac:n 

, ,allfive meastires''7AJ~, ':,there is :a)oglc~ .,the five measures chosen ',~ ;th~Y 
>.,~; .;,' ~,~." r:en:aphasize the 'loglc8.l develoPment stageS·in a child support enforcement case: .......,"_'IO£"'U"'& 

;:);\;}§:;:;;7,~:,/:,paten1ity, establishing asupportp~er,' ~llecting current s~ppOrt due~'cOllecting 
,0,:;i:>fi:~:;'L::;'~j1;~OWed, and doing all ofthis ina,Cosf e"ec~ve manner.:'.. ' 

,:,,::?:~\,~~:~;, '} t', .'~, ."j,r~: ::"", ",-;;' ,:::, ,:~><r,;,.' '>;-;, .,:,<: ; :j":',;":, , ,,', • . ,,- ' ", 

; ,:' ", ' 	 ' . .: ',States want their performance to be Judged and compared WIth theIr own performance 

,'in',the previous year. These measures are cOnstructed to compaie a State's performance to' .
:itself, not to,a'''national average:" ,.: "'", " ::,";:~" ::: :,~"/:,),~:":::':,r{:~,,.';,:," ' 

•, ~. , '. :' ~ ~',." •• :, ',:.- ':',: '.~ ,d, 1-'" :.~'~:' ~-~-, ··.i;':'~~"'~'·:i:~:~~\~y;:ft>';~!.':;'::~:·:-

," ',' /l~ ~h ~; 'there is ,an \lP~r' threshold for ,~~h State to a~hi~~e~" ~~~t~~~~' ~t at :,'" ' 
,,' " ,,80% (and 5: I ratio of collections to costs f9rthe co,st effectiveness measure). \Any State that) , 

;' ' :,:,-::',achieves this performance l~vel,or any level above ,this, is' entitled to th~ full incentive for ...•~:, ': , 
:, .. ,' ",that measure., -',The reasons ,for the 80% vary across:the,measures, ,but in general they include' 

':,;:':., ',' ""a recognition that this is aleVelth~t States can, reali~ticallystrive to achieve. ";'~tthe sa:ine," ' 
,', '. , : ..,\:ti~e, the 80% recognizes that there \vill always be some cases in the caseload which, 'for a 

,', " __ ' ::' - .~variety of reasons, will be impossible to work successfuily. ". , . 
~.":I' , ' '.:'. • . :',' _" 0~ ••, " 

,,:":, i ..Atthe l~~er end ~fthe ~e in each ,~~' there is a mini~umlevelbelow which the " 
',,' ~,', ",,' ',;group felt that Performan~ Should not be, rewarded unless a State demonstrates a Substantial . 

, ':'," //improveme~toverthe prior year's performance. 'The group believes that substanti8I ",::,::;4;;::,,' 
'.c,',' , '-improvement should be recpgniZed With 'Sol1)e incentive funding, though nevermore ,than 
'Y>:,'of the maximurilinceniive 'possible. , (The cost effectiveness measure is,theexc:ePtion to this 

:~'f\;':iule~) :this mechanism allows them some access to funding if-the program is moving 
"sufficiently qtiicklyUt.the right direCtion: J:' ' . . 

• , ' •• ~ " i' .' , • .~ <, • 





~""'""".~':' ,J'.". ,'" "." :', ,,",.~.'"' .?,:~.' ":"::: :;:"." :'~' !",. ) ,.. :'.',~.:,:".;~.", ,"t:."~'::'",.~'"~·:.·::~:: 
',' ,. ' " ."If a' 'State is at an :85 ",~performance lev¢lone ,year, .jutd,i~c~lI? '86%, ith~ '~ollowirig . 

"', ':',year,'1t woul~be .su~jecfto,:a,PeOilty for riOt ,achlevirig a i 2"JncreaSe in, perfoririail(:e~~ .' ' . 
. . .• :~>:'1ncentive 'Funding Work Group felt that the State shoUld be rewarded ,for its " .level 

. .' ", 'b,y'receiving l()()~,c:{tI1e,possible incentive.to encOulag~:~~S~"~ . 
.. .' ;~'The paternity iricentivels.8J\,il)tegral p~ of ,thereco~iti~jtp'd.rc=",raro 

~performance in the range of required ,program~tilts, 'and,assuch~ 'pients ,',,,'''U.'"'''UI~' 
'ftotl',!II1'ti'l 'Q(the ' for a' " . : The sc8le "for the i~centive . . on nah:a",,'1tu 

;·\80% and ~bove """.' 

. ,"79% . , 

·96% 
.··,····77% .' . . ~ ."94% 

.', '92% .: 


'. :75%:"" . 


·:74% 

~'73% .. 

·'·· .. 84% . 
" . ) )', 

,'.82" 

http:thereco~iti~jtp'd.rc
http:incentive.to




':"9% 

,'78% 



l"""'l~ on' . some G,lIIVUI,n 

:,.,mlnn',f,'V, on'~ose ~ha~ing U ~e:. '~i:rh~meaS~re,speCi~pallY'Counts.:payi~g..-..o....s_' 
,not ~ta1 ap-e,ars dOllars cOllected, ~pecause 's,tates have verydifferen~"rile~ods ,9f 

..0,....._ ... ' ·~pectS o{irrears'~;'such 'as Uteir ,ability. to ,write offbad 'debt' or 'debt:,u'·J"..,u"n 

,,\aImost'certainiY··iincOllectible~·;Some' 'states'aggressively ,'seek'Ju~gments(or ," , '. 
.~ ,,~,;~<:;'assistanCe under', State 'law:"Theyalscihave aiffer:ent~liCies on case clostire~ :: , 
, "', : 'some States charge interest on arrears; which is cOnsidered additional arrearages, 'while:, . 
" . "others do not.~ jnm8nY cases,laige arrearages already e~ist when an individual aPPlies" 

", "" ",:'assistance or seeks services under the program. 'Given these differenCes ill practice,'lhe ,grailp 
", \found no tenable methOd for completelyleveling the playing field among the States. ~,1be, '. " ' 
; ',' measure selected 'comes as close as,possible. :,In this measu~, the group recogn~ the ,.' 

, .:, .: ' ":strong,expectation of policy makers that inroads be made on the collection of the ....',y'JII"",.'" 
.:;.,,\'~:'~e.,:'\':': ',' , 

',;,' :~'~"Th~\;quation for thi,~J1i~ure.is bel~w:':,/,:· 
"': '~::' '~ .• ,"0 ,'. _,". ~P' '';'~:::;,::. '::, : ,/1> -;~'. 





. .. <. ' ... : . 
.. ," . . ~ .,-. :: 

, ' 
.:' ':' ::The' ~uation' for cost~fi~'~en~~s i:~ as ';~llO~S~ . ,", . 

, , 

:;;:,~tal: ~V~DDQll~COll~~/~, .', ; " ,. 

',':TotalIV-D Dollars Expended . 

: The incentives would' be based :on the scoring in the' table below: 

:'CE Ratio ' ..... '" . 

5.00 and above 

, 4~50 -'4.99 ,: ' :'.,'" 

; ", ":4.00 ,-,i4.49 

',' ;:", :'-3.50 ':"3.99 



}~'j~t~Jj~~~~~~~~~:~~·~~,~~i~?'!l;,'s\;'C:''';;i~;i~i;;'X~' ,'> • " ." . 

. ,.3c':~:~~:;~~)\'INtENTIVE Fl.JNpING WORK GROUP R,EPORTTO 11IE SECRETARY OF 
'.,7~~:f~~f~~:&i~·::, ,.' .:;' ,',,"::' ',: ~." , ' 
''''.'~',r;•• ·,·",'WElGHTING 11IE MEASURES ·,'.:~\\~!~~~,~<;r~', '; ':...;,\.:':~ ..::;!\t,:::.~)(~±\,,:. ,:-" , ',i';',' • ',,' '.,-:.' 

,:,:,::;'~:\f~~1:#,;~;;~/' J, :.?~"'~Eadi '.;Sfate ,~ri .earn flve incenti~es based on' performance 'on each C!f the'five . 
2:,<::,rr~~~~:~,8m·e8Sures.,':'~ow~~er, :~ere,\yasa strong fee~ing,amQng mem~s of the ''York-Group 
·::2·::':.'~:;::::,t :;~r1leasures w~renot of;equal importulce and should riot carry an equal welght.:A-fter 
",; ,~,,:;:,:!;f'~' ;;discussion, the decisIon Was reached to count the first three measures (paternitY and . 
, . ,~:-esta.blishmen'i and' Collections on current ,support) slightly more 'heavily than the laSt 

. :':;':j·,;.-::~1f~~i~:~(collectionsprr8irearS,and cost effectiveness). ':·For each ofthe' first ~ree measureS~ll' ' 
· :',>~!: '> ';~';'~reearns.J%.of..the~expanded .collections· as defined below~:':Lo\yerscores earn a" 
.':.:\.'\ ):proportion ,ofthe 'l~%/;the last two measures ate worth at a 'maximum .~75%·of the.;

." '.< 1"., , 'l.J· . "." '.. . . ' . '.' . .: 1 ," " 

'.,':<::: ,.....,·):~expanded oollections:··,Lower scores,again,earn a lo~erpropoitionof:this /75% .. 
':..:·:<:';~1t~/,;: choice of ,1 % and .75% derive'.from the neCessity·of using·a cost-neutrality 'factor that, 

,: ;: ' .. >:?\ ::ensure that the amount of in~ntive money paid.out under the new formula approxiinates" . " 
. " ,:. ":' ".,:' . ',amount that would be paid \1nder the current system. Minor adjustmentS can be made irf the . 

:·;'-:percentages chosen,ifnecessary, when ,final CBO projections ate made.", . . . 

· ,': "','-.,":.', '.. l 'ItS~~~I~ ~en'~ted "th~t the weighting of the measures is one of the areas thaq,e,ople, " 
.. ': :'., ." felt might need revisiting after the program is in effect 'for a few years. At that time, " ' .;:::'<", 

" :~:;;, .' :::siinplicity may dictate giving all measures an equal weight. .Or, 'on the, other hand, the Child,. 
Support Enforcement program may seek to emphasize one aspect of the program over others. : 

'. '. ". ... 

,Shifting the weights of the measures accomplishes that aim. 
, , ," .' : . , 

'INCENTIVES BASED ON COLLECTIONS 
. .' ~ 

:, .';. 

.' 
'~ '. 

.:<\ ',1 ~ 
. j ~', - • '.' . .' " , . . !.. • . . , •. . , 

. -' " '"The current. incentive system is based on total TANF collections apd non':'TANF . 
.":' " 'cOllections capped at 115% of TANF collections. Non-TANF collections,as currently . 

.' ';', :,defined, includes cOllections frOm former .TANF cases.nere are sever31 problems that '. 
., . ',/States are. experiencing with this' formula \iVhich Will be exacerbated in thefuture~ ~First, : 

.,: ';', :•. ~ :those ,States ·for whom a large per~ntage of the .caseload is non-TANF are being penalized ,1.-'-' . 
,';' .. :becausetheycannot cOunt all of their non-TANF cotlections.Thismay not have been a <{.:. >. 

',: ..' "':problem when the cap was first established•. but as States are succeSsfully· moving people off·:, 
':'::"': ,;of assistarice.:the penalty continues. Additionally, it is possible that the number of assistance . 

. . . ( ..., . ..... .'.' ..' .. 

,.. ::;" .., 'cases will decrease over time as the implementation of welfare reformmovesJ>e:OPle .toward' 
";}:::~ ..', .....,... ~!~li-sufficiency .. ·::\'fhe. result of this 'suCcess would be a~mailer.and smaller number 'of 

, ........ " .... caks'and 'cOllections' which would result in fewer incentive dollars available to 
;Anotherresultof.cappingthe npn~TANF col'lectionsis that States:have;less .il'l·e:entlve 

w~rk~on2:r~Nr'ca.ses·bncethe State has reach~ the"<:,Bp:'TI)eWork gro~p':'(el~t'.· ' 
oughr~:be .. rewaraed . encouraged to work all cases~:~Therefore,the in..~..'nhv,", 

to· .. all . eases WithoutB:.C:aP~C: 



, ',' . '. > ~ ,"~, ~""; :. .,;. .' ':(~"rt , .•' .~:.;';:;. :~:~;~:~.~.~,(: ,~: '.: :.. :: , ;.: ;~: .::;;~ ~r' • ~;: : •• ', ~ ;.'~'f·::"';;-'.~. ".: -: :j':' :...'/~. - : ", 

.... " ',' " . ..and former' ~ANF caSes is' genemjly more"9iffictilt~1l'Lnor,a7:r . 

.. ,·;·t~, and:. nori:;.r~N.F co.nec~onsarerising at afaster rate,. it i~:;sensible .~pro,'1de a h~vler . 
'c" ¥emphasis on !~Jlectiori inTANF·and formerT;ANFcaseS.'·'11l ~ddition,:,oo.llec~o~~ 'lo'TANF· , 

f,'r~Ai~\?:'J'2'ses,'proyides ~irecl,~~gs,~~~.~ta~.~.d 'f~~l'atgov~m~~nts' ;Tqe.~fore~)~~;~ .' 
"....n."'..." recommendsaddlOg collections made on former TANF ,casestocoll~tions 
.ANFCases·and doubiiJ;tg th~ alneCti~nsln :~e forn.tu~~~· g~ve the~ :~~ti-a. " . ". " '.. 

.'has the .add~ ilenefit.of~ipgating the impact of tfl(change ~I!l~~,'current.incentive. 
:':_ystem With itS cap 'on tile non';'TANFoollectionsso·thal'the potenti8.l co,llection base .. 

,,' ,.. '..'...... :~,;be more equitable to.siateS.~~~ne: Qrmula ~tthe~Woi'k G~up ., ,0 '. , • 'is as ··n....iLl_ 

,~·,~~~;~li~~[~fi~i~~~~~f~'~t'C '.' 
.: .... ·'~i!~X;~~k~,~y~~(i:~;$i;;~·~~, ..,' 

'::'., .:.:.'i:~There is 'no question·that certain' State's ',wili lose money by using " new.·ir·,...,..,nth/la 
/'Jundingformula,which is required to be cost neutral. To migrate from a systeJIl that':.:',. 

,: ,; ". ,:'" .' ',guarantees' a minimum incentive to everyone,regardless of performance, to a system that. , 
... --: ':':: ,>';based on rewarding Performance,:~me'States will receive lower incentives..To IT'!itigate the 
: .. ,.:;: ,'.' ',;'Joss of incentive funds that have been :usedtofund the program over. ·.the Yeru:s, ·the, group'· '. 
. :......... 'irecommends that the new formula be phased in over a one yeit .periOd.:to·aCco~plish thi 

;... .. ... ,''for 'fiscal year 2000, a SUite would.earn halfof what it would haveeamed under the old 
,incentive formula and half of what it eamsunder the new . formula.. ~In fisCal' 

"""~2~1,thenew fOmlulawould be' fully . . . 



'. .' 

':':":t';;'~::;~?'r.';""';~":':;~;;7;.::'.'. . .' .' 	 . , 

!;~'\~;:To :'iliJJstrate.the W~y , incentive .funding formula ~ould work,.we·,.vill take' 
ihYpOthetica.l ease ofthe State of Xanadu. 'Let's assume that for Xanadu, the incentive 

.,.,;."....."...\'.. . . base'as'd~fined preViously 'ls$SO,OOO,OOO. )Jhelnceritlvefuriding :baSe' is •. 
~ • " ... lit ~ 	 , , •• ~"'., '.'. •• -.-] •• ,~. " ,; ,-\' ' • . V: ,;: ., ", ~ . ' " '.. ' 

.the .maxlmum values established for .the.measures; e~g.t~it"Jor :the" first three Im::UUITC:S 

·..·.·,7.5~.. fof. ;thclast ~Q\me8,su~~··.TheProductof~a:t ·ca1'ctitation..is 'found'in . ',. . 
'. •.,'. folloWing table "illustrates the seoresthat Xanadu #:ceivedon the 'five' ..' .. 

t~:~1~;;~tt~;;l:J)C:rf(>r'rr'I'a'nee measures aildtheir maXimum value derived from standards tables'" .... 
;:,'i.... . . '.' '. , . , ." '. " .,' ... , -" . ', ,,' " . "'. .., . , . ,;. '. .-", 

';J~";;.caUII~. 	 ";O.iv,en these 'sCores;thenext step would be to multiply each score' 
v8Jue cifthemeasure iOget;{iOtat incentive'amount.. : ..... . . 

,·':~trSf:<~~~~'{~~~1d~~~~~~~t:~~;:!i;{3:.;·~:~:·~·r" . '. ." 
:'Xanadu" .. :·Maximum 

.' 'Value of .. ; 
;lnceritive .(S) .. 

'.' .,,:'{B) 

, .500,000 

, 'SOO 000 . t. .' 
... -' 

;SOO
t 
000 

. 

',;375,000 

, "375000 . . t . 

TOTAL' 
INCENTIVE 
.EARNED 







..~'~5iS1~\;~~ii,~;:. ..... ~. "".'. '.:' ...'...... . 
SOCIA.L'SEC1)RITY.Aq "";',, 

, "c'+,:', .. ', ',': .:; ,'" ,". . , >':':':/};;;:~;$~f~~~i\:~':">' 
,.I, ..,;,,.{" T',". Sec. 458. paymeD~.toStates,~,,,!,,.;'!':·":' . ' 

:~~:{::!(/'~>(~:':, " '. ;'. ' , " ,.' "..... i,::·,\:'t)':'.:~ ':":~~' ,; <·;,;,~:r~:·. ,', vi' :: ',.,' .• , 

,,"',:i.:, ).i".;;;:'~;''''(a)·:Purpose· requirement· quarterly payments ",.:..', ':":!~ ,;~",:':, ,,;r'. ', .. 
... j',,' .::,.; :,~1"'V"" . i<;?::,"./:i,si·':;,N}~';~J;: )r/Ji:);~~*cir~IA:i;t#~~~h~!,~;tr~;':'t'::i~.;~';i{~!;l:~\i~:(;;;<~;; ~:C:i:j",S>;;:'~i':;'::' , " " ' 

~~:;:;"nln order to,'encourage.ndreward 'State 'child suppOrt enforcement .: ',""" 
~;,,?ji;~perform in it. 'cost-effective and efficient manner t6secure support for all c~ildren. " . 

?;~d' .C::!have, sought assistance. in ,securing s~pport. whethe(suchchildren ~ide Within the ': ,',' ' 
~~:'>;:' :;~t,State, or elsewhere and.,,,,hether or not they are eligible for assistance under a'p~grarn 

.,~\.):,~funded un~erpan'A,'8ri~regardless ofthe,eeahom.ic circumstances o~ their .' . ' 
:::':r~::~\the Secretary shall. from supPort CQl1ected ~hichwould 'otheiwiserepresent:the 

",' ,;. '" ",\,.~:~:;:,}:.;I'Federal share ofassistan~ to familieS of noncustodi8.t patents. pay to ~~ch State '. ,.' 
.:;~~t<;~/,;{J:·(:~lX?:;':' .,.':;, each .fisCal year, on a quarterIYb.asis (as'desCribed in sUbseCtion (e) of this '~tio~) ; 
'~~l'!~'i''.::·:;·'::~rf~.\? " :beginning with the quarter commencing October 1, 1985, an incentive payment in an 

':" }::,:: :'. ;,"::;' ~:,: ,:,.,.:,:' :. amount determined under subsection (b) of this section.' , . " , ' ,. 
.', : ::,..~';.~ /,':i' ~~;' :J:~"'" \. ; ," , ;. " : ' ' .'.' ,-.,./ 
, ~;'f::'}:';- '~;':, .;i~. I,' "~~ . '. ,'. -, . .-o__ 

'.....<··\·,<:.. :'·!'··i~(b) Incenbve formula 

·.}~;~~il';lt~i'it:...·.,"::ii€{~~;:~;';s=;~~~~:;~;;~:;t ... 
. 'State: pursuant to section 608(a}(3} orsection .671{a}(17} of this title {with such total 

amount for any fiscal year being hereafter referred to in this section as th.e State's.:.title, 
: .:"' 

':',;IV-A collections" for;that year),pJus " ' ,".' " ...' . " .. ': ..... .;' .. 
.; ,: '..;.~ :':;(B} 6 percent of the total.amount of support cOllected during the fiscal year in '. 
.. all o~er cases under this pan (withsuehtotal amount for any fiscal year being ." '. 

",, " ' hereafter referred to in this section as the State's "non-title IV-A collections"for that 
..:\r:;",.;-;:;year). . , " .,' " I' : ::)"/'.:.',< 

'\··';~(2}.If su~section(c} of this secti()n applies with respect to a'State's tide:Iv:-A" 
. i ';:, ;•. cOllections or non-title IV-A coUections for any fiscaI year, the percent specified'. m ; 

",:>;, ,paragraph (1 ){A)or{B} '(with respect~O.such collections) shall be increas:ed to the. 
:";:higherpercent determined under such subsection (with respect to such collections) in 

· ..~;deterrilining th~ State'sincentive payment underthis;sub~tionfor ,that yw:~~;i~~~1.;~;i;' . 
',,' _ ~. _ - _ ., _ • " \ , •. ' ," " '.".C>- .",) th_, 'M 

,. '.: ~/;", ,-,}(3) The dollar.amount of the, portion'()f the State',~ Jncentive'payment :(of:any' ~. " 
. . y~fwhich is determined on the basis of its non-title IV~A oollectlons':llrider' . 

;:4:PlWI~n'ilJl"',n' {1)(8) (after adJustment under subsection (c) of this 'section ,if. .' ." , , . 
'. ,.. ~hallin no 'caSe eXceed-:7'.': .;,:,;~i~f;f~";:> .. ~~~L::.J.. :~:;>: ::iir:~:::~:~:"~:::::~'':\': '~t;~~~:~jt~f';;~:~;'[:' , '. , 

',,';:~';:J(A) the' dollar anl()unt ofthe portion' of such payment whiChisdetenriinect . 
'~a5is"Of.its title N~,A.cOllections u!lder.paragraph , . ,~justment,under 

~~-l\sIJbsc~ti4[)n :{e} of this ,section -if ';l"""t!·:~2:.~::~:~·:,·~ .>" , 
jappm::aDleJ m'the C8.se of,'fisciI ywJ986:6ri987;.... .' ',', . 

;':j(B)<lOS pereeni'of.such dolJar amount in the caSe . 
. (:ji,,;{;::,,:::..:,:,,;~:,;;~(,:,+·~.:::,;;~.~";,;,iF~'\:,,(:<~J:U·::.,i ;.'>.:.',:;.' .... :,;: " ., ' ' 

"',' ,'i}..~(C) 1'10 . 'of such 'dolJar .. :in the case of fiscal 

.··.~~~~~f;tt .... 
';~<':f" '. 

:,-..1..-,;: " 



"";·.;;:i..~~I!~~lt~~1i'~~?;C, ' .'" ,"',,,':,",'2~ ~.; 
, ,:, ./.. :.t-:~~/ "" ,~;:.' ,.:,::1990 or 8:IlY fiscal year thereafter. ., .". .. ' . . . ' 

.. ~.ir·;§::~::~~t".,~:i::~~'~::.'; :,;\ ";.. ,':': ,(4) .The Secretary.'shall make such' ad~itionalpaynientsJ tb:Staie . . " 
'''::;;;f1~:'~t~L': ,.:?:;:,)~part, for fisCal .year 19~6 or 1~87,iSmay be. n~sai'y .to aSsure that!h,e)otal~ou 

.J~i~~~?;?{i/~~}:'? ':,ofpayments under ~s section and section 655(a)(l)(A) of. this' title for'.Sudifiscal ';' 


, . ~~J:);"'~'" ·.. ·':··,;:;:; .. ·~::~year is ,no less than 80 percent of the amount that would have been .payable to th;;lt 
,'.'~,j~~' ,{\<'~State and its pQlitical's,ubdivisions 'for s!-,ch fiscal ,year under this sec,~ot:" and secltion 
,;./:;<~..~ \:~;(i,65S.(a)(I)(A) of thistiqe if those'StX:oons(i:nCIuding th.eamendment 'l1!ade.~y ,section 
" ";:/':{~ ~:;~~(c)(2)(A) of the Cliqd Su.pPort~forcementAmendments of ,: had' , . . . 
,~>~::::;,: ·;}f.;~ffeCi.~ th~y were 'in effect,fo.r fiscal year]985 
.- ~:':')::::;~~)&(,;:<' .~i't ::;;~);~'}.~ ,:,,~,:;!.'>'~iY. . ..:::\~~?:~~;1:~, >.., ~(., ."." " 

·..:-:i;:Jf:\\~f~~~:;;:{(c) :Increase mpercentage;18ooratory .costs' " .. , 

'.. ';}":;~:)::i~{;f:J~.;:~~l:;;('·(:':::;~: :~;;,:;::}::'(:r:~i;:;"; ';~"~".;:' ',:~;f" .. ;::.~';~~'[.'::;:J,:::""'<::~':;'.:.'. . . .,' '. 


, ':~~::,::: ;:;F,;:f!J('\·(:;:,f.;~':;;~;': Jlfthe' total amount of a 'State' ,'title TV~A or' non;title 'IV-iA 'C(')UQ;;UOlr1S 
" - •• ' r • " , .1.;;:O••JOt' • ~, 1'1," '. . '. . , "'.' , • . _ 1'. : ,'\ ' 

., ·'1,\,"):.)~;~;18ny·fis~ year bears a ratio to th~ ~otal amount expended by the, State in that year JOr. 
':':::~ ';':::":'::c>peration onts plan approved un~er seCtion 654 of thiftitl~ '(pt which paymenhnay:~' 

'!:.,:; ,'iunder section 655 of this title (with the total amount so expended in., .. :', :·.s.. 
';." ~:. ···,:,:any fiscal year I>eirig hereatter referred to in 'this section as the State's '''combined title. . 

'. :A/non-title IV-A administrative cOsts" for that year) which is equal to or greater than 1 :4, : 
:".' .~~ :the relevant ,PercentspeCified in subparagraph (A) or (8) of subsection (b)(I) of thissectlon.: 

: '; '''(with respect to such collections) shall be increased to- .. ' "... '.; :"', """,,0. (:.: .;, : ' ,' . 
• _ _, ' • '" I. _" ,~.. ; 'if" < • "'. ~ .~:. , ' ,

", .' " ,,' .: (I) 6.5 percent, plus '.', ' . ~,;". '. 1':: 

, ",. ,: . ".' , . ;~. '(2) one-half of I per~nt for each full'two-tenths by which such ~tio e~~s . 
..: . " J.4;:' ' ." . '.' """ . '.: :·~··>',::,.:;,:ff... 

.':' '.' "'.: ...... ·.'·except that the percent so specified shall. in no event be increased'(for either title'IV~:· . 

. ".,':" ..::·,'A collections or non-title IV':.A Collections) to more than 10 percent. For purposes of. ' . 
. ' '.. : "., . . . ',the preceding sentence, laboratory costs'incuiTed in determining Paternity in any .fiscal' 

:: " ~year ~ay at the option of ~e State be excluded from theState's combiried Combined 
;'~.'title· IV-A/Jlon-title IV-A administrative costs for that year. . . 

", ' '.
,.':. ,:. ',: ..

'. , 

~,(d) Support collected on behalf of individuaIs residing in another State . 
, .; " 

\ ", . ':"'y.,~ ,'.. " 1 '~, 

" . ': ;.:in.computing 'incentive payments under this section', support which 'is 

. ,~- •.' .-.'?.;,.;oollected .byone State at the request of another State shall be treated. ">~'.".'~"'.'1l",~,,,, 


. .";;,;,a$ ·having. been collectedin 1\111 by each such State. and any amounts 
'.. ",,;~;;~: .j~:~;:exPendedby. the'State in Clrrying o.ut a'sPecial project assisted . 
. :,~."':':';:'~~:'::~'section 655(ej of this' title stiall be excluded. ..' . 
.:. ,::;' :·:::,:,·:~HJ!.~,;;:;~;,:>;;~:'·:~,.~" .,:.:~f,::;i.:~~~'!: !:';~'::'.:~';!;~'Z't::(~~~~\~.;.::;.~~{~.~~~,c~:':~: ' " ' 
.. :'<;:~/';t' ''}'!{e)·~ti.mates by, 'Secret8.ry;quarterly'payments . . 

':::"J~':,;Li1J4;;~i '~i?~~:~~t~~.·.'f~~::i')~~;';~~F~~~~~::~i;~:.~:;);:~:{:~ ;::~t~?;,:~, ~":~'. :.:.;\:,::;':.. :' - " ".,', . '. ,.., 

, ,~':.~,iFf~,j::.:i;.~:;:;-.~·;:;'~·;~ii;,The am()unts or-the IOcenpvepaymentsto be made to. tl)e .. ' , 


. - ~•. -.,' "', ~t\V1'!'''' '. • ."- f· ,. " ". '. . ., .,,' .. , 

·.;.;:;:7~;~·"'~'J~±:srates ,uri~e(this ..section·Jor any'fi~y~ shall beestima~ ~ythe· 
\it . eeretary a~;or:'->eforidhe'~ginraing ()f'such year orithe'basis' of.'~e·, 

..... ~ftl~~ti'!.~ ,~y8ilabI~.:n.e::~~re~:shall .mak~ suCh ~ym~ts . 
uch.year, on a q~rly.baslS.(W1th each quarterly pay~ent bemg, ' 
"'Iater thari the~ginnirigof:the quarter involved)~'jnthe amounts~ 

·J:·:.~~':,;,~,·:,,·i)\\;'·";'••.o: '" '.. :ieduc~;(oi;,ln9re8sed 'to':the ;extent'of any overpayments " . 
•nt1,.arn;!:a""''''·'n· t·",· 'which':the'Secretarydetermines were· made under . 


. . ., 'in~(,lvtdJor' ; ,. ' ... and \Viihres.;ecltO:: ' 

. ", '.. 







,- ' 

DATE: 3fVf/.9J 

U.S. DEPARTMENT OF HEAUH AND "HUMAN SERVICES 
200 INDEPENDENCE AVE., SW, 

,WASHINGTON. D.C. 20201 

I ' 

, I ,


eHONE- ' (202)'690-7627 " , EAX: (202) 690~Z380 

OFFICE OE THE ASSISTANT SECRETARY FOR LEGISLATION·' 
I' , ROQM416-GHUMPHREY BUILDING 
I, 

', ' 

" 

FROM: 
., ~J.b\/l-rt. ~.T "'0 ~.' , 

TO ' :~?,WA1) 
i J RICHARD J. TARPLIN 

·'OfFICE : ! 
~!-,--~------------I 

" . ',' . ~ HELEN' ~THIS .:",I 

! 


PHONE NO (. l KEVIN BURKE: ~!----~--~------~ 
, FAX NO : ' I 'Lf~~ ~ 65gI ( 1 SANDI EUBANKS 8ROW~" 

I 

TOTAL PAGES i [ 1 ROSE CLEMENT LUST'" 

(INCLUDING cOVER): _____ 


{ 1 STEPHANIE WILSON 


[ 1 HAZEL FARMER 

REMARKS:, 

: I 
i' 

, >! " 
r 

I 

m'd IS££9£t:>6 ,01
I WO<:l.::l St:> :t:>l 1.661-61-<:II::lW,' 



. ' . . 
TESTIMONY OF LESLIE L. Fa.YE " 

liOUSE WAYS AND MEANS COMMITTEE 
stJ.8COMMIT'I1:.E ON HUMAN R.ESOURCES 

MARCH 20. 1991 ' 

1want to thank ~Mr. Chairman and members ofthe Subcommittee for the opportunity 
to plvYidc CaliforniA's p.cnpe..;Uve un 'be ~etary'a'propoRd pcd'orrnam;e-ba~ inuntive 
syatem for the Child Suppon ~nt PrQgram. A:s ~ understand .it. the proposal goes far 
beyond the Congressional intent to develop'an im:cntive system that rewards good outcomes and 
ia &c:t ~urage5 &rates to recruit middle class families, nover dependent on public assislancc and 
De'W:r likelY to be so. into their programs in order to maxJmize federal cluld suppon incentives. 

As You know. the Secretary oflhe Department or»ellllb lind Human SeNiecs (DHHS) 
was.~ by Congress in the Personal Responsibility and Work Opportunity Reconciliation 
N:l. of1996(P&WO.B.A) 10 work with RIl~ lV·D dueclu,j lode'lldop 8pcrfOfPlAllce·~d 
inc:aWve SY.*m for ,stales' Child Support Enforcement Programs and report on tbe propoS3l to' 
'ConareS.lb.Y~cb t. 1997. " 

nulprOposal does outline a broad-based incentive system which focuses on key program 
outcomes. Tbe;e O\llColhOS aro palflmili(fs,sttlblished. 3tIPport t»'c1t!1'.i eMnbJI*d. C7,,.,.elll 
IIIJ1POI'I ailJeckd. arl'etufllt coIleclifJIlS millc:asi ejfocti-",ellaS. We agree that these arc 
app~:outcomes to be measUred for ~hc purposes ofpayinJ incentives. 

HoWeVer tbe proposal also changes the way collections are tQUnted ror inc;entive purposes 
in·a manner.lbat .is tontmy to the .principlesundcrlying the PItWORA and thai will lead to 
~ pn::AUI'eS on states to expand their Cmld Suppon Enforr;ement Programs to encompass 
an c:ascsin ~be slat,\ including those faniiJicJ who have never had to interact with govemmcntm 
or:der to pay or receive duld support. Indeed, those,Gtates which already have near-umvenal 
aoWmmcnt programs for ctu1d suppon wiD recei~ huge windfalls 'orinccntives under the 
proposal. white states which hisloricaUy CQnCentrated on poor and ncar-poor famifies willlo5e 
federal .iJu:cntiv~ ~e, co1llpared to the cummt 5yStelft. california stands to Jose lwo~birds of 
its fccJeral1~Y~ nearly 560 mUlioR. if'the proposal were ,;mplemenced dUa year.. 

n.e:amc:nt incentive system recognizes only one perf'O.nnaitcc factor-cost effectiveness
and limits incentiYei on "DOn Welfare" collcc!ions 10" an JJnCUnt equal 10 )1SpcrtCtU of"wcWare" 
~1liYa. The nnionate ror tbi~ limit is to ensure that states will foC\a6 on the more difticutt~ less 
.~wMk ofseeking child support on behalfof~e poorest families. ' 

I . .' . , . 

The 
, 

'proposal broadens the relevant 
. 

performance factors and. removes the limit entirel, on 
incentiYf$ for "never welfare" f'amiJica. It does weisht eolle<:lions for welfare and formerly 
wetfare rarn.lJies. Despite this weiabting.: states with sipwcant proportions of"ncver welfare" 
f'iuDWes in their current cascIoads wiLl see their colJections base.. ..im'f whieh the incentive rale· 
will be app~ triple or. more ovemiaJlt. in order to keep the proposa!cost neutral oYendI. the 

1 , '._ 
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otla" ~mthe cquation-tJu: im:emive me jbCJf-must be lowered considerably, and it is this' 
" cbanp IhBt hurts states such as CaJifomia. CaHfornia will not s= Ali collections bDse increase to 

anywhere: near. the extent ofstates with high ratios of"'never welfare" collections. ~efhte. 
Cal~ is hurt by tbe FOpo_1 due toit& demograplUcs and program policy to focus this 
~ scMce OIl the mos1 oeedy QCits lingle parent fimilies. 

" . . 

One WIlY that Califomla could nUtig1ltc the Impact ortlle Secretary's propo$aJ 'wou1d be to ' 
.amtmi lt~te law to make it increasingly difracult for individUals to opt out of the governmental 
child support cOllection program. By recruiting "ftC'n1r welfare" fauuliCl into the IV-D program. 
we too ~d benefit from earning incentives on coJJections for middle class families. which 
gcoerally ~ easier to make and hieber than collei:tiDft~ for poor fi.mil~. From a public policy, 
point ofYiew. howe\U, we think this is wrona. We believe d13t Con;ms did fIOt contemplate. in 
the PJlWORA. creating aumVl:rsai O1ild Support Enforcement Program. The demands on the 
IV -D program as a partner in hclpin. r.unilies n:a~11lod 5WJ~Sl self'~trk;iency arc aj8Jpfi~nt. and 
iti& toward thesefamiJtH that we believe our effon and our resources should be directed. 

~ the issue offOJ11OWJgzhelimiE on ~ welfare" con~tions with the 

pctformancc-bascd incentive system skews the resu1c$ so tbat some states. notably those with 


. near-universal dn1d BlIpport propms.. weaJd neceive mote mo-.nIi"M for poorer rerfol1Dan~e. . 
while states,with greater proportions otwdfarc or rormer ~IM families in their ~scloads may 
not ever be able to cam incentives lIthe Qm"Cnt rate,. no mattcrhow weU they pcrfonn. 

B~sethc new incentive iYstemmust be COS! neutral comY.ired with the current systCrrL. 
the rate at 'which states can earn incentives must be low~ed $\Ibstantially fromc:urrcnt levels to 
~tc the buse lJeW' base DfcoUeedons e1i,gihle for incentives in states that are now 
a1Fec:ted by the limit DrlllOn welrarc incentives. Sin;.: California GGe$ not gain much, ifat all nom 
nemovUtg this limlt.it only lo'WS revenue due lc) the reduction oflhe pelUntage int".entive rate.;! 
could ~u.,thc proposed Iystem. 

I 

Only fOur $tales an: panicularJy hun by the removal ofthlf limit on "never welfare
iIU:en1ivC$.: All have historially collected proponionately more fot their welfare dependent 
cu$lomcrs thaD have other states. They are Califomla, Connecticut, Maine and Rhode Island. In 

. ad! of these states,. ..welfarc., col1ections account for 40 percent or more ortota1 collections. 
States whi~h stand to Sain the most from this proposal arc rhose stales where welfare Collections ' 
account for '20 percent or Jess orcotal eollectiona.. In a Jett!"' to Sec:re'tKSy Shalala dated ' 
February 5, 1997~ ·CalifomiaDepartment oCSocia) Services Diredor Eloise Anderson said. "1 
caonot support 'a ,proposal that bas such I disparate- and' irrational effect on stales.'" 

i . 

'J1lefe is I great deal orcDnsensus within the IV-D community for two aspects ofthe 
SecretarY s proposal: develoPiRJ • perf'otmaftC8-basCd im:c:ativc system and removing the limit on 
imientive.s for coUecriaDs 011 behalfofforiner welfare n:cipients. We ahare in lhis Wnsen5US. 

However. the issue ofcompletely remoYiDB the limit on incentives for "never welfare" families has .' 
not been widely discussed and t&ere is DO such cOnseftSUI We recommend that this policy ;$Sl,le 
be thmoughlY g)nsidercd by Congressond Wilb10 me IVwD~mmunity before it is adopted. At a 
minimum, ifCo~gress believes teinovill8 the limit has merit. it should, be phased out in order to . , 

mOd 18££9£176 01 
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. , 
I 

~, , 

- , 

. ~Cost neutta1ity. 'Otherwise, stales with 111per proportions ofwelfare toUections will be 
Wlavoi~1y hw1 'lO,thlSl other stales can recei¥e windfalJi. . 

It is our fUrther recommendation that the pcrform/lftcc-hued sysrem itselfbe phas~ in 
over B. period mot less than three years. Under the I:urrent time ftamc6 in the PR.WO~ the new 
incentiveisy:stem must be in place for Federal Fiscal Year 2000~ which begins on October I, J999_ 
The base'year ror developing the data on which inCentives would be paid is F~deral NSCal Year 
1999" whi~h begins on October 1. 1998~st OWl' J8 months from now. It is extremely doubtfUl 
that data ddioilioDS and reporting protc4un:s can be standardized funy within that time frame. 
ud,it is auemo1y important that States be measured OD a level playing field if'the new system i$ 
to &ave ~te8fifY. Jflhe new sy&tern is phased ~ oyer lhree years.. .states will have 1l1ongcr period 

. oftime not oraly to retool their programs to succeed under the new 1)I'Stem. but also to work out 
-the dispatate definitions and the reporting problems that have plaguecllhe Child Support 
~nt~am for 10 Iftan)l' )'Oil'S. . 

In,conclusion. I ask lbat the Subeomnuttcc consider arefully the whole ofthe SccrttllY'" 
pmpo_. iDduding the removal ofll1e limil on incentives lOr "never welfare'" collections. I bow 
tbat there are always aoing tD bc "winners and losers" when an allocation methodology is changed 
within the'.constraints ofcost neutrality. However. 1am ~ncemcd tbat lhe reallo!IICfS are likeJy 
10 be the Very fimilies Congress intcndcdto help toward selCsufficiency in the landmark 
legislation' passed Wtiswnm.er. II would be: a shame if the incentive system for the Child Support 
Enf'~ Prognun sub"ortcd mil cff'oJt. . . ' 

I dumk you for the opportunity to present our views and 1would b-= happy to answer any 
quDllons the S~bco.mn1ittcc: members ma,. have. . 

! ' 
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en,war); or 
12' ••ndlng ua a memo or I.n.r 

Pleo,. Include the LRM nU{J)blr ahown above, and 'ttl. aubJ.ct .hown below. 
, 

Mollnda Q. HB.klna Phone: 395-3123 Fax: 39&-8148TO: 

Office of Management end Budget 

Brench-Wld,lI". Ito reach .eglslirtlv. "llltBn~i: 396·7362 


3/11-/ '1?- . (gete'.FROM: 

_C.-....,,~ha...;~:......:.::...i#l::.J..-~(?,.;;.:.,..;;.q;;.,30',"""".___ (~.ml' 
\wH()~ t:>P~ {Agency, 

__....,..!...-,.:s...:::.'~----=;~.;..r:....-:.4fi.::;'____ (Telephol'l8J 

The following I. the t.ponl8 of our agency to' your request for vraw. on the above-captioned subject: , . 


_,Concur , .: 


. . 
No Objection- " 

----:- No Comment 

A 	 8., "roposededltt on ps;e. _5..,..-1-_' 

Other: __________ 


~ FAX RFrURN of :3 pege •• attached to 11\1, rlPonll ,h••, 

j-' ..... 
~ ,}f0;1 .1'1J1S3H 

t - J 'S~d 

LT.CO .1 3~VSJ1 

,6S: 9T LIICO 31U.1 ·.1S 
UI NOIJ.03NNOO 

8tT9S '13.L NO IJ.03NNOO 
nco ON XH/X.1 

. f 	 }f0 NOISSIWSNVH.1 

. ,.. ., 

********************* 
*** ~HOd3H X.1 *** 
********************* 

'100 XOI'10d OI.1S3WOU T8SS 9St ~O~ XVd CO:LT NOW L6/LT/CO 
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03/17/97 MON 12:28 FAX 690~518 ASPEIADMH:I..,OFC 

j, 

.....J.~_c.... taking 
-payi p 

r ement esultin in c i 
"In 1993, President Clinton proposed, and 

--~~n~g~r~e~s~s~a~~~e~,~,~~requirement that states establish'hospital 
based paternity';programs as a proactive way to establish 
paterni ties early in a child's life. , PaecurRiey esLab:tislitt'tf3i.'*tt. 
:r;.ates save 1!iS8rjr dLa[tlat:tca:tly 1n the ,lase fOUl: ,eaLs, 1198:111 
d~lin! to a fecold 1 m:i:;!b~il paeernl.tl.es eseabliabea in 199-Q..

,I A series of Presidential directives and executive orders 'has made 
the federal government 'a model employer in the area of child 
support enforcement, directed the Tr~~sury Department to offset 
child support debts against most fede:&al payments" and sent a 
strong message through a variety of mJans l including "Wanted 
Lists" in Post Offices and Internet links, that failure to pay 
child support wt11 not be tolerated ..poi-! :r"" ~,.,...,) 

, . 
I 

, ! 

---

1410,02 ' 
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,LRM 10: MOH38 SUBJECT: HHS Testimony on HHS Repon on Child Suppon Enforcement .;.,:' 

Incentive Funding 

= i ,;'.,11 .. .,." ..... 1............ ... !!'-...:.1:J;M.M.:J44JJ,i::misihMJi,iWktmk.' j ..... .: -:. ;;';111 Ii Ii iililiiiiiiii.i .. IL.J"t.t. .. """ . 


RESPONSE TO. 

LEGISLATIVE REFERRAL 


MEMORANDUM 


If your response to this request for viewl Is 'short (e.g .. concur/no comment), W8 prefer that you respond by 
a·mell or by fax.lnQ us thl. response aheet. If .the re.pon,. ;~~ short and you prefer to call, please c~JI the 
branch-wide line Ihown below (NOT the 8n81yn'sllnel to le8va'a'muSSIage with e legislative ass.!,t.nt, .. ' " ';::; 

You may also vespond by:; 
(1) calling the 8n~'y81f.ttorney·. direct line (vou win be connected to voice mall If the analyst does not 

enswerl: or ' ' 
(2) ..ndlng ua 8 memo or len.r 


Please Include the LRM nu'!'ber ahown above, lind the subject .hown below. 


TO: 	 Malinde b. Haskins Phone: 395-3923 Fall: '396·8148 

Office of :Management and Budget 

Branch'Wlde Line Ito reach legislative 888Ist81l~;I,: 395·7362 


3[,1-/ q 1-	 . • 
co~(l.v:1tD,-- , (Date), FROM: 

I. 	

_C-.."I¥,,:r\....-Yh.:.-....:;,:..i~~L....:.Ri~,~~___ IN~mt} COf'j 
, ~~~ 

wHo~ (:)p, (Agency) S.:cN\ b ;15 
__<-(....:......;;.~...;:,::...-----:;J:.........;..y_y;....;:,::....____ (Telephone I 


)4 0!V,:; 
The following " the repon~e of our agency to your request for views on the above-captioned subject: 

_.Concur 

1 
__ No ObJect1c:'n 	 ~ r~'3~ 

• No Comm~nt ,fA~.X See proPo,:ad ~It. on psges _5__4-_' 
~ 

_Other: 	 :t~ 

~ FAX RETU~N of :3 p~ge8. attachad to this f~lonse sheet 
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LRM 10: MDH38 

. I EXECUTIVE OFFICE OF THE PRESIDENT 
OFFICE OF MANAGEMENT AND BUDGET 

Washington, D.C. 20503-0001 

Friday, March 14, 1997 

. ! 	 lEGISLAT~VE REFERRAL MEMORANDUM 

TO: 	 ~eglslatlve liaison Officer • SeeDi~tribution below 

FROM: Janet R. Forsgren Ifor) Assistant blrettor for Legislative Reference 
OMS CONTACT: Melinda O. Haskins 

PHONE: (202)395-3923 FAX: (202)396-6148 
I 

SUBJECT: 	 HHS Testimony on HHS Report on Child Support Enforcement Incentive 
Funding ~ , 

DEADLINE: 	 '14 PM- Monday, M~~Ch 17. 19977 

In accordance with OMB Circular A:'19. OMB reQuests the views' Of your agency on the above' 
subject before advising 6n its relationship 10 the program of the President. Please advise us If thIs 

i 	 ' .''1 

Item will affect direct spending 0' receipts for purposes ofthe "Pay-As-You-Go" provisions of Title 
XIII of the Omnibus Budget ReconclllatlDn Act of 1990. 

. 	 i ~r 

COMMENTS: Attached 
~ 

Is HHS (Ross) 'testimony on 
~ 

the Administration's 
recommendations td revamp the child support i~centlve payment system. This 
testimony will be given on March 20th before the House Subcommitte.8 on Human 
Resources. 

DISTRIBUTION LIST 

AGENCIES: ~ 


6-AGRICULTURE/CONG~AFFAIRS - Vince Ancell (all testimony) • (2021 720·7095 

61-JUSTICE - Andrew F,ois - (202) 514-2141 

118·TREASURY - Richard S. Carro - (202) 622·0650 1'1 

1 10·Social Security Adm.inlstration • Judy Chesser - (202) 358-6030 


I\!. 
EOP: ~ ::, .<Kenneth S. Apfel Johp E. Thompson 
Cynthia M. Smith .Elena Kagan 
Richard E. Green Cynthia A. Rice 

Barry White Ol~na Fortuna 

Keith J. Fontenot Walter S. Groszyk Jr. 

Sally Katzen James C. Murr 

Michael A. Fitzpatrick Janet R. Forsgren 


Wendy A. Taylor 

Maya A. Bernstein 


Orn'b LA ~ 
l 
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.'1 

,.'
~" 

Mr. Chairman and *mbcn af the Commlaee: I waat 10 tba.ak you for givina me the 
" 

uppurtu.uity W lctrtity todJiy on 1M AdmlDI$IraUOD'S I'OOODImIMstlODS for revWllpinj; tile 

committed 10 timeJy psd effective implemcnratlon of the new welfare reform law IlDd we view 

I' 
, ' 

I' "tbe incentive tepOlt ~ an importaDl early step inour'~ffotts. 
I, 

\,', 

; ~~'., 
. " 

~ Adm'niatmtlonlDd this Commluce arc In tuI1 agrC.:.:ucm Lbat chlld suppon,11i an cs5ellWU 
, 

part of welfare tofonh, . It sends a mcssqe of IeSpC~ihmty to hoth prenrs and is It vital part 

of moviDI famlUes towar4 work 8Ild self-sufficiency, Once families have attained 

~. child ~It can keep them from falling back onto public assisWlCerolls. 

Child support also ac:rs as a safety Det to cnsu.rc tbal: sin&k pe.rt\Dt families dOll" need . i ,::; 

, assI.sta.o:e in the first place. We are proUd of this 'Administration's record on chUd support


. . " 

emorcemenr and anYinmly AWRit, the politlve resulm ~ the MW provisions will bring to 
, h 

President CIImOn baa: made lmproViDg child. support enforcement and increasing child support 

colleCtions a top priortty. Since takiQg office. President Clinton has cracked down on non

paying p,are:.ats aIIid .b-ea.stheDed. eblld support .Dfor~D.to resultiDJ in recor4 child supp<>rt 

collection, ;:me ]\Ilitlce J)epa.rtment is, ~vea1aatlDa aDd. prosecuting cases where parents cross 

_l\nc:o 10 avoid ~t _ !be CbJJd Support ~eryAct,.~~;::,$12 btJllOD I 
ill child support was Collected on behalf oftbc chlldren of America. This amount exceeded me 

,, . . 
l'RsllleDt'. BIidpI pioJ:a:c1~5 bUlioD """ Rpte&eDted.a ~o ptttcnl increase In Child 

I, 

I 
I ~"~J. ~ft't.~~q"'rno(~ Sf'(\-k"Uo cl1i"ca MW\ifli~o~ ~ , ," 

~uf\o('\S ( 0612 A 't1 5 J -e~~ct.Ji cJe' orJ.ri.rs, 0. ",tY i rtl-h' 4'111" 
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" . 

suppon collections since FY 1992. Smce FY 19921 the nwnher of paying clrl.Id 5Upport cases 
~ 

W luc.r~ IJ)' 36 pc;.reeot. TJwse Iccom.p1isbnlents lire imrTCU;ve. hut (lmjectinm nn the 

'J 

tmpaet or the new proY1SloDS teU \II lbey ue only tbt: beglnning. 
.'. 

.' 	 '.' 

I . " . 
The Personal Respo~lbi1ity and Work Oppommity ictoncillarlon Ad (pltWORA) iDchu.ies 

the IOlijtb child suppoft measures' President Clinton called for :from the start and ~d suppOrt 
, 

....JJ.!on;:.cJ.UCll1 at the Federal eIld Sta~ 1~16 ill bcduS uAnSformcd by tho tho,. ~urc5. Many 
i 	. ~ 

States have already ~ stePs to implemem tbe new federal requirements. Fony-1hrcc States 

have license revoeati~n programs in pIa. Thirty-fi,ve:St&tcBhave recently ena.cted the 

Uniform InterState Family Support Act. ADd twenty.sjx SUtes have adopted some form of 
,. . 	 .. ~ ,i " 

; 

I 
 reportl1:l; of DeW h1r~. l~ 
~ . · ..r ,I 

As: tbe Federal level. ~e have made great pro&ress in making the expaDded Federal Parent 

Lceator Service (FPDS) a reality. Wr: have entered into contracts with several nationally 
1 

recogcized and respected vendors to help 11f1. de,.;", .Arid develnp the expanded FPI_~. manage 
1 	 ii:, 
\' 	 " . 

tbe ~Ject and enharlce our quaUty ~ effUfb,'.mJ ~bL u.S with pruv.luul8 Lralw.llg and 
l"t 
~ I" ~ 

tecbnlca1 lSaiSW1Ce 10 Rite ageDCY users. d, 
I 

1


''t 	 " 

. . 

finally IS required. un4er PRWORA. we worked with the States to develop a DCW' incentivet 

flmd.ina struct.Urc thai rcwArda results m:i submiucd oUt Child Suppon Bnforccrl1<:nt ~ntivc 

.. 
I, Pl.lndiDi Formula n;Pon 10 Congress last week. That repon is the focus of my testimony 

. ( 

today. 

, 
'" 	 2. r~ 

.01 
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I 

I am. happy to n:pon that Itncc my last appemnc:e before thts Committee on September 19. 
~ l . 

1996, oUr collaboralive effort with the States to develop a Dow iDce.mive funding system for 

the clilld suppon cnf6rctmcnt program has been successful. The Joiatly-developed. revcDLLC 
'I 

, . , ' 

_tral incentive fundina prOp:>sa1 is toup and would push States to improve pert'ormance. 

! 

I , " 
i ' , 

I,' 
Sti.t:s aDd ochcrchllcl) support enforcen::ieDt stakebolders. 

I .. 
I ' , 
I • 

The Cum:nt Ju:eDtivel fuDdq system is based 011 maxilDiziDg child support colleCtions relative 

to administrative co.sfs. A mi.DJmwn inco~ve pIlyr.Dent is made'lO till Smtos regudless of 
, ~ j 

Wl:ie'ther pertorm.ancct is gOO4 or poor. CUtreDtly. s~ ca.n nul lDetrlelent programs and still 
l' • 

," :~ . I , 

receive larIe amoUntS in inCentives. We all recognize'that lhis does Dot create a sianificant 

iDcentivefor !be ~vement of program goall. All iq,roved mulu·bued itx:eD.tivc systan 
~ :t~; 

would. tab iJuo accoUnt other meuUt.~lC' ptosram resUlts Nch al paternity Htablish'f'l'Utnt) 
. tf ' ,v , 

, . 
, " " 

•Our etton 10 devel~ a penorm&DCe-based iDcentiw. I)'!tem d(\vet"i1fICf w;th (\ur thrivins Star., . 
'I . _ I . " 

Pede~1 I'a,~hip ~ttd our effnrt to het-.r.tme A 1'C£\itu~rienwt prt'lpm, u enviltinned hy the 
~ . \\ 

OoV~Perf~C: IDd Ra:sults Act (QP~) Of 1993. OCSB hu compku:d the 
. ~ . iti

I 
I ' 

:<I 

3 


nl 
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. . '1 . " . 
2'year 1)ilo[ 'Phase of its inu>lemelWltionof GPRA dlll'inA which we fo~ed aFCllenil.-State 

" \i 

l ~ dlat has ~mpU.Dbed much. I \VOW4 UP 10 brt.11)' h.lg:hlisht OW' 

I . : 

. i ,;: 
\ • I"" . 

Pedcr8,land State plll'tDerl have devel¥ and reached COlL~nsus OD a Natiorial 
" I~ . 

Stntegir. Plan with Aml.ss;on, vi~iQT1. Ic.'I't" aM ohjective$, 
t . ".." 

I . 
I 

i , 


t& ~lCgic Plan goals .B:Dd objectives 50 that progress can be tracked. 

The m&.torlt)' of States baveemcrcd intp partnership agrCemcnts with ACP 
~ . i,;,' 
, Ii. 

KegtOIlal OrflCes that detail perfo~goalS. technicaJ assisWlC'..e initiatives. . ,: . 

I • 
I 
I 

OCSRia.ftd. the assocllltioD. of State child support rrosram directors hove ,nteted 
l 
!, 

into a paitocrship aJ.I'=lDC1lt that emphasizes communication, joint planning, 
, 
~, ' , 

and c6-rcspoDSibilit)' for 1rnprovinl Attitric:a's chlld support eaforoemenc 

! 
I. 

prOsnp'l.I .' 
I • 

I . 
I 
I 

I 

I 8u.114lD& on thiS newJOWldatlon or pa.rmersblp with the States forged <lwilli me GPRA pilot,

I . ! ,, , .! . . 

we eonvet1t4 agroup( of Stat4' 8.Ild PcdC:al pBl1:rlcrs to meet the Congressional charge to the . 

&emtary of HHS to ~hange the ·incentive funding '$)'Stem. Thc\VorK(I"OUp iocJud.cd 15 ~te 

.4 

. ! 
:; 
l, 

913'd 8t:>tSS6~6 01 
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j' 

and local cbllc1 suppart directors and 11 Pederal cemrIl ud regional office representatives. 
, )' , 

; j I 

The workgroup met November throush JI.DUI.t)". Oftbt 14 S~ dLrc:eton. 10 ~ to 

not ~ ')"

\ ~UD1)' &h:ir ,,~u S~ but also ofhcr Slates h~,:lllCh' rcalou. After each wodqceJUp 

m.uting. tl¥ .represeriJ,aUves consulted with the StateS 'in their relioD and brought that feedback 
, . . : 

to the Dext mcoting t,qassurt the broadest possible cOnsensus. Progress of the workgroup waS 

also sbared withtheAmericaD. Public: Welfare Association and. advocacy groups. 
, .' 'i. I , • '; , 

'. , ~: 

; . 
\ 

Tbr: worJQt.roup 4cvclope4 an iDcentive funding formula that rewards States for their
':; , 

~ 

perform.a.nce in five' ~nti.c.aI ucas: paternity establls~ent. support order establishment, 
'. , \ :,::

:: ~~ 

collections on QllTCBt mppon, t4llectiODS on support,past due (arrearages). and cost 
I 

,fftctivCHs, Tbese;mea&W'e5 ate conalaleDt wl~ the leais1ated mission of the prosnm aDd 
",., 

\ 

IJJr,; &.ntJ.c~i~ P1.&w ~ i~ oc.w:ome Wt&Sun:.s. lbcrc is full OOJ.lIC1lIUS fronl State paI'tJ\Cl"$ that 
1 

these measures ~t tba appropriate focus for the pro«ram. 
~ , 

; i' •
-1 !. . • 

The wnr'kl"'nup a1j;n "tabli8hed performance standards for each of the lnCasures. These 
; '~.; 

,&lDducllll wuuJd dt:;~6niuc ihc' tLWOWllot luccuLlvc fA :Sl:a~ wOuld fClCelvG fOJ' a eCJtaln lev.el of 
, ..~ . 

'tf ' 
. j ,,:\': ..' '1', , perfOrDllDCe and rewarl1 States tor maintalDinl hlP pedormanc.e or makin, subsWU1aIJaI.ru 

I 

, 
r 
I 

in improviDt their pUtoimance: The srandards are de$ipe(l to provide touah but reachable 
1 •. 

W'JeIS for perforrwuice by rewaidirli'Stares with hi&her iuoentives asllley improve. 1be 
i ?l~Y\ 

, ataDdard.s fer IDe firsI four lDCUurcS _Jucle a ~rfo~ threshold. Under this ~)l'F. and 
" 

unlike the curreIll SY~f no meentiye would be paic:1 iunless a State achieves a significamI 1 . . 
,,' 

. improvemem in pertOI'l1lWe. fot We fiDal measure'on COlt etrectlveness. if a STate con~"tS 
~ .~ 

f s 

,." 

,... {I'~""'. __ ' "..,..."'... tl!!!l!'''~'''''_'-1Ut,. 

http:subsWU1aIJaI.ru
http:nti.c.aI
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(," 

, -.~! . " \;: 

.1189 than two dollars for every one dollar expended. 11.<) incentive 'Would be paid, 

I' 

! 
,. 

Bach &ale would earn five SCOR'S baaed 011 f;'ertoIme.Qe OIl each of the five measures. 
,I 
d . 

Worqroup members';belleved allibe measures were hnporunt. but the first three measures '•• , 
; . 

paternity eStablishinerit. support order ostabJi.shatJt aDd collections on curteDt support - were.. . 

critical. Paternity csqlbli&hmeat and support order establishment are prerequisites of coUc:ctme 

~ 5Uwon. 'Wbk,~ 11 ~1~m1A1 fur flUll.ily K1!-.wJ'ru.:k:a.:1' I\;.r[or~ 011 Lb;; L"'U'$L duu 

~ . !~.. 
JDeUurcs could earn ~ Iligblly higher inceDtivc than ~ last tWo measures ~- collections on 

J. " 

mearages and cost e~eetlveneu, 

, I 

'l"he A.1.llOUnt of poteNla1 i.zv:.tDtiv. payrMJltr. for each measure avaIlable to each state would be 
~ 
.j , 

bucd upon B perceom.ge of lIS own State chlli1support collec::tJ.ons - lIs ·collectlons baSe." 
1 ': 

, The collection blM: incJUdes collectionS in both Temp()rary Assistance to Needy FamUies 
~ I~ 

(tANF) cases and ~naslistaDCe cases. 'Tbe collectio~ base also includes collections made for 
I !~ 

.; • f 1 . 
familie5 who we.re oevel' oil usUtance. HOViev~. we'R:commend that c.ol1ec.rions in TANF 

~ 
cases an4 former TANP cases be welghted double, e.i.• every dollar collected CO\lIWi IS $2. 

Connting collections tor W;.elltivlS purposes in this Wi) accomplisheS three objectives: 
" 

I ' 

: ' 

1 . ~ 

I 

), ' 

) . 

80'd 8t>t9S6t:6 , 01 

I 

http:perceom.ge
http:f;'ertoIme.Qe


·'MAR-14-1997 17:10 TO:C RICE - DPC FROM: DADE, J. P. 10/13 
, ~ -~! 

'i 

, " . ,, 
Slaw ~ larS. fOrmerTANP caseloads would :ao longer be penaJ..iz.ed by a 

, 
cap II ).ntbe eurrenl toniulla. Many SC&Ics are moving families off welfare and 

their ~ ls Dot beqrcCopiz.cd ~se of this cap under cun:erit laW. ' 

\ , 

:, .' 

State~ ;"nuJd have a mnns Incentive tn 
" 

Pmrue action on TANF CJlSe8 and 

indepef'ence and nnf. returning til puhlic a.~f.tance 1OJI~, 
~ , 

i 

) : .. 
~ in T ANF caru:.. Coats of othl;:;rJnlb1i~ bcllCfit progtaJD8 INch ItS food 

') , ' 

~ ;:~ 

~'tamps and Mec1icaid ",uld also be lVO~ by matins coUectioas in these 

, ' 

~ 

Becauao this rystam J.ould. for the first 'am. be perforDJaDC4J-based, $Ome StAteS would 

Dltura.Lly lose iricentivcs by moviDJ to the new system. To mitigate thiS loss. we reoommeDd 

that the fortmlla be plWeclln OYer two years. For FY 2000, a State would earn half of what it 
~ , I 

. . ~'J' 

would have C8m1d uDder tba old formula aDd half of What it eartlS UDder the new ca1ou.lation.. 
''V 

'In FV 2001, the new'tonnula would be, folly implemeDtect. This would aive 
, ! .' : 

1 " 

, ',{ 
, i 

. ,! 

http:beqrcCopiz.cd
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";. ", 

. , 

St:atc:s more dmf to adjust zbeil' propm&. budget for lIlY fi.Dancial impaet and improve .their 

porfon:Dari.ct. or~. th.t Offioe of Child Suppart BnfOfCleD14nt would continue co work 
I . 

I, • 

The workgroup was ~ncel'lle!d tbaT, with Cbe ~ of wel~ reform. the child support 

.,i ellforcemcm program is llkely fA) chaDge dramatically ill the next fe\ll years. Therefore. the 
l 

NpO" MC:ammaw Wl lb. c:hi1d Ii'Uppon pro~',. rea>Ulr" and effeca: of the new inee.nu,'e 
J ; , 

system shou1c1 be re~ed perioc1.kaJ ly. I jrn1tc4 disCretion shOuld be grante4 to 'the seCretary 
; 

, , 

of Health and Human Services to make appropriate changes. in con~ultation with the Stales. 

~ on the program's actual results 8.1Id effects every t.hrce to five )'ears. 
f. 
L . 

.t', 

f'w:IdiDg beyond j~ves. We have endorsed the workgroup's recommendations with 
~. 

respect to the lnceDtive formula itself. but have reserved judgment on other aspects of the 
I ' 1 '!I! 

I I;'eCX\mmcndadous ~ fUrr.ber work ay be needed on broader prc-aram fundil1l i)lslJe5,
i, ~ ~l·.) , \t! 

foOl' example, we arel committal to wotkins with States aDd the Congress to dcv(;lop 
. '<;" 

~ '·t 

, 
\' 

the Peden! Govel1llliem dUe to the pctentialloss of ehUd.'5UpDOrt collections. 
. . 

PiDilly, in bepull Jith the ~ that the n.w imloarive fundins fOnDula be cost neutral, 
~ 

1,. 
I 

we .bave ~ thBt'tbe DOW ~DtivC formuJa w~ld~ Dol GOst more Ulan thr; currem fonrwJa. 
1 , 

Dwing rD: legialativi prUCC6:i, if tI~ucn1 ~u~l Cb~ a100W Llutt lllt: funnuh is JJlJlI.::u»l 
'1( !d 

,; 8 

, ' 

et'd 8Pt9s6t6 Dol 
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acwral, a4juImeDts 4p or cloWn' caD be made. We bave Lndi.Cated in tm :report that we, will 

work 'With the o~;:o"Ma.Dqemaua.ndDudpt a.nd;our S!af.c p&rtne~ fI\ &>YC1~r lin 

I . 

CaD;Juajoo;q 

., 
t:' 

i ',:
We now have the &fCUA1work in plAce .(0'1 I moro rooU1&6-orlcn1c:d ~Ilt of the NatioJaaJ 

~ 

dilld suppert cnfom:menr "roll'lI"D. We Sll'OD,21y urge Congress to PIS' lCflislation on the 
t" 

recom.rne.Dded incentive funding iYstem to all09; the dill4 support enforcement program to 

truly be driven by achleving reSUIu for famUies and children in need of support.,., , 
1 

II 

l1:IC work ~CO.ll.lPliS~ co prCKuL illl! rc:pon Lhrough, &il1c:-Icdc:lIlJ p!!rt.nc:r~bip iti 
~ . '~ 

representative of ~ collaboration and the fub.IR dire..."'1iOD that we wlll take tOaether to 
, 
I t ~ 
I' 

strenBth= the program and improve the lives of cbildien~ 

\ 

1, ' 

\ 

t' " 
In cuJ.J,;lW6wD, MI. Cb.a.irman, let me restate: 

The rt:tommended iDcenJjve !u.nd.ini foimula. developed In ~nlUharlnn with T~ 
\ . 
i ' ' 

States,i would ~ward performance arun:ema.in revenue neutraL It is MUgh hut ' 

! , , , fair a.ca will lead 'to pcsitive R:SUlu' for :tamiliCi. ' , 
! . .' 

,.,' 

I " • 

n'd eto1 956£:6 01 

http:arun:ema.in


_lJ ''''MAR-14-1997 17:10 TO:C RICE - DPC FROM: DADE, J. P. 13/13 

.J.. 

'nIc ue* iw:cnLivc tw:d1n~ t'omwltt. w",+11:1 complement the re.wtS-onente4 
f 

,I 

Perforoia.Dce aDd' Results Act. 
• i' 

I' 

~.:TANl' J'IIAiiD:;JW1I,;C of ctfort Usuc;& which may cesult 1Il ~St5 W Ill: 
:. ~ 

Fe4eDl Government due to the potential loss of child suppon COUectiOM. 

d' jl,' 

.1 want ro thank the' Committee for your work on bch&Jtof America's children. ~ir future 
." 

wiD. be sipifical1dy irbproved. because of the DeW ool1~tioD tools and other reforms requJred 

, I, 

, 

, ' 


:, . 
, ' .\ 


1 


I. 

"; 

~ 

! ,. ~ 

1 

,1" 
'l~ 

,',to 

: ' 
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~ SUpport Eatol.'a'JlleQt ~~ FUadiDg FonauJa 

. ,::" 
:"1 .. -:.' . :~ 

recom~endations for a n~w incentive funding sy~~ on the foundation of the national 
StrategIC PJan. ) , 

\ 

PERFORMANCE MEASURES AND STANDARDS 

The new inc:entive system measureS'State perforrna.ru:e in five areas: esmblishmem of 
paternities, establiShment of child support orders, collections on current child suppOrt due. 
colIect:ion on past ~ support due (arrears), and cost effectiveness. There' was a consensus 
among the Work Group members that these are the five most important measures in 
determining the su~ of tbe..child support enfor=,ment··program. 'These five measures are 
nearly identical 10 ~the m~ proposed in the major welfare bills introduced in the past 
few ~, includ.i:qg the Work and Responsibility Act of 1994 apd the Personal Responsibil
ity Act of 1996.. ~e specific equations for each of::these five measures were developed by 
the Incentive Fum1~g Work Group relying, in larg'e part. upon the national Strategic Plan. 
Thus, these measutes reflect a wi4esPread consensti~ among child support professionals 
regarding the' majo~ factors we ought to be measuring to determine success of the child 
suppan prognm. ~ 

The new inc:entil'e system provides rewards to States for eff'ectil'e paternity establish
ment programs. 1b.is is Dot intended to weakea'the provisions or PRWORA diat 

t

penalize States that do Dot improve tbeir performance iD paternity establishment. The 
incentive for pa~ eStablishment assures that resources are put into the child . 
support program based OD State performance, wbile the ~Ity taken against the TANF 
graDt assures' Stat~ compliance with the paternity,establishment requirements of . 
PRWORA. f 'i:' , . 

r , ' 
~ . , ' . . 

The new incentive ~ystetn should provide additionai~ptonetuy payments to States based UJXln 
State perfonnance (or each of the five measures. The amount of incentive for a pa.nicuJar 
measure is based. uPon established standards of perforrttance. The Worle Group sought to . 
create standards t.hit rewarded both high performing:'Slate.S for maintaining and improving on 
their sucx:ess and encouraged poor performing Stues,tO improve their results. Accordingly, 
the Work Group ~nsidered both past performance and trends and dala estimates for the 
futUIe in establishing the performance standards. The peiformanc.e standards' adopted reflect 
three objectives.: (1) incentiveS should increase as performance improves; (2) states 
peifonning at the v~ higbest level that we can reasonable expect should receive the 
maximum incentive;.for fhat performance measure; and (3) there should be s· minimum . 
threshold of perforrlaance for each meaSure except that Slates below the threshold showing 
very significant imP..rovement in performance shou14:,be rewarded with some incentive. 

" 
For each standard. ihere is an Upper threshold for ~e program to achieve, most often set at· 
80 percent (and S.ap for th~ cost effectiveness ratio>,;: Any State thaI achieves this 
performance level, 9r any level ~ve this, is entitleiQ to the full incentive for that m~ute. 
The reasons for uSiQg an 80 percent Slanda.rd includ~ a recognition that there are factors 

I, • . , , 

i 
 4 
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, ,;'"Qblld 'SUpportEnforcemeDt IDcejJtive FundiDg Formula 

was mJclled to eotint the first three measures (paternity esi:ablishmenr,order establishment 
and collections on ~t suppon) slightly more heavily than the last two (collections on 
arrears and cost effec:tiveness). For each of the fust three measures, a 100% score earns 1 % 
of the "collection base" as defined below. Lower scores earn a perceIlC3ge of the 1 %. The' 
last two measures ~ wOIth at a maximum. 75% of the collection base. Lower scores, 
again, earn a lowe!J proportion of this .755. ; , 

f ":1 

Added togedler, th~ tbn::e measures at 1% and two measures at .75% equa14.5% of the 
collection base. Cqst neutIality mandates that a new, incentive formula Will not cost more 

n, man the Cutrellt foi:mula. .Allotting, a possible tot3l'9f 4,.s"o--of the collectionbase keeps'the' 
new formula cost n~utraLPreliminary estimates of 'incentive funding payments under, the 
recommended formUla are within the range of Conglessional Budget Office projections under 
current law. At tb~ time legislatiOD is introduced, if subsetjuent cost'estimatrs show that 
the formula is Dot ~cost neutral, adjustmentS tip 'or do'WD can be made to the 4.S'It to

". assure c.061: neutrality. For, example, if DeW estimates show a decrease in the Federal 
share of coJlecti~ due to State bebavioral effects, an adjUstment may need to he made. 
In addition, the iD4::entive effeCts of paYiD& iilc:eDtives OD Dever-assistaDc:e cases may have 
to be coDSidered b:l makhtg cost-neUtrality adjustments to the fonnuJa. 

"I . ' , 
~ 
'~ 

I , ~ 

THE COLLECTION BASE 
" 

The current iru::enti~e system is basec on a percen~* of total TANF collections plus non- ' 
!ANF collections ~ at 115% ofTANF collecqgns. Collections for incentive purposes 
Include those made on behalf of other StLtes.. 'Ibere ~are several problems that State.s are 
experiencing wilh ttie current forniula which will bC exacerbated in the future. First, those 
States for whom a l3rge percentage of the ca.seload ~s, non·TANF are effectively being 
penalized because t~ey cannot coun~ all of their non':'TANF collections. This may not have 
been a problem when the cap was first established. but as States are successfully moving 
people off of assistabce. the effect of the cap is ~ted. 'Additionally, it is possible that 
the number of assisdmce cases will decrease over time as the implementation of welfare ' 
reform moves peopI~ toWard self·sufficiency. The result ,of ,this success would be a smaller 
and smaller number~of incentive dollars available to:the States. A related resuJt of capping 
the non·TANF colleCtions is that Stares have less incentive to work non-TANF cases once 
the Stare bas :reach~ the cap;, The Work Group felt thai S~ ought to be rewarded and 
encouraged to worklall cases: rtrerefore the i~centi~~ base ought to inClude all non-TANF 
collections without a 

, 
cap'as well as allowing States to

'0 
count interstate collections. 

~. !ii. 

The Work Group aJ.o felt thaI it was especially i~po~t to ensure that states continued [0 

have suong incentives to work TANF cases and fOrmer TANF cases. Collection of child 
support for these gr6ups is especially important to a$sjst TANF recipients ,to leave welfare 
and to help them acI)ieve self sufficiency so that theY do not return to weIfa..re.' Since 
collection in TANF ~d "fonner T ANf cases is generally more difficult than in non-T ANF 

I 

7 
I . 
f 
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quid Support EuforcemeDt Incentive FundiDg FOl'IDula 

PRW9RA. Additi9nal Fedeml and State efforts<~icritica1 before FY 2000 to ensure States 
produce reJiahle daJa< upon which iricenlive funding' will be :baseci- The need to presexve the 
flexibility to adjust(the formula in future years, baso;I on actual results of the< changing world 
under PRWORA, i$ built intO the propoAl •. Flexibility is also needed to coUsider different 
or additiODal ~res, A.JCh as one that looks at 'bow dilld support coUediODS avoid . 
costs in other pub¥c beaef"d: programs. 

I 
i._+_. 

CONCLUSION 

< ,This report of the S~tary of Health and Human· Services; to the Congress recommends a 
' 

new incentive funding fonnuJa for the child support enforcement program that recognizes a 

:range of critical serVices. The recommended incentive funding formula, developed in ' 


I . <" 

partnership with States, rewards performance and j~ cost neUtral. This fonnula will, in 
tandem with the strOng 'child support provisions of ~~WORA. greatly improve the suppon 
provided to Americ4's cbildren into the 21st centurY" We will work with CoDgreSs during 
the legislative p~ to eaad a new incentive fundiDg ronuula. The forwarding of this 
Report and its recoquneDdations recognizes the neeci;to keep the momentUm needed to ensure 
the suca:s.s of the cIJild suppon program while emph3sizing, that further work needs to.be 
done to address addjtional issues in the context of th~ changing texture of State T ANF and 
child support pro~s. We have begun, and will work quickly with the Congress and 
Governors, to resolve those related isSues. , : . 

,~; 
1 

,i. 
1 
r
\ . 
\

Attachment: Incentive Funding Workgroup Report·to the 

S~. of Health and Human Se~ces: 
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THE WHITE HOUSE 

WASH INGTON 

March 1, 1997 

MEMORANDUM FOR THE PRNSIDENT 

FROM: 	 BRUCE REED ?n<. /e~ 

SUBJECT: DPC WEEKLY REPORT 

Han~gun Safety Lock Directive: A key provision in your Anti-Gang and, Youth Violence Bill 
requires all Federally-licensed gun dealers to sell a safety locking device with every handgun. (A 

I . f 1991 GAO study found that such devices could prevent one-third of all deaths..t:esultin from 
. ~., 0 mgs. 0 ocus attelltion on thIS Issue, we are preparing a directive that would . *'.reqUire agencTes toprOVide safety locks to all federal law enforcement officers, so that the 

~~, officers can protect their children against accidental shootings. This directive would make the 

'~ Federal government a model for the nation in promoting use of safety locks. 


Seat Belt Study: The Department of Transportation will give you a report on March lOon ways 
to increase seat belt use. Increasing belt use by only 15 percentage points -- from 68% to 83% -
would save over 2000 lives each year'. DOT's report is likely to urge you to: offer financial 

. §'ncentives to states, consistent with our budget proposal, to improve and enforce seat belt laws; 
set an ambitious national goal for seatbelt use; and challenge the private sector to fund passenger 
safety education. DOT is working to get"some private sector commitments now, so that you can 

, ounce them when you accept the recommendations c?ntained in the report. . 

~. Patients' Bill of Rights/Quality Commission: We will be ready soon -- probably around March 
: -.--....j 10 -- to announce the members of the Advisory Commission on Quality and Consumer 

((\I:. Protection in the Health Care Industry, which you will charge with developing a Patients' Bill of 
~	 Rights. We can combine announcement of the Commission with the release of an HHS 

regulation that would guarantee an expedited appeal whenever a plan proposes to deny care that a 
Medicare patient believes is urgently needed. . 

Medicare Fraud Legislation: HHS and DO} jointly announced on February 25 a settlement 
agreement requiring a laboratory operation that had committed massive medicar,e fraud to pay 
$300 million to the government. ' The settlement brought to over $800 million the -total amount 
recovered by'Operation Labscam, ajoint investigation of Medicare fraud undertaken by the two 
departments. These aggressive enforcement efforts prepare the way for a legislative proposal on 
medicare fraud that we could unveil as early as the week of March 10. This proposal, which we 
are currently working with HHS to finalize, would give the government new tools to go after 
Medicare fraud by requiring certain suppliers of health care services to provide identification 
numbers and to post bonds. We could announce this initiative in a radio address when you travel 
to Florida in the middle ofMarch; alternatively, we could focus then on our children's initiative, 



2 

which would greatly assist Florida's efforts to expand coverage for children. 

" Child Support Enforcement: HHS will soon be ready to submit to Congress areport required 
"'" I under the new welfare law recommending an incentive funding system, based.on program 


f\ " performance, for.state child support enforcement programs. The report recommends that 

'b incentive payments hinge on state performance in five areas: establishment ofpatemity,


G:::?!!! 	 establishment ofchild support orders, ~ollections on Cllrrent..c..hjld support due, c~.Lt!S!!oni2ri. 
past child support d.!!~, and cost effectiveness. We can couple submission of this report with the. 
refease of nett< state-by-state data showing that child support collections have increased by more 
than 50% over the last four years. 

http:based.on
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LRM 10: MDH18 

TO: 


FROM: 

OMB CONTACT: 


SUBJECT: 


DEADLINE: 


EXECUTIVE OFFICE OF THE PRESIDENT 
OFFICE OF MANAGEMENT AND BUDGET . 

Washington, D.C. 20603·0001 

'Thu,r&day, February ,27, 1997 

LEGISLATIVE REFERRAL MEMORANDUM 

LegiSl~t~eh'.a~ Officer ~ See Distribution below .... '. 

. *~~sgren~r for Legislativo Reference 
Melinda D. Haskins . 
PHONE: (202t395-3923 FAX: (202)395-0148 
H~S Proposed, Report on Child Support Enforcement Incentlvo Funding ~ 
NOON Monday, March 3. 1997 

'.; .." • .1.1.,; I t: i: ziii I 'iU":n .'X in ii i '4 ,qp; iii Ii iit'" ':it ':'tic ,daa :ciCi:i.iiii::::iiic::a;;=:·jJjU:Ui:OA)iiUiiiiiiiiiii~iilf..t¥.....J ,:."pt.i...;:n;.:ii:!i;;.::::::::C:::i1f:Zii;a 
In accordance with OMS Circular A-1S. OMB reQuests the views of your agency on the above 
subject before advising on its relationship to the program of the President, Please advise us If this 
item will effect direct spending or receipts for purposes of the "Pay-As-You-Go" provisions of Title 
XIII of ,the Omnibus Budget Reconciliation Act of 19~O. 

COMMENTS: HHS has asked that' OMf3 provide it With clearance to transmit its 
roport making recommendation's for a new incentive funding system for State child' 
support enforcement programs by March 3rd. {Note that the welfare reform law 
(P.L. 104-193) requires the. submission of this report to the Congress by March 
1st.) 

DISTRIBUTION LIST i 


AGENCIES: 

51-JUSTICE - Andrew F~ls 

\ 
\ 

<
EOP: 
Kenneth S. Apfel 
Sally Katzen 
Cynthia M. Smith 
Lester D. Cash 
Michael A. Fitzpatrick 
Barrv White 
Keith J. Fontenot 
Wendy A. Taylor 
Maya A. Bornstoin 
David J. Haun 
Elena Kagan 
Diana Fonuna 
James C. Murr 
Janet R.. Forsgren 

(202) 514-2141 
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LRM 10: MOH18 SUBJECT: HHS Piloposed Report on ChUd Support Enforcement Incentive 
Funding 

Ii 
$ . !i! + itk.•:..:.:.t.:.:.:..:.:...::.:.:....:.:.:....:.:.:..:.:.:.::.:.:.i..i:i1lul r',', t' .. i1r .' iI1 :;aeewu::s...."IfUUJPJ ..".",.",••;;; ii:hi.:iJ.?t:..:.:.L:.:.:.:..:.l.:.:k..:;· I.JI!Ht1 

I~ RESPONSE TO 
, LEGISLATIVE REFERRAL 

,,' jlMEMORANDUM " 
, ,I ' 

If' your response 1.0 this request for views Is ~hort (e.g.• concur/no comment), we prefer thst you rospond bV 
a-mall or by faxing us this rasponse shaet_ lIlt the response Is short and you prefer to call. plosse cull the 
branch-wide IIna shown balC)w (NOT tho &nalyst'll lineJ to leave a message with 8 legislativo 8sslstan\. . 

You may Blso respond by: ' . 11, '\ 
n) calling the an8tystlattorney's direct lIne (you will be connectod to voh:e mall If the an~lyst does nOI 

&nswer); or 'II ' 
(2) sondlng us 8 memo or letter ' 

P......clUda .... LAM ..._ .hown -.o"r'" t~. subject ..own bolow. 

TO: Melinda D: Haskins Phone: 395-3923 Fox: 395-6148 
, , " Office of Management and Budget 

Branch-Wide Line (to ref:lch.l~bltlBtive 8iSlslBIlt):j39S-7362 

" " ',II (Date)FROM: 

_______, ___+.11______ (Na,me, 

II _____ (AgencyJ 

___-:._____-::11.....:...__...:..-_ (Telephone) 

, : If ' , . 

The following Is the reponse of our Igency to your request for views on the, above-captioned subject: 

, 11Concur 
f: 

~ No Objection 

No Comment· 

__ See proposed edits on pages -+-___ 

Other: --"'---------:i-,-,--- ,,' . I --- . 
__ FAX RETURN of __, poges. 8tteched to this rapons8 sheet 
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. ,ChUI! SUpport Enror't~cDt incentive Funding Formula .. 

.... 
., 
, .'lNTRODUCTlON, 

The Personal Responsib.ility and Wort ~portunity Reconciliation Act of 1996 (PRWORA) 

requires the Secrt.tary (\f Realth And Hu~an Services eRRS). in consultation with State 

d~rs of IV-D pragnunl. WrccuUlm~nd lD Con&rcss a new incentive funding system for 

the State child support ~fo~ment PfObams which Is'to be bcsed on progrum POrfonnanOc. 


, . '!I ,', ' 
In order to conaull with State IV-D di~toI1i. an IncenUvo flunc:llng Work Group was formC(1 , 

cotlsistin& of IS State aiv1loeal IV-D dibtors and 11 Federal staff representatives from the 

U.S. Depc.rtment of Health and HumanilServices. Tho Work Group held It. series of meetings 

and worlax! OVt:1r a period of three months to come up with the noommendations for tho new 

incentive funding system. State repr~htativcs on the Work Oroup alsoconsultc:d with State 

J.v-u. progmms not represented directly,lon the Work CJrOUp. The recommendatiOns of tl1e 

Work G~uP represent a consensus (altl\ough. not necessarily. unanimous agreement) on the 

new incentive funding system. The r~" of the Incentive Fundini Work Oroup is attached 

hereto. 11le Secretary pC Health and H~man Services ful1y endorses the. incentive farmula set 

forth in the Incentive FllI1ding Work G~uP Report. rcco&nizing that Work Group consensus 

aepcndl on a6optlOn Of;all Work GJOUi.l; recommendad.oDI. n..u. rc:purl ut Lbc Sa;mw:)' ut 

Htalth and Human Se~ce.s makes ~mmenda1ions to the Committee on Ways and Means 

of the ,House of Representatives and th~: Committee on. Finance of the Senate basecl upon the 

report of that Work Group and addrcuea the need for fFther work in Rr~~~ beyond the scope 


, o(the Work Grpup's ~. 
, , 

'The Work OIoup·sRepprt includes recommendations With respect to other aspects o( 
p:opam funding, be~ incentives, f~ Clample. a recommendation that the level of 
Pedera1 fltwac1a1 participation in State P,mgJ1\m expenditures remain at 66 pen:ent. Because 
turthel work may be nqeded on broader] program funding Issues. we are sending the Work , 
Group nc:o=m,"dadon~ forward· for co'ptddtmWun by the COI18n:sa. ~g the 
importanco of consensu~ I.Dd f'lldo~g l~ Work Group's recommendations with respect to 
the iDcendve formula JtFlf. ~hUe,reseryIns judgment ~ those aspects of the r<O)ntmenda.. 
doils that address ~,et ptop.m. fuft~ini issues., We'are commiaed to working with 'the 
Congress on broadet f'upd1n& Issues arl", !rom the ~ nature' of the relationship , 
betweeD Ihe TANP 11Rd: cIdld ~~ms, 'under ~fa.rc reform. DJ.fUrc:&tioft choices :.'. 

mado by Stales ~ld i~ the soUrce!lof Incentivi paYmeata, i.o., the Federal dwe of 
CIOllectioDs. We ate co~mltted to worijng wlth the OoVemors and the Coql'eSS to IdentUy 
.~ tltat wnt eftRUPe that Smtel do DOt use the flcdbWty provIded to n:ai.n Pedaal 

do1.lar$ in State coffers.; Witbitl 90 day" of the submis$ion of this report, the Adminlstration 

wW. p(OJ)O!e a 1cs.I4bWve IOtlltion to this fun4J.ng problem. 


, " . II 
'~~YOF,~Anol'INS , ' 

1 •• 

o MMsures. 1'be incentive syStem (or State child support programs should 
DlCIZISUI'O SJale ~rormance in t'i~c arc:aa: cstablishmeftt 0'pawnitiea, estab

~ ,'/1 •:; , , 

. i, , ' 1 

j . ' 

'" 

~. 
. '-: '. 
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" chnci Support Js;nforeament lDcentlve hbdlng Formula. , 

----...... -_.. _.-----------_........._-
. . 

Usbment of child support orders, collections on .~t child support due, 
coUcctionon past child support due (arrears). iUld cost effectiveness. 

o Stau:dards., The incentive system should provide additional monetary 
payments to States based upon State perfonnance for each of the five ' 
measures.' The' amount of incentive tor a particular measure should. be based 
upon ,ertabliabed.stand;u'ds of perfonnanO!'..· . 

o COUectlOD~. The amount of potontial incentive payments available to 
eaeh indhtJ.dua!jState Should be based upon a percenUlge of its own State 
collections • its: ·collection ~.. 1be co1~on base should lnclude 
collections in bOth Temporary ,Assistance to Needy Families (TANF) cases and 
non·TANF caes. However. coUections in TANP ca.ses and formm- TANF 

, CUC8 ahoLil~'~ glYen more weight. :,~ , 
. 

, i : r; . 
' 

o :rt:lae,tn. The. new Incentive system should be plUl~ in oyer b. one yc.':l:ll' 
'period beginnmg in, fi~ year 2(00.' ' 

l 
o 'R.e,inv~~t. Ineentive.'paymenu received by R State should he 
ramvo;sted :in tl\,e State chUd support pr~ram. . , 

.. 
o MalataJo F;FP. The Work Group recommends thru the, Feder1l Financial 
Participation (PPP)"rate for Stato program ~ditures mould remain at 66 
pe.tC8ftt. AI, t:f:i.ieuued above. further wor1r an JIl'Be.r program funding issues is 
needed before q.ommttment, to the cu.rrent level: Of Federal fundine of p~ 
coa~.. 

o Review Mtdwlolsm. The Dew inCentive IijStcm should be rcvi~cd on 1l 
periodie' hull ttl ensure that it mntinues to rewlrd pro.cmm eoa1s. , 

, BACKGROtJND 

nuder Sedian 4Sg of Tttle JV·D of the Social Security Ar::I.. States are currently paid as an . 
incentive a minimum of six petcent of their AFDC c:011cctions and six percent of their '. 
nonAPDC collcdioa&. i 1.1lCte b abo the potential to cam up to 10" of collections based on 
the State's'cost ctfec#vcn=. However. the tow amount of noDAPDC incentives is eapped. 
at US,. 'or ~ APDC:iacet!vo" . , 

nus cummt incentive system has ~ .aitic:U.ed because It is focmsed on only one aspect of 
tho IV-I) IN'OCl'IlIft. n;. inOODtives o.re.pa1d bued only:;on a State', COIl effectivenOlB and all 
SWea receive a buc ~~ of pcdormancc. :¥ast ehUd support experts bcUeve that 
dill: incentive system has ~o reat *"centive effect tvacmleaU Stares recelve the mltllmum Idx 

2 
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ChUrl, e\Upport F..ntnrpa.ment Tn('~nt.'y.~ ~lndll1g Fut"lIlula 
'f 

. ·11· . $! 

percent of incentivcs.This incentive s~stem also does. aot reward states for other important
ASpeet& ot ohild ,uP.PO~ enloreement. srh u.s p3.~ity establishmont. 

Over the past decado, Cl l\umbor 01 co~missions and organbatioftc have recommended the . 
adoption of a new performance based ~centive system. In 1988 Cong:ress authorized the 
creation of the U.S. Commission on In"'ntatc Chilcl Suppon to make rccommcndalionK to 
Con~ on improving the cbi1d SUpptlrt pros;ram. When the Intentate Commission [Slued 
i~ report in August. 1992 It called for ~ ltudy of the federal funding formula and a change of 
theince.n.tive structure to one. based uP4n pf".d'onnAT\'r~.. Other national nrganitaOt')ns. 
lnclucUn& the National Fo~~ of Stat~ ~li$l'lUre,Si the Ameritan rUblic wctfare 
Association, ihc NittWl\al Governur's ~''JOC1iu1unJ JlJ\d' ~vcnu national ad~y 
organizations have alsO recommended the adoption' of a: new perfonnance based incentive 
system J ," . . I . ' 

In June, 1993 Presideat Clinton established D WorkinC'Group on Welfare. Family Suppon. 
and Indc:pcndence to come up with a wblftl.I'e plant including ehild.8upport enforcement 
reform. The plan. clea.i1ed in the proP9sed Work and ResponsibilIty Act of 1994, would 
have required the Se.cr¥arY of Health and Human Services (HHS) to set pertonnance' 
~ for State IV·D pfOII'I.ms and I'mward states with hieb performance. Other major 
child $Upport enforcem~t bUls introduded in 1994, 1905, and 1996 by both Republican and 
.l)omooraIio membc:i'a o~CoD8=' IDdt simllat ptVVillion.. . .. 

. AI a mull, sec~~ :wi of the PRWO¥ requested. 1h~1sc:creta:ry tu wnsuU With 1V-l> 
directors and reco.rnm.en.d chan2es: The law states: ':~ , , 

• ~~ of Heo1th ld Human' ~ces, in 'consultation with State 
,II ' .

dlR!QtOrl of child support enfo%t1Cll'lCf1t prognuns shall develop a new incentive 
~~yatcm. in I ~uc neutral rnarift;cr.,; .'. . 'II· ' 
'!be ~l&yst=llball prqvide. additional paymems to any State based on such 

' .. . ~'. fOi'maD~ ~ such a.'p!OP.U1; ~ ' . 

.. . 1". ~ tbaIJ tepOl co Congress 0Zl 12\.. fttw .ys~m by Mud\ 1. 1997. 

The Incentive I'undlns Ylork Gxoup VI¥, formed in OctOber•.1996 consisting of 15 State an.d 
local IV-D d1reclars ortthtit r.prosentatlves and 11 Pedetal staff repreJentatives ftom the. . 

, U.S. Department of~th a.nd Human!ISorvices., .Th1s:~co11aborative approach drew upon the· 
. panne.nblp forJed (furl", the FederIl Office of Chlld ~lPJlftn 'Bnforcement'! pnot ot the 
G~cmrnent PedOI'1'llUC:o and Results ~ct (GPRA). Barlicr efforts of this Sta.Pedeta1 
piIt.ncrIblp produced a five-year na!io~ Strategic Plan for the child support enfol'CelJ!.ent 
propam and a I8t of CMl1'COnte mcuures'lto indicate ~.pn1gnmtl .11~~ in achieving .he 
goals ~d objectives of the Strategic~. 'Olin, the same collaboration and consensut
bulldJrta ~.I tileJoint W011c Oft:JUp etten between. State and Pc:dmd part.rae,nf bulllllS 

3 
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J., Child Support Enr(ll't:l:ln~ll1. Iru.:eatbe Fulldlnc Fonnula 

recommendations tor.& new incentive funding system on [be' foundation of the national 
.SlrQJogic Plan. \. . 

PERFORMANCE MEASlJR11:S AND STAN'DA.RDS 

The new incentive system measures Sta~ pertunna.llceln five arcu: establishment of 
patemit:ies. estBblish·ment of child support orders. colle¢O.Qns on current child support due, 
co11tction on past child support due (arrears). and cost 'effectiveness. There was a consensus 
MtOnI the Work GlOup .membe.rs that thf.".te'. are the five most important measures in 
fJc1ccmlnlng the suc.cc:s$ of the child support cnforocment progmm. These five measures Gte 
nwrly ideutical to ,be .hlea5UrcS propo:sc::d in the m~or welfare btu, introduced in the past 
few years, including the Work and ResponsibiUt)'· Act of 1994 and the Personal ResponsibU· 
ity Act of 1996. The specific equations for each of these five measlires were developed by 

. the Incentive Funding )'York Group relying, in lar&e part. upon the national stia~gic Plan. 
Thus. rhe8e meuures iefJeot a widospread Consensus among child support profesdonals 
rq;8rdit11 the lIYU~r facIon we 09pt 10 be measuringtc determine suocess of the child 
'support program. 

The patem'ty estabUshl;nen.t measure and standards in Wtioular require some expIan.ation. 
tJ~ the statutory Paternity R~btbli~hment Percentaae., states are penalized if they do Itot . 

" 
c:lcmon.mate a cCrtain ~_e of improvement over ~e previous year. The Incendve 
Funding Workgroup dt;cided to award incentives to States that may have maintained their 
bl&h pcl';formance but cil4 noi Improve enough.lO uvoiddle ~ty. The Wortcroup did not_ 

want to multiply the ia)pact of the penalty standards by using them to detenriine the award of 
incentives. This appr~b wo~d have rcsultedih some higb pe:rfonning States losing all 
tbc1t patomity incenti~ simply bocausc they did not improve enough to 8voJdthe pt'JU\1ty. If 
Iho award. of incentive payments were 1inlax1 to the minimum improvement n.eeded. to avoid a 
penalty, a b.t&h pcrfotD~' S~·would nol rece!ye M'1ncendvo paymunt and IIh;u 118110 a 
peaa1ty uicased. Forcumple. Teus sdrlevcd apatenUty establishment percentage of 82_ 
m FY 1994. In FY l~. performance improved by 11 to 83~ - not ~OUih to avoid a 
pcaalty. The decllion .to reward Sb.te pe:rf0J"q'Wl0e (whether IUStaJ..ned h;ih nerfMll18l'K:ll or' 
significiftt impmvemellts in performance), rcprdleu '?t whether a State could be subject to a 
penalty. 11 ~J.e~on lb. low end of Slate ~ u Wl'4l. ShOll1d a low . 
pedonning Stale faD. to inipmve pezfGmWlOO enough tq avoid a penalty, the State would 
'have to imprOve perf'~t»at 1wt by 101 to earn ~ incentive• 

. 1 
t ,.: 

The new incentive system should provlde additioaaJ monetary payments to States based upon. 
Slate pe;rfox1l1anoe for ~ of dle ttve measures. "Ibc: IUllwnl ot incelltivf; for a particular 
measure (, baaed upon ,established standards of performance. Tho Work Group soUght to . 
a;eare staDdards that ~ both high performing states fur maintaining and improving an 
their Iuc(iaa end ~raaed poor perf'o.rmlng StlU.Q 10 improve. thch n:.sulu..Accordln,ly. 
the Work Gr.ou.P conJi4ered both past perfonnance and trends and. data estima\eS for the 
future in..~ulhlng t&s perfonnaneo SUlIId3rda. ~:P=normancc ~ ad0pcc4 nflo:t 

. j 

.,! 4 ..; 
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ehU,!, support Jtnr~reement Ineenti"e Funding Form..l" ' ,> 
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" II I".. ' 
tnree obJectIveI: (1) incentives shoul~ increase as pe~prmUice improves; (2) states 
perf'onnina at the very hI,hest level tI1at we can loasonable expect should receive the 
maximum incentive for that perf'ormsAce measure; and) (3) there should be a minimum 

. ' II. ' 
th,"hoid of porfo~cc for C8Ch measure ~t that ,States below the lhroshold &howing 
very tiinificant improvement In perfdhnanc:e should be rewarded with somo incentive. 

':. II " ' 
Por eaeb standatd, there is an upper threshold for the pmgram to achieve. most often 'set at 
80 Percent (and S.oo {or the cost effetnveness ratio). My State that achievC$ tMs ' 
perfOf'lftaft08 level. or 'any level abav~ this, i£ entltled to the, fuU Incentive for thar measure, 
'The rc.:uo~ fur u~ng tim 80 pcrcc:nl ~landar4 include a recognition that there arc fActon 

I II, ' 
wblcb wUl make aclJl~vem~nt of a peffa;tl00~ Ii'COrc. whether for establ1shlng paternity or 
eolleetinlon current sUPJ)Ort, impossible. TIlere was con~sus that 80% is 810vol that 
Stab::S can realistically "strive to BChie~e. For example~'in some wage Withholding cases. 
because of the peeu1ia.fities of the. ~dar and payment~ cyc'~. payment.~ may be attributed 
to'~. In the las, fonnu1A, where·thctc is no Upper limit, tho maximum incentive is 
achievable at 'a Cos"~veness n.~ Kbuv~ 5.0 (i.e.: $S of child $uppon Is c:ollcctc4 for 
eB:Ch' 51 spent ~~~ it). II , . 

At the lower end of th~ sc:a.1e In each"''''.... there is a ininimum level below which 
jperformance would not be rewarded. I These lower limits were set hy e.XAmining current 

pccfomlAll.OO data. .HQwever, if a stat.c. can demonst1'8.te a substantlol lmpro,.cmco.t, oyer the 
prior yeat's p,etformance. that impro~ement would entitle the State to some incentive 
funding, thOugh ne'(eI'l mote than halt of lbe max.1mum Incentive possible. (lOne 00»1 
eff'eativene.u measure js the exceptioi to this Nle.) ~$ a result, those'states with lower . 
perfo~ leYel& wijl at le:ut reeei've some bicentivepmvided that the program is moving 
aufticlontly qulot(1)',~thc,rl,bt~. ", . . . , . 'II . ;~, . " 

{ I .~,', ' 
the upper and lower cpJ;ahokls COl', ~Connarx:e are bpcd on analysis of State perfonnanco 
data and prqfectimu. tIbe work ~ recommcwJc4 that. in the future the fmmula be 
mi6wed and ~justed~ If necessary. 11 Should actual exPerience demonstrate, for example, 
that tho ~orlty of' ~tca easily achiFvc cbc hls~ pe:rtormGft06 ltandard in a particular 
~\ft, then ~ ~ula should beiitee'lalualed. to see that lfrewards IITlProvement, 

A brief delcriP.tion of ~ measures (ollows. TheequatiODs and standards are lne1udod in the 
workpoup JOPOlt.' ' I , , 

., 
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, Is 

" 
'\ -.. . . '-:'.PATBRNn'Y SS,TABUSHMBNT 

The measure for ~ty e$tablishment is identical to Ihat included by 'Congress in the 
.~aoOQl RosporisibUity and Work Opportunity ReConciliation Acr of 1996 for J.l1l1"pO~$ of 
'paternity estab1isJl1nent;penaltica~ : ' 

.CASES WITH SUPPOR.T·ORDBRS 

BsiabUsb.in, an orc1et lp pay child support is a critical ~t Step to collecting aupport for 
ftunili~. Tills ~lC8.Suro Ibow~ how much of a IV-D a.gency·s ca.seload is ca.pablo of being 
enforced 'and 'hpw well the agency.is keeping up with ease backloads and intake. 

. , 

COUJJCTlONS ON CURRENT SUPPOR·T 
1 

The third measure focuses on the proportion of current support due that is collected on IV-D 
,cases. 1t gets to the hean of the prqgram: regular and aepenc5able suppon payments to, 
families.,·' , 

~ '~ . 

COUBCrIONS .ON A.R.RBA.RS 
i "f ' 

This l'Qca.sure foaI~ ~ how well States are doing al'C;ollec.tin& some &mount of money on 
those cue&having an arreata&c. 1;be measures specifiCally counts paying cases, and not 
totall.ft'elAN dollAraooUtoted, beoauae Statal have very different methnd.~ of hSndling certain 
aspects of arrem .CW$, .such as theft ability to write off bad debt or debt which is almost 
ccdaW1 ·UllCQIlcctibJ~." ' 

cOSTBFFBCf'lV1lNiISS . . " 

'The 'final m~ •.sse$aes' the taW dollars coUected In the chUd support program for each 
dollar expended. Currently. coil effectiveness is the only measure on which States are being
·ud&M'I. " 
J, .-' 

", , 

-
" , 

WEIGHTING,AN]) ¢osT NEtrrRALtTY 
,! 

Each State wU1 earn five ~ brtlled ~1 performance on c:ach of ·tho five measures. 
However. ,then: was a. &trong fed.in& &n'lOQ& membcn or the Work Group thafthe measures 

, , wore not of equal lmponaitcc and should nO( CItJY aneqUa! welghL Thcreiore t the cJec1iion 
: .

; 
' 

6 
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, : /I 	 . 

..... reached to munt 1b~ fItst three !!-.ures (paternIty es~lis~:ent. order estab);~ment 
Mel ~ti(Jns on cur.l'tlnt support) ~li8htl)' mnre hc.a.vil), thUl the last two (QOllcctions on 
arrears and COSt cffec~veneu). porll each of the first.thIee measures, ,a 100" score earns 1" 
of the ·CCJU~tiuu bale" as detlned ~elow.'Lower scores CIU'1l a peroentaCc of the 1". The 
.lasl two measures are:worth at a m¥mum.7S~ of the collection base. Lawer scotes, 
again. ~ a lower p~rtlon of tiS .7S9(,. • . ' .. 

Added together. the three measures at 1" and two measures at .75% equal 4.S~ of the 
eoU~tion basc. Coat: neutnlity .rnaAdatcs that a new !n06Btlv6 formula will not cost more 
than the current formula. Allotlinglla possible total of 4.'7i of the collectlon base keeps the 
new formula Q)st neutral. Preliminpy estimates of incentive fundlng payments under the 
mcnmmended formu1&. are within tH~ l'8l12e of c.ongressional Budl!ct Office 'Projections under 
c:urrent law. .. I.!::' . 

"tIlE COLL'EC11ONBASE i.; 
~ I .: ' 

Tho QUm:t\t inoentivcsystem is based 'on a pcn:en~:;or total TANF collections plus DOft

TANP col1eotions capped at 11S~ :pf TANP colledions..CcUectlons for inoentivr. Pll~ 
iracludo thOIC mado on boluUf of other States. There are aevera1 probleml that Stat6t are 
ex.perleDdng with thc;<:urrent fOITn~1a. which will be .~ate.d in the future. First. those 
StaleS for whom a large percentag~i of the caseload is non-TANF are effectively being 
penalJzed because they cannot ~t all of their Ilon-TANF coUecti.ons. This may .not have
been a problem when tl'he cap was fitst estab1ish~, but ~ StAt.e.~ are succeufully mQYing 
people oft of u~, IM·effect ;hf the cap is ~vated. Additionally. it is POSSible that 
the nurnbel' ur aabtamcc ~ willi dcc.n:ase OVCl time as the implementation of WcllarcI 	 .
reform moves people towa.nS te1f·~ency.· '!be ~t of Ihls success would be a amaller 

. and sma1le.r number of Ince:tldye ~ars availabJc. to tho S~. . A rdaled lCIWt of cappmg 
the oon·TANF aolleotjonlil that States have tess incet11ive to work oon-TANP cases once

'II 	 '.
tba Srata bas ~~ the cap. ~Work Group felt d!at states ouiht to be rewarded and 

'\ 	
~cd tow-ext all cut:oS. .1'0 the i.na::ntiV~:;basc GUlltt to include all non-TANF 
CQllectlons ~thouta'r as well 1allowing S~tor-oUDt interstate collections. . 

The ""ork Ol1ll1p Also Jelt that It ~~ lmpartant to ensure· that states continued to 
have IIJODg iD=1ivestto wark T~ r:ascs and (otmer TANP cases. eo1lecLion or child. 
support for thcsc cmu.p3 Is ~1 important to usiJt T..ANP recipients to leave welfare 
and to help tbom ~vc self lU~piency 80 that ·,they do not retum to welfare. Smco 
COncedOD in TANP and tonner'TtNE' cases is geacrally mOrt4ifficult than .In nOl'l-TANP 
CL'IeS•. aDd non..TANP ~11ec:tion1 ~ rising at a faster rate. It Is sensible to provide a heavier 
anphasis ~ COUdOft: in TANP apd form=- TANP cases- In addItion. conections 1ft TANF 
casca provldc.s direct Sllvin;1 to th9 state and fcdcr&l ,ovcmments. 'Eborefore the Work 
Omup rec.ommellds adding coUecdons macle an fo.m~"TANP cases to collections made on 
TA.NP cases and doubllna these c:6ueodons in the f~flla to glve them extra emptwlJ. 1biI 
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CbUd SUppOrt. EntQrcement Incel)t:.\'e Flllldlng Fonnula 
i . 

------------~------~------~~;.-.--------------------.
has the added benefit Qf mitigating the impact of the change. from the current incentive 
system with its cap ,on. the n.on·TANF colJections so that the potential col1ection base would 
be more eqult$le'to state.s. The formula recommended is therefore: 

2(fANPS· + fO,rmer TANFS) + non-TANF$· = collection base 
.' .. ) 

*n.onTANF does not include fonner TA.N'F 

,;.,PHASE IN· 
i 

By definition. some sw.es wUllose incentives by changing to anew incentive funding 
fonnula that is bptb perfonnance based and cost neutrK1. To mitigate the loss, the Work 
G.roup~mmended ~at the fonnula be phued tn. i~ 8,CC'.omplhih thh, for·fi~Al yeAf 
2000. a Sf:atc wc>uld aun balf of whet it would have eamed under the old formula. and half of 
WMt it G1:IJTlfl under 'he new atIculatlon. III fiscal ycar2001, the new fomlula would be fully 
implemented,. ne" year \\Illl provide those States affected to absorb reduced revenue 
wliUc ImpmvmJ pedo~, " 

~·Of' INCENTIVF1i IN CHILD SUPFORT PROGRAM 

(..~tl1.'"JI.tly. incentives e{uned by the State child aupponprogtams do not ha.ve to be relnvesred 
in State pmrram.41. The re.~utt is that money that comes from the PcOeral inveBtment in the 
child .upport proaram pan end up belne used for otbetpurposes. The Work ~roup stToDgty 
recommended that· SUl~ be requ.irai to l"C1ovc.st fcderij dollan Into the child suPPort 
eDl~tllt pro~. ~. Tbis would enSln continued i~rovement. adequate resources, and 
t:bo rDIin~ oC, h1~1 performAnce.levela. , ; 

, . . . . . 

• • t . 

. rBD~ FlN4NCIAL.PAIlTIClPATION". . ~ 

Cum:o.t1y, cb& 1'edentl &ovomme.at p&lY& 66.·of the adm.illl8t:mttye colt of the ohU4 support . 
proeram. M a n:au1t of both Federal and Seato efforts -over the JUt four years, child support 
C9lleclions and'patCmity'esmbllshment has n:aehed record levels. Yet, We still have a long 
WlY to 10 lO improyO q. progmm to wher. it should &Ilti:mately be. The PR.WORA requires 
that SlateS Imp1e~t Itlany changes to improve the operations of their programs. The Wolt 
Group betieYea *oIiSl~ that continued fund.ina at the present level Is ct1ric:at ,n enttlre that 
m.t.c!I bave the MCe8satY stalland resources to meet ~ new xequirements and cbaUen,es. 
HowevCl", before ando~t of d1is funding level. ~lntczd to follow throueh on our 
comm1tmcnt to discu8Bipne Oft thobr0a4or PJOsram tundJn, issues which atl£e" under Saue 
tle.tIbOlty.Uftder Ihe'Tt\NF ptogmIn. ' ' 

8 
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REVIEW MECHANISM 

There were two ~or ,difficulties tha~faced the Work Group in developing an incentivo 
fundln& formula for the future. F1n,~1 the Work Group 'recognized that it was making a 
IWOIlullocu111.C.lon tOt" (onn",,* Lind w~~lt1 no' bo put into ottcet until py 2000. Wilh lb." 

passage of the Pcnonat ResponsibilitY and Work Oppor;r;unUy Rec.onciUation Act of 1996, the 
child support enforcement program ~llikelY to cha.nge,4ramatically 1n the next few ytM'S. 
The effects Oft TANF and non-TANlilcaseloads are unee.rta1n.. This limits the reliability of 
the data upon which the recommenda~ons of the Work Group are based. Therefore, the 
ohUd IUpport proaram'E ...ulta and effeor.c of the new fflCentive cyQtem ahould be re~" 
periodically. Umited discretion sho~ be """ted to the Secretary, to' malee appropriate 
changes, in c:on,sulUU1on wf~ the sra~. based on tho ,prognun's actual resultS and effects 
eNery ~ec 'to fi~e' years.. 

, 
" 

NEXT STEPS; I 
Wf( rec:o&n~ that Wo*" Group consensus depends on a.4opaonof all their recommendatiolU. 
We fully en.dorse the ~ements of th~ formula itself. Hpwevcr. the Work Group included 
recommendaticnll with respect to otJ{~ aspects of pro~m funding. Bec.au~ further work is 
needed on broader propm funding lissues, we are 6lCII'14ln, the Report forward with a 
conlnutmalt to world", with the Co,~,R:SS on broader funding iuuca arising hom the 
~,ne.~rc of the ~oilsh1p lktwccn the TANP and chl1cl s,upport pr0gta.m8 under
welfire reform. . .,. . 

In addidon, bifun:atiOll~cboices madp by StaleS could impact any incentive fun4ing formula. 
'I'he Pedcra11~ of OC]llectiona ~Q)ntinu~ u the 8OUJ:gC of incentive paymoma. 
Depaidln, on how States atruoture .fempotIrf Assistanoo to Need)' PamUin propams, the 
Paknllh.a.m of co11ectiOftS could hi reduced, threatening the source ·of incentive paymeats. 
Cufft".ft~fl}he Jlederallham of con~ for PY 19961s ~roJ1mate1y$1.297 bWion. of 
which MW mWicm is paid to StatoSllrt incentives. We wUl work with tne uovomori and the 
Conp-oas to identify approa.ch.es that will ensure. 1hat s~ do not use the flOXlbiUty Pmvickd 
to.J\$ln Pedora1dolJ.ar:1ln State oofren:.W'Jthln 90 daiJ of the aubmission of this repart~'
me Administration will :propose a l~is1ative aolu.tion to'lthis funding problem. 

Finally.. tbe work aro~ t=Ogrlizcdl that the p~~ve~lUty or datR and COlt esCimatcs is 
Umltcd liven au:rent ~ and the ijnpI.ct or iUob factorS a.s future d.mo~phic trends and 
PltWORA. AdditionalFedeiaJ. an~1 State efforts m critlea1 before PY 2000 to ensure Scates 
pmduce reliable data upon which ~ve funding w:U1 be basec1. Tho n~ to preserve Ihe 
~1Hty to a4just Ihe fonnula in ~wn yom. bUed on actual RlUlu of the changing world 
under, PRWOI.A; b bul,lt mlO Ibo P,.ropora1. ' 

TI 
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Child Support Enforcement lnecnUvc Fundlnz Fonnula 

IJ. 

CONCLlJSION' 
. . 
" . J 

This report of the Sectetaryof Health and Human Services to the Congress recommends a 
new incentive fUnding formula for the ehilt1luppn" enfnrtement program that fr('.(Ignlze.s a 
ranse or edtic:al acvi~. The taQOlnCl\cnded i.noonti.... ·fundins fonnub, dcvelopCld In 
pannorabip with States. rewards pc:fOll1Wl" and Is cost neutnl. This formula wW, in 
tandem with the strong chlld suppon provisions of PRWORA, greatly improve the suppon 
provided 1D America'schildren into the 21st cenrury. The fOJWa1'ding of thiS R.eport and its 
recommendations rec.oeni7J!S the need to'keep the momc::litum needed to ensure the 5Uece.U nf 
the clWd .upport ptosram while emp~ tau further work. needs to 'b. done to address 
addltlonel issues in th~ context of the changing ablre:of Sratc TANF end chlld support 
prognt..qls. We have begun, and will worlc qulcldy Vri.th the Congress and Governors. to 
resoLve tnose rel4ted 1$SUes• 

.ActaChmellt: ~t1v:e flln41ng wor~up Report to the 
S=rebUy of Health and Human Services . 

10 . 
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I ,
~CENTIVE ~ING WORK G~OUP REPORT TO '..UK SItl:KJtTAKY OF BBS 

INTRODUCTION I' · 
The Personal Responsibility ~d Work Opportunity Reconciliation Act of 1996 

(PRWORA) requila tbe Sc:c.rcta.ry of Health II1d Human ServiCCII. in consultation with 
dircoton of State Child Support Enf?rcement (lV. D) ~roGmm', to reoommend to ConGteSs it 
new i,ncentive fundmg system for th~ States which Is to be based on progn.m perfonnance. 

This report summarizes the r!:ommendations of the Incentive Funding WorkGroup. 
which was convened by the Offic;oe ~f Child Support Enforcement (OCSR) in the . 
Administration of Childron and Farniliera (ACF) at the Department of Health and Human 
Services. The Worle Group, which 90nsists of 26 representatives of State and Jocal IV·D 
PrQgIImS. HHS reg1o~ omoes~ an~ the OCSB centra./. ottice'met three umes between 
November. 1996 and January, 1997~ Between each of these meetings, the Work Group 
circulated ibl de1!ltdnnft ,and fet!nmmJnda.tions among all 01 the other States. realon by Iellon. 
ud aot feec1back and reactions to d~d.ons which were then incorporated into .the discusSion 
and rocommendallons Qf the followih, sess.ion. nus ~ind.ude.~ the final 
~mmonQw1anli or we'Work Gru~p. 'W1U1&h.c: c .. ...:c:.,yull ut Ull~ "'i~ullu~ 3w.lG, Llu::;; &lUUP 
reached consensuS 'on· ~ final reCommendations. .' 

. : The """"mmendation. of I~ InC'elltive Funding Work Group were buDt on die earlier 
efforts of ijoiDt.~tate Perfonnanee Meaures Work Group, which met between Msreh 
199' and J'u1yl996. 'nl~ cf(Q;UI~w (JuL uf (he work thnt had bOon dono b)' ocsn and 
the StateI, as pan of (pilot p~ for the Government Perfonn8l'lCe and Resplnsibility 
Act. to ~eIop a five year National Strategic Plan for the Office of CbUd Support 
PAfo:temmt and Its'S~te.partneTS'll· . , ' . .' ' 

11tc; Im:cnlivc Pundln, Work Oro\lp zeoomme;n4. that five 1m)' perf'~rmanoe meaaures 
. II '. ' 

be used to evaluate ~ State's pef;formance and measure results i,n the Child Support . 
Enforcement program. ;These ~urea crnphasil: ~lty establishment•. support order 
CSblbUshment, cot1catqn of cu.rren~ support, colJectloQ 'of arreara&ea, and co.st efl"ec;tlWl'J.i':SS. 
Inccntlvea would be ~d tr:a the St81es based on cacb siate', welPted soores on each of Cheae 
measUrC'.:& and QJ'c.n18~ and paid ~ a :pcRX;Il~e 'of the Stasc'. ohlld supportconecticma. 
'The~n.of.thIs:fo~u1a wID bCidfsCUSsecI belOW. . 

The Incentive Pund.ing W'* Group Ul¥Q thal the cn~ lnCCDtive fundil\t (annuli. be 
viewed as a whole package, of which the individual pieces fit to&cther t() achieve a package 
of Ucaircd l'C5ults. A1tcmtion of aJily on~ piece of the. formula could shift th& entire intended 
impact of tho incenti~ in an un~e way., The Work Oroup stresses that the near total 
COD8elJSUS amon, the partnen supPorting thl! fonnuJa,depeQcls on the aCloption of the package'
ai a whole.·'; '. ' . ,

" . 
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. There is still work 10 be done 10 define. each fRC'.tOT in fI'.aeh measure RO Ihlt., 1\11 States 
arc counting the .same things. whetber cases. ~l1ectioris, or expenditures, and counLing them 
consistently. The Work Group will meet again to settle any outstanding deftnitionallssues. 
Many of these hlve alrcit.d)l been addressed throu&h the work of 'he OCSB Measurtng. 
BxccUcnce 'tbrou,h Stalbtic¥ (MBTS) lilitlallve. The Work Group a&reed 10 adopt the 
defmitions contained. in the Outcome Measures document. e.g., cases in which there is no 
jurisdi,ctiOJl sbo~d -be excluded. 

. , 

In this s:eport. the principles and constraints tlMll guided tho ,rOup's decisions are 
discussed. The senora! thomc:s that are consistent in all meo.s",res a.re presented. Ti'\en ~ob 
measure is pr~t.ed in detail. Finally. there is a discussion about the relative importance of 
each m~ure and the determination of tt&e collections on which the tncenuve runC11ng Is to be , ;;, ,ha.t.ed. . . ., 

, ' , 

" , 
~YOF~MMmm~nOm 

o Measures. ~e incentive system tor State chiL4 suppon pro,rams shOUlel 
measure State '~ormance in five areas: establishment of paternities. estab
lishment of chila &uppOtt orders. colleclions' on current child sUt'J?Ort due. 
cOllect1on on ~t child support due,(arrears), and COlt eEFecnveness. , 

o 5tan~. ;'111~ In~Uv~ system should provldeadditlonal mun~tury 
payments'to Sm,leS based upon State perfonnan~ for each of the five 
measures. Thc1aDlount of incentive for.apartiql1ar measure should be based 

'. vpoll ~~U$he4 stan&uds of performance. ' 

o Co1lcctlon BMe. The amount of potonlinl Incentive P'l),mClntl .vailaWlc: to 

each incliVidual$ta1e should be based, upon a pcrccn.tage of 'irs own State 
collections - iu1·coUection lluc.· no coUec&ion base should include 
collection. in both Temporary Assistance to Needy Families (TANP) cases and 
11Oft·TANF cast\s. However, collections in TANF cases and former TAm 
euea .bo~(f~~"'ven more wdabl. 

Q Phase ID. The new incemf.~ system should be phased in over aone year 
period b,e~B in fiscal year 2000. . 

i '. 
o RelD"lISttlIp.nt., tnoentlve paymeJlts rcc:it:ived by a State should be 

': " reinvested In',the,SII1e child support progtam.. ". 

o MaIDfl'n m., n.e Peeler&.! Pinmcial Participation (FPP) rate for State 
program e~cUtu.res should remain at 66 pcM'CCftt. 

http:RelD"lISttlIp.nt
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o Rel'ltw M~•. The J~w "mcentive syste~ "should be reviewed on a . n 

periodic ~$to ensure that it continues to r~wdl'd pl~&ram goals. 


PRlNCn'LES 

~ order to.devc1Up.~c in~tiYO r"lIdln, measurc5, the Work Group agreed to certain 
fundamantal,princlples. which would g~de their discussion and decisions. . 

, : II . '. 
The Chilrl SU.fIpntt Enfnroemerit Progmm will put children flrst by creating an 

~~tive, ~dlng, fQrm~' tbat~.. I '. . '. 
• 	 is pedonnance-based, encouraging improved program outc.omcs 

• 	 he.lps 10 ~eve the i~ articu1lttd In the OCSB NatiorW Stralegjc Plan and 
avojds unintended ~uences .' 
:' II .

• 	 continu~.to respond promptly to improvements In the desired area of 
, pcd.onnancc 

.. 	 • 4,. .,. 	 ....
• 	 1'«=0~ maintenance of high perl'onn~ as well as improvement in 

pcdo:m~ec.lCyeJ. I . .... . . . 
• 	 roqu~ that incentive) dOllars and federal matching fuJXb be i.n\lcsl.cd in the . 

ChlJd·Suppon Bnfmceaaent pro&fll1l 

• 	 mOIudes ~ s;neohaniamllthat will allow the commiHee or the. S~ry to review 
and ~lu:l'u,,,,_ the formula in the futJ.1re,.if necasary, based on an evaluation of 
thO~- II . . 	 . . 

'. 	 tteats ill·ChUdam eqUitably 

• 	 b si~1c.·, 
i. 

. . 
.. 

The PRWORA legiaJation l'J.l,Ibdatea that a new inoentivo funding formula based on 
performance should be proposed. In eac:h of tl,c five recommended measures, a S'llte's 
performance ift e. specifi.c prosram b (paternity,' order establishment, Current support . 
coUectian. arrears co~s. and p.,si ~ectiveness) is measured using a mathematical 
formula,. All States,~ achleYe ~IIormance above 8. spedfl8d minimum score in each of 

3' 
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the five measures ore entitled 10 some portion of a nwtimulTl ponible inc:enti\'e. In four of 
the m~urQ, 'he rnwinum incentiYe is ilvallablc to tho~ Stateo S~rinB a'Dow> 11 thmhold of 
80~. '1"his uqet n:cogn1zcs that for'each measure there are facLur~ whJcll will make 
achiev~raenl'of I perfeCt JOO~ score, whether for establishine pate.mity or couectina on 
(".um:nt lWpport. i.m~iblc. Some eases are beyond the conuol of tho IV·D agency. In some 
wage withholding C'.'It&$~ because of the.peculia.ritie-s of the mlendar and payments cyelf'JI, 
payments may be aarlbj.1rcd to am::a.t'aCea. In th~ 1ut rormula., where there is no upper limit, 
the..maximum incenl1.voils ac.h1evab~ Kt II. co~lIeffccdvencss ratio abovo S.O (Le. $S of c:hild 
support is coll~·for\cach 51 spent to coUect it). 

The formulu taCh have lower limiu below which incentives e.re not paid unless the 
s~~. mAkos .. Jars- moro&N OVOI' tho p~viou' )'eGI"£ performa.nce. ThCilU Inwer 1imI~ were. 
'~l by c,unUrWl& ~Q~ pcrloqnanc:c data. 

. . . 

.~()~ tlte ·Strat., Plan 

In Pc:bruary, 1~.s. the fedcn1 Office of Child Support Enforcement and ita State 
partners acWevedc:on.sensus on the adoption ot a Na!1onal S~c Plan for tho pro;mm. 
Tbe Plan c:oasists ot' three major &oaIs. u welt as a numner ot Objectlv~~ fur t::IWh ut Lh~ 
gnB.Is. This effort was ,.. result of OCSS·s participating as a. pilot program for tho 
'Gavemmeot P.enC:xrrDt.ftce and R.esults Act. 

Atb:r'dcvelopmg the xualli IIJ'Ici oi>JCCD.YCI lor th~ S~lCgio PlEUi, th~ nell(t ,tep was to 
. deYclop pc::rfbruuw;e meaSures whidl wouJ4 'be used comcuurc. ~u1u> t1:no \ll~ program',. 

IUCCAU In achiMDg ~ goals and objectives. A representative JTOup, including some 
mombera of the Core Team fhal developed the Stnuegic Plan. Federal staff and State 
.~%CICIlta!iVOJ•.met ~':Or many mooth.s. to develop ~J>erformance measures. which were 
~ to by Ibe ~1II1.u1y, 1996.: . 

I . , • 

I, The lncentiv, p\mdin. Work Group baaed much of its work. on the groundwork doDe 
by Ibe OP.R.A ~Measure Wort Group. 'I'hC paternity establishment mea.sute is . 
dc:rivod !mzn Goal I of the St:rat.ogic Plan, AU'CJUl4n:n Have .PtzrmtagP.. EtllIbli.slwl. The 
ardCr acablJBbrDcnt m_ure a>m.cs from 00aI n. Il1l·CAlldnn In IV-D Casu Have 1ibulncJQI 
Md McdlcIzl Support Qtr.I.Rs. 1'he.last three meuwa on cum::nl COUectloll.5i e.m:ars '. 
c:ot1ectlons and cost ef(ectiVelle&S derive from Goal ill. A.II Chlldrt!ri. in IV-D. cases Recdve . 
PiMnc1Gl and MUictd'Suppon from Both Pt1JY!nis~ In this foal. there are several objectives,
ind.ud.Ina 41to in~ ~o collection. rate- 1110 -to make; th.e.pI'OCe8!J mnre eNic.,'il!Ul8Jld 

responsJve.· ni:: 1IlCIUaUIe$' apcclfk:al1, addrc.u thea. objcodve&. 
. ! . . 

The lncet1tive Work Group alto'worked to ensure that no perfonnanc:e measure woUld 
. reward naptive ~unhltended cOnseqoenoes,· '11lere was an effort to examine aU ways a 
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pro,ram mi,cht attompt to improve itJJ scoro on a mco.suro and to remo\'o My MC(lSUrC that 
w.,uld lead to btbvlo( tbat would h~rt the prollam. nu= Group re.co,nilAS thal il is 
impossib1e to anticipate and avoid alIi unintende4 consequences and has built in a mechanism 
for future adjustm~.nts:.in the ronnUll.1)1. (See Review Meehsnfsm.) 

, , J 

i. Ii ' . 
Promp' Iteapoue,to l"r0"'T Impro\'cmema, 

The incentive funds. whldl wiU be paid Quarterly based on the program performance 
a7hieved durini the prior Federal tifal year. recOgnlzef improvements each year. The 
hlgher the score 'on. I measure, the rusher the proportion of fnt".t:nrive. mone.y that can be 
eo.med. PurthonnorG1 · tho.- StiltN Jith VOl)' tow IOO~ can earn a portion of the incentive 
mono)' if thc)' dcmonltratc IUb$WltiM improvement in pmgra.ro performance over the prior 
year's performance. In most cases. alow scoring State must improve its own performance at 
least 5" to be cUgt"blrJ for any indtive payment. Por the paternity measure. performance 
in the lowr.r m",eel ,mUst improve by at-lfaa 10.. ' . 

. 1 . 

Reto~'~tMtance o~ HIgh Perfonna~ 

In additiQn to rewa.rdir:lg a p~ogram's improvement. the Work Group felt strongly that 
those Sta_ thAt were ,1U1OO8~"rnt at ~matnmjntn.B a. hieh perfonnanee le'vel should be 
rewarded. !lor this rcUon, the absblu~ seofC a State a.chieve.'J dictates the proportion of . 
lncennve dw 1t can ea:m at me h1~er'levc1st whlle imJfu:wcmcnt uva the;: prlur )'t2f'~ 
,pcrfDrman~ was not i requ1rcmeni10f the. fonnulae ilL 01* higl1Cl' levels. ntel"C is 8. 

reoopition that a S. acb.ievine aJ w:r.y hi&h leVel of pe.rfonnance will have a much harder 
J 

, time lmpJOVi.ng,ltl ped'ormance ~will aStale at a·lower level and must. inwst, .1b5tRntf.A1 
rcsoUrcoa to maintain· the ..:...'k --'"~ ., ~'~ ,~. l-~il . 
, . Requires. ~KelD~t'. , . 

The Work Grotip atmn.cl)' ~mmonds thllt StuN be requ1md to retnvect feder.t 
dOllars intO me ChllcI ~nBnCOlQCIIlcnt Pltllnun I8Lhct tblll dlvc.rt1.ng them to other 
~thow~ w611hwhile. 'liili wDl en.cul'e continUed improvement, adequate 
raour=. and the maiptcnaDCe ofihigh performance levels. 

, . ~ I '+, 

, . ' . , Bet',ie", _~a.... I ·:i 
.' I. 

There were two major di~dC5 that faced the Work Oroup in developing an 
incentive·fUndinJ famlula for the luture. Pim, the ,roup rocagnlzcd· that it ~ making a 

s 
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rccornmcndG1ion for 0. f'onnulo. thOl would not be put in'" effect until FY 2000. With the 
vaasaac of dlO hrso~ Re.1pOnsibllity and Worle Opportunity Reconciliation Act of 1996, the 
Chlld Support BnCOlCCinetll program Is llk.ely 10 change dramatically In the next rew years, 
The tlleets on TA.NF RM nnn-TAN'F cs..~1nad., are uncertain. This limits the reLiahility of 
the data upon which the fCCXJmmendations of the Wor](Oroup are based. Be£ause of these 
and other uacertaisaties ,about the FOaratn, tho sroup felt that it ~s •.Ii~J\tiAl tel build illto the 
l~dYO tundlnc tonnula a mcohan1sm tha.t would oJhJW IlICs ~retarYJ )n consull.aLh.:m whh 
the. States, to review ~., progns.m"6 n::iul~ and ~xarni.n~ Ii.ny unanticipated and/or ~nlntcn<1ed 
COASeQuences of the proposed Ibrmuta and recommend changes based on these actual results 
every three to five .years. . 

, 
Tho a;rolllP t'tIIOOmm~nd. that in the future a wolt'ue cost Qvoido..noe measure be 

, , llldpd~ at lucb time;- ~ a more reliable mc:asure is developed. 

, It ia ossontial thht tNery effort be maqe to ensure that the pertormanct. (tail Oh whlch 
incentive payments will be made be rcllable. While automation should improve the quality 
of' Ih' data, OCSDt, aUdit staff will need to enmine. how th/".•~t=-tp.,~ Are rt:flOTfln2 nAtA ann 
help the Statca achicve:rcll.ablc datarcportUig. This is ~tici~ under PRWORA, in ne\1J 
responslbllltlis t'or;l'e4eral audlts. . " . 

t 
". 'f . 

TNIlt AJi children '£qabbly 
t 

The R;COmmendcd incentive tundin,c tbrtnula is int.cudcd to wntinuc th~ Child Support 
Eofon::cmcttl pmaaun'5 cnoI'l 1.0 pul chll4rcil first. It haa tried to ensure thltt c:h11drat are 
aervcdequitablyand without diserim.iftatlon by malnta1alng a balance between emphasl2:l.ng 
tI\~ needs ofTANP reQipiMts, tal'lt and smAll Stqte.4I, intr:.rstate and intrastate cases, etC. 
Th.e W9ik Gro.up neither ~ nor intended there to be any reduced efforts as a mult of 
," ,SIalt·S'~llln.g.1~'nF'lc, based on pcrf6~. '. . ,.. 

: .... 
.SJmpBelt)' 

'.'l11c Work ~p IUivcd to Ja.~ cona;eaSI.lS on a~ fonnula·that would be simple to . 
,uftdel'lltlad and ~miftiJtar, whJdi at !he wne dJne. would meet all nr tht': above crltmi.H.. By 
taldn, a siglllar approabh to eacb measure•.in whlch ou1COm~ were rewarded proponlona=.y 
at the u~ lelvela of plcrformance. and lubstanfiil improvement was rewarded at the lower 
~ormance le~sf 'th&I ifOUP auempted 10 a.ehleve a deJftl' 'of consisrency and sfmpHclt)'. 

I 

6 
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f. : 
\ 

2. 	 Some States 'WiUlose money unCler a cost neutrel new incentive fUnCUng scheme based 
oopetf'ormance. Because th~lcunent system is. not pedormance-based, each State is 
guaranteed ~~ve a mlni~um of 6~ of coUrptions in incentives. By moving to a 
formulA thallO buecl on ~rma.noe caneS, at \h~ CAme time, h coU neutral (or the 
,Federal go~mment. some Stftes will certainly lose inCentive money in the future 
unless thov' imntOyO their -"'OrD1encc. . 

." .Z"; .t-]' . 
3. 	 There must be built in f1enDillty to change the system (based on consultation with tbe 

Stntes) If'it Is nqt warkin, ~perly. If unintended c:on.saq~ences are discove.r:ed. the· 
system should ~ changed. Vte world will change dramatically under welfare refonn 
and th~ proposetf formula mIght need U) be cbangW bccau~ of that. At..... h' the 
tuuare.w11b wc1.fa.re reform, it Is ~e hl llc a measure could be <k:vc1opcd to 
look at ~avotdin~. I· . . 

1 I 	 : i , 

4. 	 There should be u much ad~ancc notico to S~ as possible to allow for proper 
~0l'1.~.• and !,¥ormance impmVf1.. nclU.t.. Advance plannins time .la 

.~ry for bt.!d,odA& ~aca,. for c:umplc-.~ ftCIed timr: to piqNale for and 
~~'~IUt>'. '1'l1or. will be an l~dve for States to clean up theJt 
oase1Oads. .' 0 

5. 	 The recom~ incentive·funding system shuuld avoid possibilitica of IlgamisJ,_, the 
IY'tcl1.'l. e.nd. ahoulc! also en~ earl)' implementation by the States. . . 

. .; . 1/' 	 ....I 	 ,.. 

6. 	 States aDould fupd lOme PIl1i of thelr Child Support Rnrnrcem~t pqram. They are 
maDda1ed to fUn~ 345 ofd'a~ prosram. The Work uroup exptesscd concern about· 
thOse S~ lhat aI.R IInWr.1n, profitsll on the ChIld Sup;o1't Bnforcc.mCtlt propam . 
without JetUrn1nI these' benetiu, ttl the prcarun~ The Work Oroup also felt that it wu 
impol1aftt to ma5nta1n the cupmt level of fed~ financial participation (FFP) at 66~ ... 
.Coatinued fund1A. at the. ~t 1evtl il eritlcu"ito ensure rhat states. have the 
nect.tsary.staff ~ resour= to meet the ncw~i.Iin';m=lts and challengca. 
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.'. 
7. 	 'States should continue to wOIT)' about worldng the "tough- cases and about timeliness 

of ~rv1ce dellvery. There is a critIcal nted lu rewlsJ'd 6;Uccess 1n' i/.SSiSlWJcC cases and 
fonner assistance cases. 

:. " 

AI mentioned previously, in order to keep the incentive funding formula relatively 
simple to understand. explain. and administer. there are ~n consistencies in approach 

, across all fil'e measu~. Also, there, is a logic to the five measures chosen as they 
emphasize the logical dovelopment stages in a chfld supPort enforcement case: establishing 
pa.tomit.)'" ea~liahins A'support order. collecting ounen~ support due. eolloctins any arrears 

, owed. and domg all ofthiJ in a coat effective manner. :'! , 

Slates want thdf performance to be judged and 'compared with their own performance 
in th~ p!\Wious'year. T,hesc measures are constructed to compare a Stat6t s performance to 
i~, 'not to a -nAtional o.vorQ,go.

In each case. there is an upper threshold. for each State to achieve, most otten set at 
8O~(and 5:1 mtio of collections to coSt! for the cost effectiveness measure). Any State that . 
achieves this performance level. or MY level above thb. is entitled to the full incentive for 
thnt meAl",.,,,,,, rwat:pnl: fOT the go~ vAl')' acrose th,measures. but in general they include 
a recognition that this is a level that States·can tea.ll.stica11y strive to achieve. At the same 
time, the 8096 reoo&n~ that there \\ill always be some cases in the ca.seload which. fur a 
'VIl1ety ,of reasons, WiJl~be lmposalble to wort lu~r)" 

'~ 	 " " 

At the lower end of 'the scale In oa.ch que. there is a. minimum level btlow Wideh the 
pup felt thatperforrnance should not be rewarded unless a State demonstn.tes a. subslautlal 
~ over the Pdar year's perfonnancc. 'Ihe group beUcv~ that 5ubetantiAl 
lnlpIV't'Cl'DCllt should be,~ with lOme incentive funding., though never more than half 
of the D\I.Il1:num incentlv6 possible. (The cost cffccdvenes.s measure is the exceptlon to this 
ruJe.) 1'b1a mechanl~,aU~wt than some acoesS to funding lfthe program i~ mavin, 
..,mci!rUly qulddy in, the right dim:tkm.. . 

: .. 
" ", 

,.,' 
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The fifst ~cds ,based on the Patcmlty Bstablisbment Percentage as defined in the 
~e~a1·Re.spctrisihili'ty, and Work Oppqrtun.ity Reconciliation Act on 1996, Under 

:. , ~~WOR.A. States 'may use'either one of the following two measures: ' 
" . ,,' /1 .,' 

1. IV -D Patei-ulty Fatublbillueut Pen:cntase: .. 
, ~'I, ' 

The ratio that the: tow number ~f children in the IV-D ~luatl ill lhe nfiall ~oar or, 
at the option of the ~tate, as pf!ithe end of the ,~scal year" who have been born out of 
wedlock., the patenuty of who~ has becnestablished or acknowledged bears to the 
total number of ohildren in the'IV·D oueload t\~"nf the end of the prec.edlng fi5(".al.." . . ' , 
" 

year. who were bOrn out of wedlock • 
, 

, , III 
Bquat1o~:' If " ' , 

Total # of'ChUcb'.n ,in WeD C8Mload ;n rhp.. ptMa1 Year or. 
at the opti~n Or th,o State, as ot me end ofth6 Pi8ca1 Year who ' 
WD born put 9fwsad1QCk withll P$roity J3stabUshed or Aclcnowlc!:Ch:;d 
TOt$1 , ~r~~ In IV-p c8seload as of lhe end of the prc:cc:d1ng
PiSc::al Year .who were Bam odt of Wedlock ': , 

:, II" ' 

z. 8tatcwl~ PUerlllty E5tabUsbment Percentale: 

The ratio tba1 tbd total numbc~ of minor children who have been born aUlO! Wedloc.k 
, ' [I • 

and the P.Rt~ity :hu been estlbHshed or acknowledced during the fisc:al year. bean 
", to the total.Dumber or ~D.dren bom out of wed1oc:.k during the preceding fiscal year. 

,", II ", 
Tow/l of' M.tnor~CId14rtD w)lo have been'BOrn Qat of Wedtock and 
tho PatC!Qlill, hg Jan BstabUihe4 or Acknowl(fJled DlttInl the Piat YAt 

T~II~f~ Born qurWedlockD~, the Pnoedlng Fiscal Yat 

Th1t measure is unique am0fti the five measu~ In that. by statute. there are ' 
cun:endy penaltfes buec:l, on tbe par.etnity measure. Smlei arc requinx1. 10 imvrovetbcir 

" perfonnanae by a specit1c amount ~Ith.~y'are subject to,penalties. The ,Work Group 
CCJIlIideact wbedlcllhe UacentlVeI baSed. on this meuun~ Ihould R41~, in some mannert tho• II 
pcoa!V ~ 1Y1U:m. :For CQ.fII.p~. the penalty system taqulrel tha,t States d~.monmat.e 
improved performance oVCI' the pnw!ous year. Thete was a concern about whether Sts.f:eS 
sbould be IUbJeot to penf.1I1ea a.ncI ~ .1e tor IDCeZltives at the arne lUne. Some felt that 
the 1lck of inceative would mae.these States doubly penallzed by not improving 
pcl'fonrtarK:e. The croup c:oncludcd/itha& States should be e1fgibl0 for incel\rlvea bued on 
pcd'ormancc even it they WOR lu&jeot to pena1tie& beca1.ile their performance hAd ftQt 

improved to the exUlllt ~UlrecllO ~~oId the penalt),.J An example illustrBJes the rationale for 

" 9 
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this. ~f_a_State is.i en 8S~ performance level oneYea,r,and increases to '86'~ the fo11owUig 
year,.it would be SUbject to a penalty for nO( achieving a 2~ incr~ in per!unnance. ·The 

_	In~ntiv~ PundingWorkOroup fcltthat the State sho\lld be reWat:ded for its high level of 
pe.rtoimD.noe by,tecaivinS 100" of'tno possible in~liye to encourage sustained 
penonnanc.e. The patemity ineerttive Is an fnltpf part of the, recognition and reward of 
Stale perfonnance in the range of required program results, ,and, as such, merits distinction 
rc,&R11ca ~f,the,po.tcntial for a penalty. The scale tor the Incc.nllvc funding on pa.tem.lty 11 
shown below: 

Patemity Establlshment Pereentae:t7/ 

: C1f; of Maximum Incentive 

lOO~ 
, 
.' '98%t 

, 

7811 .~ 96% 

94% 

9'.l~ 

-. 7~5 9056 

7416 88~.., 

\ 73" 86% 
, . 

~. S4~ .. 

,'. 82,~ 
, ... 

80..,, 

51" .. 69C1 (in~~ by 1'1 Increment~j 619b ·781 (increases by 1" increm~lt$) 

60' 
49" aJtd below 'O~ if increase by at least lO~ 

. If Ii StaSc ·ls pcdOrmlna at the 70S, level. 'it is eligible for 80% of the incentive for 
this measure. If it is Performing at the 77~ level, it is eligible for 94 % of the incentive. for 
this measure. Ifpedofmanco drops from one year at:n~ to the next year at 69", the 
incentive petces:lte,cc ~ from' 84" to 78«'. but 4ocanot disappear altogether. If a State is 

, at 48 ~. in order for ~ State to RCdw apcrt'Gltlic of incentive, it must have improved at 
but 10 ~ polntl over 111 prior )'W" ~. 'ntat il. the State would have 
had to have been m Of':beiOW 38" the previous year iIi' order 10 receive SOl of the
iftcefttiw. ' .. , .. .' . 

'.' rP~e{.~ ~ X~Or)srlrIJo~nl+,esr 
" .' h~m~ I iIl~~t-( f7{t). 

~~ ~p-eY!~ 
-j I()b it~ fC( (JJ(Lf1
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CASES wrm SUPIORT'ORD~I 

' .. 
"I 	 ' 

" , The second measure looks at 1lie percentage of cases in the IV·O caseload that have 
, orders tor support. The equation to cpmpltte the, inr.~.nrive i~ a~ follows: .' 

NJjmber OtIX-P ca.... wj!b stPRWI 0I!Iw . .....• 

TO\IIl Number of IV-I> cuoa II . .. . .. ... . 

Apln. this measure has a Slldlng scale so thai an increased. performance earns a 

hleher level of the incentive. Any, qre above 80S earns the maximum possible incentive. 
Any ~ below 49~ 1'equlre& an improvement of at 1~ 5" over the previous year's 

: _...t.o.rm4ftce. 	 'l1\e tablo bolow iUuatJ.tcs the. acorinp' on.,·this measure: I , r-..... 	 i II' D,' . I 	 ~' , 
~ Order Establlsbment 
J Ii" 

.PerfQ~ lAveS Ii .. of Mu1mtim IneeDt1ge,I 

, " 

100%80~ and. above II 
989'079.90 	 II 
96~78" 	 II 

....... ,".""'\to 10 • .,__
_~ 

."tf,. '1 94% 
. ~ ;..: 

92~ .. 	 76" . II . 
90~75" 	 II 


il 
 88~74" 
861\113' 

. '72",' 84~ ,II 
.7U& 	 II 82~ 

II 0 80~7Q5 
, , ,J II 

61" .. 78" o.nc~ by 1~ incrClnel\ts))1" • 69$ (lncreasos by ,1" 1n~rnents) 
" 

" , 6071>~9~ 	 II 

'~o" if inc.teaae 'by at least S"495 ~ below II 
0 

, 
~ 

" 

i 
, , 

, 
< 

" .' 	 , 
,'. , 

; , 
, 
> " 	 . 

i 
,~ 

, ,-
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COLLECTIONS ON ClJ'llRENT SUPPORT 

The third meas~re focuses on the proportion of current support due that is collected 
on IV-O cuos. "rhLs m.ea$ure was felt to be'"cry important because it gets to the, ('niX of the 
prosram: reawa.rly and: dependably ec-l1Mrint $npport money that is due 'families. 

The pru~rliunur curn:nt support wllc::cttd is expre&&e4 by tho (olLowing formula: 

• 	 !' 

T91B.1 Dollw Collected iQLCUUe.l)l,S\tP,POrt in IV·D cases 
" Total Dollars Owed for Current SupPOrt in IV-D C8ses ' 

.". I. 

Tb~ a001'ing for, 'ClUJ lllQ8.Suro 1. very Almi1o.r to the::. onc ueeG for the ii.nt and seeond 
measures. However, the lower threshold is 399' for this measure, as opposed to 49 ~ for , 
the previous mcisure. 1Thls lower thfeshold is based on an examination of current collection 
,da.ra. 


Colledlons on Current Support 

;,; 

Perto~ Le,e1 ~ of Maximum lneeDUve 

8~~ ud above. ;l( , fOOW, 

7,Q~ 9890 

7B'" 

. 
96~ 

775 94~ 

7~5- 92.~ 

7~5 90$ 

74' S8~ 

131 
,o;c 

8611, 

.12"", 

," 84~ 

111 g2.~ 

101 SOl 
415 ·69. (iDcn:ug by 1" inorementa) 51 ~ - 7916 (lIlCt'Ca.SCa by 1" increments) 

495, 5011 

39~ ar)d below 
,. . 50~ if at least S" Increase 
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CO',l.BCT10NS ON ARREARS 

........ 'W, 


The fourth m~ure assesses eFforts to'collect money from those cases with an ' 
arrca.cagc due. \Vh11e th~ ;zoUp wafltfi to emphasize th~ importance of collecting reculAr11 
the current support due to a fo.mlty. ~cy felt that it was Important to include a meaaure that 
~ the efiona:to coUect arrears owed. 

This measure fdeuaes on how lell States are doing at collecting some amount of 
mOM), Oil thole c.ues having an aneaPie. The meacure spedfic.ally cnllntJ:i p:!yine c:tMC. 

and not total arrears doUara col1octed.llbccau.se States have very different ml'lPodl of handling 
ce.rtain 8Spcd.S ,of arrears cases, sucb as thelr ability to write off bad debt or debt which is 
almost c:erta1n.ly ·uncoyea.tble." Som~ 

II scates aggr=vc1y ~ Jud&mellts for ulu'C1.mbursed 
, assistance. under~tate l~w. They also have different poUcies on case closure. Additionally, 
Itlme St:att& charge interest on ar:t'f2I"S~ which is considered additional &n'eatages. while 
othert do not. In manvcues, larae ~ges Rlrtady;exi~t when an individual .nftlies for , ~ II ..-,
assistance or seeks services under thelprogram. Glve:1.Uiese differences in practice, the group 
ttJund flU &.eI11W1~ 1l1QLII~ Cur wlllpl~y l~vc;J1.IJg 'be pJiyln, field AmonS the. State.1. '!be 
measure selected comeS as close as ~ssible. In thls measure. the group recognized the, 
stron~, expectation of ~lCY makers ui~t inroads be made on tbe collection of the mounting 

atttange; i . i 
Thc.t;XJ.uWiuu·{ur tWa nlCWlU~ is below: . ; . II' , 
Total n11lJlbe.t 'Qf IY·D ~ ",yine toward .1Ul'SZJ'B 
ToIal number Of IV·D cases with mears due ". 

'.: 

The sc:oring on 1mS measure islisimiIar to the ~us two measures. However" there 
is a lower bottc.?m ~old on this measure because o~;the difficulty in collecting on am:an 

. ._.:~ ;; ~II A ... _ r
CIlsel. II'~ fi#V....:A","t ~ current tA-Aonnance, UAIA.. . .~ 

'.,IVI 
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. .c. 

Cases with Collect.loDS on Arrears 

Perf'o~an~ Level : % of Maximum Incentive 
.... , , 

SO'I and above 100% 

79" 
. ...... 

98% 

78~ 96% 

77% 94~ 

76~ 
-

92% 

75~ . , 
90", 

: 

741 88% 

73% g6~ 

il'fo 84'tQ 

7) " '82% 

'7Q~ 
, , 

80% 

41 ~ .. 69" (1 ~ incroues) . Sl'~ • 799b (l9{.·incr~es) 

40" SO~ 

391a And below SO~ if 5% increase . . 

.1 

'" ,. " 
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cOST EFFECTtVENEss II. ;x 

The fina\ ·~s= wesaes !he Jill! dc>llarr collected in the Child Support 
Enforcement pro2J3,ln for each dollar eipendec1. CurrenUy. cost effectiveness Is the only 
meuure on which States are being.tud~Cd. However, in the new incentive formUla. unlike in 
CUrtent pracCice. total. CO~S and c:oUectl~ns are measured: there is no provision for separating 
WllSiBW\oc vorM Ilon-as.slsrancc QOllo;.ti~!l1 ovor costs. 

. ~ 
. There are a number of reasons for looking at all costs tvgclh",r in lh~ fu lure,, 'nlC 

&feitest reason is the need to avoid co~tinuinl tbeperver.se incentive in the current formula. 
States are better off under the current fOrmula if families stay on public assistance. With 

'I .
we1tara reform, thft Boat il fawar And f.wer TANP CA$eS as ~.ople move toward self-
sufficiency. The, formula ~ould su.J)PO~, not subvert, this goal. It is also very difficul~ and 
IOrnedmes'arbl'tnay, : lU rcwucJ thcac erfunl separatel)'. . 

, The. eqU.atf.OIJ' .for. Cost effectivenL is as follows: . "; I . 

· IQDIl IV~D 'l2OUus Co1l~tc'Q I 
· TOLH1.~-D D~ll~ &pen4cd 

The inoentiv.~ would ~ based Ion the ~riDg inlhe table below: . . I . 
. Ccst Flfeetlveness 

J 

. CERatlo .11 41> or M.a:dmum IilcenUl'e 

S.OO.1lid above II 1001 

'4.SQ ~ 4.99 II 90~ 

4.00,· 4.4l9 !I 80" 
. , 3!'SOr 3.99 :1I. 10" 

" 

3.00(· 3.49 II 00" 
·2.50'· 2.99 II 50% 

2.00- 2.49 
I' 

ii 40~ 

,I. 99· 'A~d belnw II 0 
! II . .' 

· ThI, Is the only measure for Which there ia no incentive Jiven below a spectfic score, 
cvon if algnlflWll improvc.alcllt oocu&:. The ,roup felt thatlf the C()st cffeotivones. mtio 
falls'below 1.99, the StaLe should earia no inaentive because performance below that level is 
~1.. . 

is 

•I 
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INCENTIVE FuNDING WORK GROUP REPORT 'ro Tm;SECRE'I'ARY Oli HUS. .',.' , -.
WEIGHTING: THE 'MEASURES 

. Each State will earn five incc~tives based on performan~ on each of the five ' 
mc:a.surcs.Howe.vcr, th~wZ13 a. ItrOn& fec::tin, among m~bers of the Work Group that the 
measurtS wae not"ofequallmportanoo and should not carry an equal wei$ht. After much 

,discussion. the decision Was reached 10 count the first three measures (paternity and order 
ealablishment and oollections on current sUpport) alightly more heavily t:haJl the last two . , 
(collections on arrears and cost effectiycness)~, For each of the first three measures, a lOO~ 
score earns 1" of the -expanded eoU~ons" as det1ned below. Lower SC'.ore>.s earn a 
proportIon or the l~. The luttwo measure, are worth at a maximum .759b of the 
"expanded collections~· Lower scores, again. earn a. lower proportion of this. 75 f,. The 
Cllo1ce at ,1'" and .7'" .derlve !rom the nc:ce.sslty of u.1.u¥ Ii W~1.-uCuu'allly facLOr thIn t will 
ensure that the amount of incentive money paid out unde\r the new formula' approx.imates the 
amount that would be paid under the current system. Minor. adjustments can be made in the 

, pCrcentages eAosen,: if n~sary. when final CBO.pr()j~tinn!; are made. 
- \ '{ 

I~Ihuu1a be IlD~ tlnn l11e ¥I~l~hllu~ ut w(; mC".oiS1~l'c;6 ,bonr; of d\~ ~ thl.t people 
felt might need revisitingaftcr theptogwn is in effect for a few' years. At that time,I 
"~mpliclty ms.y dictate g~v.i.n£ all measures an equal weight. ' Or, on the ,other hand. the Child 

r ,Suppcl11 :enforeem~t pmgram may trek to r.'1'phA~ize one aspect of the prOjra.mover others. 

I '. S~fting the '~ghiS of, the measures a.ccomplishosthat aim. '. ' " , : 

I 

I INCEN'rIVIS' BASIID ON COLLECTIoNS, 

I 


Th, ~l in~tlyc sys.tem is based on"ioVLl TANF coUcctions andnon·TANF
I coUectloa. capPcct at qs" of TANP co1U:c:tiona. Non-TANP cnl1cctions. as currently 

I defined, includes cOUecJions from. fOnner TANP cases.,.There are .several problems that 

I States aro ~perlencin,with thi& formula which will bO~ in the future. J:'irst, 


~ Stat8s for whom .. larp per~lge of the c::asclo8p is non·TANP are:belng pcna1izcd
I ; . because they canDot count all of thdr llon·TANP col.1eCtfons. Thls may not have been a 

I problem when the, cap ~u tim C&tabllshcd. but as -Slates aro 1JuooceafuUy mo\'ing 'PeoPle off 


of auistanco; the peN1iy ocmtinues; .AddJtlonaUy. it qposs1ble that the number or asslstance .I 
cues will dccn:a$e over time as the implementation of welfare reform moves people ~ 

I df·5Uftlc1cIn~. The RIUlL uf LhislUCCCSI would ,be a ,ma11er and smaller number of 
I usfstance cases and coUec:tions which would result in fewerincend.ve dollars available. to the, 

Statc.l. Another result of capplnJ the non-TANP 'collections is that Sta* have 1_ incentiveI 
to work non-TANF cases once the Slate has reac:hp:l the alp. The Work Oroup felt that 

I -States, ought ~ tw. ,.~ and cnColUl&ed to work aD cases. There-fore, the tncentive ~ 
~ug,bt to includc.a1l·n.on-~ANP caaos without a cop"I '. . . .. .. 

I 'l11c Work ~ felt thI.t it ,WU ~1)' impartmlt to tnsuro that States had 
I .flcant Inceatives tC) wort TANF cases and formet ;rANF cues. Collection of child 

support for Ute.se groups Ie C$pCCiallY, important to Wist'TANP R'dpienta to leave welfareI 
and to help them achic;ve self IUffic:ieney so that they do ftOt return to welfare. Since 

. .' ' 16 
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, ~ I J , , , . . t·... II _ " " , 

collection in TANP and fonner TANF kses is generally'rl;orc difficult than in non-TANF 
~t and llon-TANF cOllections arc ri~in" at a rutcr tate. it i. aensibl~ to provide a heavier 
emphasis on coUdon lri TANFand f~pnerTANF casos. In addition, collections in TANF 
ea.t4S provides ~ireet savings to the State And FedernJ. aovemments. Thereforo, the Work' 
Group recommends addine ool1ections ~adc on former TANF cases to collections made on 
TANF c;:aacs and doubilltg these collections in the formula to give them cxtn\ emphasis.' This 
hu ·the added benefit ofmfttptiiJi the impact of Iho oluutse tt'Om 'he current in~Uve " 
system with its cap on tile non-TANF c!!oUections so that the potential collec,tion base would 
be mare equitabie 'to stites. The tamra that the WorkGroup recommends I.s as follows: 

~ANF + fonncrTW> + non.T~ = expanded inoentiveoollection base ' 
, ., II ' ( , 

*non·TANF.doeS not include 'rmer TANP ' ' i ' 
. ,'. 

'PHASE"IN /1 
, , 'II , , 

, There Ie flO queo~on that, 04ll1aiA Sf:atAK willloee mDMy by tiling the, ne-w ine-entive 
, ' jI ,

funding fonnula. t whlch,is required lOil1»,cost neutral. To migmt.e from a 'system that 
,auaranreea a minimLlm¥tcenttve CD evfYone. regardless or ~rumUU1CC:t to lI. sysLClll, LlIf.t11s 
based on rewa%ding performance, some States will receive lower incentives. To mitf.gatB the 
loss of incentive ,funds that have beenllused to fund the ,pf0it8m ov~r 'the years t the group 
fooommends that. the n~ lonnula be phased in over a. 'one )'rar penon. ' Tn Accom[,tiRh thb. 
for fiscal year 2QOO. a Stale would ear half of what it ~ould have earned under the old 
Incentive tonnula, 8lld llalf of wbat it pmsundcr the n~ proposed fon,nula. In fiscal year 
20CU, Ihc IlCW form~'wou1d be fully impicnlcnk4. ". "" 

! 1 ~ , I . . ' ~~ 
: I 

r, J 
" ''. '. 

",,' 

,, 
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I 

.. 

, , 17 

-- -. . ~,... I" C'T""'\' 



INCENT,lVE FVNDlNG WORK GRO,(JP REPORT TO TIlE SECRETARY OF lIDS 
~. t' • ~ '... .. 

. EXAMPLE 
, ' 

To illustrate the, way the incentive fundin, formula would work. we wm take the 
hypothetical cue of the S,tate of Xanadu. Let's As.~l'mA that fnr XAnadu. the incentive 
funding base as defined previously is S50.OOO.000. The incentive funding base is multiplied 
by the maximum values established for the meastlres, e.g., 19Ii (or the first three measures 
and t 75 ~ tor the last two measures. The product of tll1,'_~ulkl.lon is found la\ column B 
below. The following table illustrates the scores that Xinadu received on the five 
performance meASures and their maximum value derived from standards tables for the five 

" - mcas!Jies. Given these SCOJ'U, the next step would be to multiply each score by the 
,maximum value of the measure to let a total incentive amount. 

Measure '~ 

PedOl1UllCe 
i, Le¥el 
" 
~ 

~e 
rsl IacaKfyc 

(A) 

Muimum 
Value or 

Ineeutlve ($)
,- (B) 

Incentive Payment 
($) 

(A) " (B) 

1. Pa.temi.ty, ~ 54" 649' 500.000 320.000 

2. Otder 
~u.hm"""\ 

! 79,p 
i 

989(; '500 000
" , 490.000 

'3.,Cllmmt 
Support 

. 
41~ 51" 500,(00 2~S.ooa 

4. 'Arrears CUes 
Payin. 

4096· , 
505 375,000 ' 187.500 

5.. Co3t 
~ 

, $3.00
, . 60C 37S,0rXl

;
'", 

225,SOO 

l 

, 

. 
TOTAL 

.INCENT.Ml.. 
BA'JlNP.D 

" 

$1,478,000 
-

.'CONCLUSION 

This report of the Incentive 'Pu,!din& Workgroup to the Seicretary of Health and 
Rumu Services to the,Congress recomtnends, new incentive funding formula tor the ~ 
support .eftforce:meAt pn.-cram that reooplw a range of critiea1 se.rvioes. 'The recommended 
incentive !undilla formu.1a. developed in pannenhip with Sta.tc5. rewe.rds pcdonnanco and is 
cost ncuD1i1. nul forniula will, in tandem with the strong child support provisions of 
PR.WORA. greatly improve the support provIded to America'l.chUdren into the 21st centuty. 
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CBlLD SUPPORT ENFORC&MENT 

INCENTIVE FllNDING WORKGROUP MEMBERS 


HIm! 
Keith Balsett 
Sheck·Chin 
AMe lJonovan 
Robert 'Harris 
JohD Kersey 
Tom Killmurray 
Paul Leiter 
OaJio M:rdl1J( 

Si"''btth Matheson 
Joyce Pius 
Tony Slade 

~ 
Barry Bloomgren 
Tony DiNaUo ' 
I>iaMa. nurham;'~c' .oud 
Wally Dutkowsld 
J~rty. Fay 
LeslieFryc 
1~'~ 
Gordon: Ho'ocl 
Tberea ~1\Cf. 
c;wf Layman.' 
loy4'C~ 

.1 : 'Nancy Mendoia 
Doris Sim. 
.Glenda Sa.aubc . 
T.eny ·Walter 

OrpnlwiQP 
lfR~ACF/OCSE 
HHSlACF/OCSE 
nUSlACF/OCSB 
HHSIACP/OCSE 
HHSlACFlR410n IX . 
HHS/ACF/OCSE . 

. HHS/Officc of the Seclctal'Y . 
HHSlACF/OCSIl 
HHSlACFJOCSB 
HHS/ACfl/OCSB 
HHS/ACFlRegion V 

StatrlJ..gcal 
Hennepin Countyt Minncscta 
CoMedicut . 
nlinnltt. $ecretar)ltrreuurer. NCSr..~F.A 
MiehI .gan 
Massachusetts, Vice President., NCSCSBA 
Cal1!om1a., Put PR=Bidctlt., 'NCSCSDA. 
Io~, President, NCSCSBA; 
Loulliula . 
.~ 

~d. 

.Tc.ru:I~ 


Arizona 
.NIWI~y 
Alaska . 

South Dakuta 


HHS: u.s. Depa.ttmcnt of Health and Human Servia:! 
ACF: . AdmIniItratioft for Children and FamUfe$ 
OCSB: ,Office or Child Support Enfwcemeot .i· 
NCSCSEA: l'Jatlonal Councll of Stale ChIkl Support ·p.nfor=mcnt Administrators 



. .,. THE SOClA.L S£C1JRITY ACT 

See. 458. lDceIrtIve payments,~ States j . -.. . 
fa) Purpose; tequ.il'Oment; q1l311erly paY1enrs . 

In order to enoouraec and reward IState child support enforcement prOkrams which 
perfonn in a cost~ffectivc and efficient manner to secure suptX)rt for all children who 
have lOuglit assls&i.nce 1n. ICCUring suppon, whtJth~ ~uch children reside within the 
State or elsewhere and whether or not they arc eHgible for assistance u,nder aprogram 
funded under part A. and regatdI~ of tho economic circumStances of thc1r parents, 
the S!CretBry shall, from suP{)On/COllectt.d. which would otherwise represent the 
Federal share of assistance to tafiUes of noncustodial parents, pay to eacb Slate for 
"'"" li~ YItiIU, on .. qu.ortorl)' l)a.sls (as 'dQSOribed in &ubaeotlon (II') of this £eetion) 
begiclning.with the 'lWl:11Cl co~encing October 1. 1985, an incentive payment in an 
amount deumninC?l under subsecton (b) of thls sedlon. 

(11) Incentive formula " .1, ' 

(1) Except, as ptovidCli ib paragraphs (2), (3), and (4), the incentive payment 
shall be equaIc ~ II ;, ' 

CA) 6 ~t of the total amount of ,u~n COIl~ under the plan durin, 
the fiscal year in cases in whi~ the support obliption involved is assigned to the 
State pUI'2uaJ\t to MCtl.on 6Og(e~(:;) M'MCtion 6il(a.)(17) of this title (with sueh total 
amoWlt fo~ ~y fisc;al yeat ~g hereafter referred to in this section as the State's title 
1 V-A coUeetlons·· for tba1 year:), pIll.'; ., . 

(B) 6 perCent of the IO~ &ll1uunlof support c:oU=tcd during the. fiaoal feu in . 
aU other cases under this part (with such total amount for any ,fiscal year being 
horeafW referred. to JA thh seCt10n as the StA.te'llt "non-title IV-A co1leclions"for tba1 
year). 'II . .' 

(2) If subsection (c) of ib1s ~on appll= with ICIpCCt to a State's title IV-A 
colJ.ecdons·or non-l1t1c IV..A ~ncctiOftS for any fisaal)'W, the percent spec1t1ed in 
para&rapb.{l)(A) or (B) (with!~ to such collections) shall be in<nascd to the 
IUgher percel\t ~ \1n4,et such lubsedion (with reapeot to such coJlectiorts) in 

.dd.e:rmlning tho $tato·s incemivo payment und~\th1s·subsection for ~t year. 
(3) 1be dollar 8l1IOUDt!br the punlon of the State-. incentive po.yment for ~y . 

fisc:a1 year whloh b d~ on the bult of ita non-title tv-A collections under 
panppb (1)(B) (after adjudtenl ~er aubs=tion (e) of this section if appUalbJ:) 

1b&1l1n(~:::~~ount!lof the portion of such. payme.u which is dMlnincd on 
the bUts or Ita QtIeJV-A QJ~ect1ons under pataFlph (l)(A) (~r ndjusuneat under 
sub.tiOn (c):of thla teetfDo tit '. .. . 

appliceble) in :,he cue of fiscal ,,_1986 or 1987; . 
1988: @). IOS·percent of r·dollar amount in. the. case of fiscal year 

(c) JIO,percent of Ith dolJar 8J1l0UDt in the. c:uo of fiSCBl year 
1989; at ; :1 . . 

(0) lIS: perc:ent of sw:hdollar amount in the case of fiscal year 

'fl'""\", J 



, 

, , . '~"', 
, 

1990 or rut)' fi3all yent ~l'. " ' ' ' 

(4) The Se.:!reJa!y shall 'make such additional-payment! to the State under this, 
part, for fisc:a1 year 1986 or 108'. u may benec.e.t$3.J)' to aliSllre ,that the tilta1 amount 
of payments uncler this section and &eCtion 6S'(a)(l)(A) ot this title for luch ticcal , 
year is no less than 80 percent of the: amount that would have been payable to that 
State And ik pnlttlcal subdivisions for sueh fiscal year under this section and section 
6S5(a){l)(A) of this title if thOseSCCtiODS (including the amendment made by section 
S(c)(2)(A) of the ,(]illd Support F.nforcement Amendments of 1984) had remained in 
et.root as tlio.)' war. in caCcct (or fisc:a1 yt:M 1985. 

, , 

(c) Increase 4ft perCenl!g~; laboratoryc:osts 

Tf the tt)w amount of a State'sdtle TV..Acollections or non-title IV-A collections for 
u)' fi60ll year b4nrS & rcuio to the total e.rnoont e.xpendedby the Statt: in that Yfi'ar for the 
opetati~n of its plan approved undc.r lQCtion 654- of this title for which 'payment ma.y be made 
under scctlon 63" otthis title (with Ill; loud fUlioWlt so expended in 
any fi.sc&l year'being .Iletea.ner reterrec1 to tn thls secaonu the Suue's "cum1Jillcx1 Utlt: IV~ 
Alnon·tit1e IV..A administrative COSUn for that year) whiCh is equal to or greater than 1.4, 
tne nl.vantperc"l'It tpfdfied in tuhpanlS",l'" (A) nr (B) 'of subsection (b)(]) of this seetion 
(with ICapccl to suCh coilcotions)6hIl1 be increased to- ' 

(1) 6.' pcrOmt, pluf .. 
(2) ono-lWf Of 1 percent fOr each full Lwl>Ienths by which lOCI. zediu Q.o:.OO$ 

1.4; 
excapt that the peree:nt so speoUied shal1 in no event be increased (for either tide IV
A collections orinon-title [V..A c:.o1le.!tions) to more thRn 10 percent. Por purposes of 
the ~8 scntcpcc, UWoratofy oosts inoum:d in deconnininspatemity in an)' fiscal. 
yea: may. the 'option of Ibe, State be exoluded £iUD' Ull~ state·, combined combU\ed 
title lV·Alnon~4 rv·A administrative coa!Sforthal year. 

, . : 10 com~,·jft*tiYe paymerlll'WUSU thfB Nf:don, '*upport which i~" 

.co~ by,ooe, SWc ~ tl\e request .of anoth~ State au be U'eaEed . ":., 
, u iwvlns -been'coUecteid ,In' full -by each .mcb:.State..,'and,any"a.mounts 
-oxpended by tb.. ~ Ja·canyinB out a;1peOi.tI ptqecf;a.u.f1Ied under 
-=.iOn 6SS(c) of~,tldo ihan bcex,c:luclod. : , 

Cel EstimAtes by SecreWy;' quarterty payments 
, - ' 

, '~~o\lnts, of, tbe Utcentlve paymCl'lts lD be mado to the various 

$taIeI,~dcr cbLt 1COt;ian for any &cal ytIM ahIU be _mated by the 

~ at or ~itB~ of such year on tht ~ of the 

best lDf~ available. 'Ibc secreIIiy IhallI1\Uc u:b I*ymcob for 

such year. on a ~ly basis (with acb quarterly pa~ be.In& made 

no ~ Chan the besfs:uWt, or the. quarter tft\lOtved). in)ho cu:nouDtc co 

CiWnatt.d. reduc;cd Ot:!n~ to the _teAt of.~J ovtJpaymen.ts or 

unCJerpaymenti wblcb,clhe Scc~ dc:unn.in.cl wore made under this 

section 10 the. S.tates involved for prior period.s ,8J\L1 with ~l 1.0 


..... - ... - ._-
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which edjlL\tmcn.t hos not aJ..reaoy boen mide under this su~section. Upon 
the making of any estimate by the ~ under the preC!Oding' 
sentence, any appropriations available furl payments under this seotion 
shall be ~rned ubJil:.ated..; , ' 
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THE PERSONAL R.F...~PONSlBn,ITY 

AND WORK OPPORTUNIn' RECONCn.IATIf;)N ACT OF 1996 


[Public La", 1()4.1~31 


SEC. 341. PERFORMANCF,.'R4RED INCENTrVES AND PENALTIES. 

(a) DBVBLOPM.E.N'T OPNBW ·SYSTBM.·.The S~.lary of 
Health and Human Services. in can~111tation with State directors of 
programs under part D of title IV of tile Soc1a1 SeCUrity Acl, shall 
develop a new inoentiV8 system to replace. in a revenue neutral 
manner, the·system under section 4'8 of ~uch Act.. 'The new aystem 
~tuill provide additional payments to any Stato based on such StHte's 
performance under such 8 progmm. Not latti than March 1. 1997, the' 
Secretary sball repqrt on .the new system to the Contmittee on Ways 
And Means of the House of Representatives and the Committee on 
Pinanc.'C uC the Senate. 
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r L\VI'I. UIUJ.L:I, V. 

LRM 10: MDH1a SUBJECT: HHS Proposed Report Qn Child Support Enforcement Incentive 
Funding 

au :.: Jttj;it":.•:.:.l..~:.~':':,.::.:J....:.1.L.':':':..:~.:.::.~:.i..hUIII r'I'm I ; i1f °1 iii II iZI. 
RESPONSE TO 

LEGISLATIVE REFERRAL. 
MEMORANDUM· 

'''.....",...lI4tM4i¥iIiJAJt.:.:.2t,:.h.1.!.:dii...!.!..L••!£ill 

If your response 'to this request for vll)wl II short Ce.g., concur/no commentl, we prefer that you rospond by 
a-mall or by faxing us this response sheet. If tha rasponse Is shott and you prefer to cIIII, pleBse call tho 
branch-wide line shown below (NOT tho analy.t', line) to leave 8 mellage with 8 leglslatIvo assistant. 

You may alBO respond by: 
'1, ~elling the analystlattorney's direct line (you will be connectod to.volce mall If the analyst doe$ not 

anlwer); or 
(2) ,ondlng UI 8 memo or letter 

Please Include the LRM numbet' shown 8bolle~ end the lubJect ,hown below. " 

TO: 	 Mellnde D: Helkln. Phone: 395-3923 Fox: 395-6148 
Office of Management end Budget 

FROM: 

Branch-Wide L Ie (t rlach leglslatilll auISlant1;i395-7362 

The following Is the repons~ of our ,goney to your request for vlewlon the. ebove-captioned subject: 

Concur 

_ No ObJoctlon 

No Commant 

~ See proposed edIts on pages 

_,~_. Other: _-..,..___:-___ 


__ FAX RETURN of __. pages, fltt8clied to this raponl8 sheet 




PROPOSAL FOR SECRETARY'S REPORT ON 
CHILD SUPPORT ENFORCEMENT INCENTIVE FORMULA' 

Chanies to Secretary's Report 

On page 4, delete 2nd·full paragraph staning "The paternity establishment measure.,," 
. On page 5, insert at the end ofthe tliird to last paragraph after "right direction"): 

These incentives will not change the substantial penalties imposed by public law 
104-193 on all states with less than a 90 percent paternity establishment rating. 

Preparation ofAdditional Materials 

IillS to prepare materials to explain the relative sizes and uses of the paternity establishment 
penalties and the incentives with specific numeric examples from a fictitious state. 



Melinda D. Haskins 03/04/9703:45:21 PM 
,::.~.: .'.:. :. '. '. '.' ',' ',' " , .. 

Record Type: . Record 

To: Cynthia A. Rice/OPD/EOP 

00: Cynthia M. Smith/OMB/EOP, Keith J. Fontenot/OMB/EOP 
Subject: CHild Support Incentive Report Comments 

Here are OMBls comments on the HHS child support enforcement incentive payment report. 
---------------------- FOfWarded by Melinda O. Haskins/OMBlEOP on 03/04/97 03:46 PM 

---------------,-----------

td Cymhl. M. SmIth 03/04/97 03:43:01 PM 

Record Type: Record 

To: Melinda D. Haskins/OMB/EOP 

00: WendyA Taylor/OMBlEOP, KeithJ. Fontenot/OMBlEOP, Lester D. CashlOMB/EOP 
SUbject: . CHild Support Incentive Report Comments 

Cynthia M. Smith 

Cynthia M. Smith . 03/03/97 11 :42:17 AM 

Record Type: Record 

To: Keith J. Fontenot/OMB/EOP, Lester D: Cash/OMB/EOP 

00: , 
Subject: Proposed Comments to HHS 

Comments on the Child Support Enforcement Incentive Funding Report to Congress 

Cost Neutrality (pgs.6-7) 

The Cost Neutrality Section ofthe Report to Congress should be amended as follows: . . 

"The statute requires the new system ~o be cost-neutral. Since the spending effects of the 
new system are untried and welfarerefoml substantially changed child support 
enforcement, the proposal needs to include provisions to ensure that aggregate incentive 
payments are what they would have been under the old system, even ifbaseline projections 
are wrong. llliS will.work with OMB and its State partners to develop an automatic 



, ., 

adjuster to ensure ,cost neutrality." 

[One method to ensure cost-neutrality is to:compare ofamounts available under the new 
incentive structure against amounts that would have been paid as under the old system, 
given the same amount of nationwide collections. Ifthe national total paid under the new 
incentive formula exceed amounts that would have otherwise been paid under the old 
system, the national total incentive funding available for distribution to the States would 
be reduced proportionately.] , 

Bifurcation of State Programs (pgs 1 & 9) 

Given that·the incentive system will be cost-neUtral against prior law and continue to be 
financed from the Federal share of collections, a choice by some States to bifurcate child 
support services and. reduce the Federal Share ofcollections may reduce the overall 
amount available for incentive payments. The report should indicate that, in the event that 
a legislative solution is not enact~, the Administration will propose a cost neutral plan so 
that States who continue to contribute their appropriate share ofFederal child support 
collections will not be penalized under the new incentive system. 

Paternity Establishment Incentive " 

. This incentive would financially reward'those States that do not meet the ,paternity. - . 
, establishment requirements ofthe welfare bill, and'are subject to a penalty under law. 

Therefore, this proposal could be perceived as undermining the intent of the legislation. 
HHS explicitly discusses this con~m in the Report to Congress, but does : not propose a 
solution. 

We do not disagree that it is good policy to reward States, that make significant 
i,mprovements in .paternity establishment or sustain high performance. However, under 
HHS proposal, a State that establishes paternity in only 50% ofthe IV..D caseload, and 
shows no improvement over time,.is still. eligible for 60% ofthe incentive for.this measure 
year after year. Penalties for States who continue to score low on this measure and show 
no reasonable improvement over time should not be forever offset by incentive payments. 
HHS should indicate in the Report to the Congress that they are "ex.ploring ways to 
resolve this concern." . . 

[HHS could write in an automatic adjustment to the proposed measure so that the 
expected level ofperformance to earn an incentive will increase over time., Eventually, the 
full incentive should not paid to States who do not reach 90% (as is required by law) and 
reasonable improvement should by shown by States who do not meet that threshold to 
earn a portion of the incentive]. 

Amendment to the Review Mechanism 

In the attached Report to the Secretary, the Workgroup recommends that a welfare cost 
avoidance measure be developed once a reliable measure is available. This 

http:time,.is
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recommendation should alsO be included in the report to Congress. 

As mentioned in the Report to the Secretary, the report to Congress should underscore· 
the importance ofproviding the Secretary with a review and ~orrection mechanism in case 
the measures have unintended, unwanted consequences. For example, no performance 
incentive is provided fortimeliness ofservice, although this is an important program goat 
and is the foundation ofimprovements in paternity establishments and collectiol.ls. As 
HHS gains experience with the new performance-based audit system, it may be . 
appropriate to factor timeliness of services or other factors into the incentive system. 

.'. 
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